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Government Capability and Economic Reform 

State capacity, defined as the capability for political management 
of the reform process within a democratic system, is crucial for 
the sustainability of the reforms - even, paradoxically, of the 
nco-lihcral type of reform which aims at diminishing the role 
of government. 2843 

Aborted Again 

It is not surprising that the political establishment in Bihar has once 
again thwarted the demand of the tribals for a separate Jharkhand state. 
Without Jharkhand, Bihar will be largely reduced to calamity-prone 
subsistence agriculture, a nut very pnxluctive kulak economy and 
little else. 2827 

Nobel Work 

The range of Amartya Sen's academic contributions is much wider 
than that of perhaps any other contemporary economist. 2855 

Amartya Sen has deepened the discourse of economic science with 
(he use of disaggregated sub-concepts that more closely correspond 
to reality. 2860 

Sen has tried to restore economics to the larger and more sophisticated 
tradition of one of its founding fathers, Adam Smith. 2863 


Kashmir Policy 

An internal debate among the 
dillercnl ethnic and religious 
comniunilies of Jammu and 
Kashmir on their status within the 
state and on the slate's external 
tics must form the core of a 
posl-Pokhran Indian policy 
on Kashmir 2830 


AIDS: Rhetoric and Reality 

One of the obstacles to 
mounting an adequate policy 
rc.sponse to AID.S in India has 
licen the lack of knowledge 
and skills in public health 
management. 2865 


Over-Zealous? 

Several stales have enacted or 
are in the process of passing 
legislation intended to regulate 
the pnvate sector in health 
care. But will this spell the 
end of (he numerous small 
community-txi.scd health 
care instiiutionsT. 2833 


China’s Priorities ^ 

The While Paper on China's 
National Defence does not suggest 
that China is in any way perturbed by 
India's nuclear power or its declared 
intention of weaponisation. 2835 


Fiscal Solutions 

The critical state of atmospheric 
pollution in Delhi is a clear indication 
that current policies have failed and 
there is an urgent need to make better 
use of economic instruments. 2873 


Popper’s Debt 

Many of Karl Popper's basic ideas 
bear a close resemblance to the writings 
and reflections of Engels, particularly 
the scope of chance in the philosophy 
of science, the non-inductive 
sources of knowledge and their 
testing through observation. 2837 


Freedom of Information 

There is ample material for drafting 
a Freedom of Information Act. 

What is lacking is the political 
will and courage. 2826 









HUMAN DEVELOPMENT 

Malevolence of Affluence 

N Khshnaji writes: 

THE fiKus «)l the Human DcvcU)pment 
Report IWK IS on incqualilies in consum¬ 
ption - acrtiss nations and between the 
rich and the poor everywhere. These in¬ 
equalities arc glaring and all too visible 
to the naked eye. in terms of the range ol 
gcKids and services the rich command and 
the lack of adequate lood. clothing and 
shelter among the poor. Making inter 
national comparisons of income and con¬ 
sumption IS conceptually diflicull, bur 
thanks to the work behind the Human 
Development Reports and ellorts by m- 
dcpendetit .scholars, the usual (jDP 
statistics can now be adjusted to yield 
mcaninglul compari.sons of living stan¬ 
dards. In addition, data on private con¬ 
sumption of items ranging Irom IoikI to 
automobiles are readily available. HDR 
I99X makes a presentation of the m 
equalities m much graphic detail 
For example, “the 20 per cent of the 
world's people in the highest-income 
countries account tor X6 per cent ol total 
private consumption expenditure - the 
poorest 20 per cent a minuscule 1..1 per 
cent". Go along the list ol items from food 
to automobiles, the contrasts arc equally 
stark or starker The report begins with the 
recognition that consumption, and its 
improvement among the poor, is essential. 
But the present patterns and trends in 
consumption, worldwide, are inimical to 
human development: to the enlargement 
ol capabilities and the enrichment of lives, 
especially among the poor. More impoi- 
tantly. “today's consumption is under¬ 
mining the environmental resource base 
It i.s exacerbating inequalities". If things 
are to improve, the consumplion-poverty- 
inequalily-environmenl nexus growing 
evei stronger has to be broken. The report 
.says that trend is not destiny, nor arc out¬ 
comes inevitable. It ends on an opiimi.slic 
note with an agenda for international act ion 
to bring about a more equitable and 
sustainable pattern of consumption, an 
agenda that promotes the interests ol the 
poor, as well as ol the future generations. 

Questions about the .sustainability of con 
sumption levels have been raised before. 
The reports of the Club of Rome of 1972 
and 1992 have explored the relationship 
between consumption and environmental 
degradation. .So did the numerous studies 
pre.sentcd and discussed at the Rio 
conference in 1992. All these have shown 
that high levels of consumption of goods 
and services put high levels of stress on 
the environment through high levels ol 
energy consumption, burning of lo.ssil 
fuels, watei use and so on. and prinluce 
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ever-increasing levels of pollution. What 
they .showis that there simply isn't enough, 
in terms of environmental resources, even 
to support prc.scnt levels of consumption, 
given in particularthc extremely high levels 
of energy use in the rich countries. HDR 
1998 misses this point. 

The Human Development Reports have 
always been concerned with the removal 
of poverty and deprivation of different 
kinds. However, if living standards among 
the poor rise to levels acceptable to the 
liberal conscience, that will not ensure 
sustainability. The one and only .solution 
111 this respect lies in the reduction of con¬ 
sumption in the rich countries and among 
the rich everywhere. What are the pros¬ 
pects'* HDR 1998 notes that consumption 
aspirations are on the rise m the US and 
elsewhere, the distinction between ne¬ 
cessities and luxuries is getting blurred in 
many countries, and so on. 

The sanguine view of the report that 
change is possible is based on success 
Stones here and there, of pollution tree tech¬ 
nologies. ol community action tor sustain¬ 
ability, and so on. So the slogan i.s “Think 
globally, act locally. Build on the burgeon¬ 
ing initiativesol the people..."John Kenneth 
Galbraith, returning to the mtluence of 
ufiluence after tour decades, says that if 
he were to rewnte that famous book he 
would emph.'isisc the depressing difference 
111 w ell-being as between the afHuent world 
and the less fortunate countries. He is not 
wholly pes.simi.slic. however. He believes 
that the need is for both sovereignty and a 
strengthening of international institutions. 

iniimaiely, however, the hope fora reduc¬ 
tion m con.sumption aspirations of the rich 
must rest on philosophical wi.sdom: the 
humankind will not de.siroy itself in greed. 

DALIT POLi riCS 

Shifting Course 

I'HF. expectation that the parties repre¬ 
senting the dalits and the Other Baekward 
Classes (OBCs) will be able to forge a 
stable alliance, especially in north India, 
III post-Mandal Indian politics has been 
belied. In UP and Bihar the numerically 
strong yadavs have cornered most of the 
gains accruing from the Mandal 'revolu¬ 
tion' and. combined with their hold over 
landownership in the rural economy, are 
striving to capture power in these states 
with an alliance with the artisan caste 
Muslims riiis political a.ssertion of the 
yadavs pitched them against the dalits 
who, unlike the Muslims, are largely 
agricultural labourers and who veered 
towards Kan.shiram's Bahujan Samaj Party 
(BSP) or the Janata Dal (JD) after the 
decline of the Congress in the.se states. It 
IS the incompatibility ol interests between 
the OBCs ani^ the dalits in rural UP and 


Bihar that contributed significantly first 
to the emergence of Mulayam Singh 
Yadav’s Samajwadi Party (SP) as di.stinct 
from the JD in UP and later the breaking 
away of Laloo Prasad Yadav’s Rashtriya 
Janata Dai (RJD) from the JD in Bihar. 
As a result, dalit leaders such as Kanshiram 
or Ram Vilas Paswan have been forced 
to plough a lonely furrow and, rctlecting 
the growi ng polarisation of Indian politics, 
are being increasingly pushed to seek 
alternative tactical pre- or post-electoral 
understandings with either the Congress 
or the Bharatiya Janata Party (BJP). 

This sort of crystallisation has not 
emerged in the other north Indian .states 
going to the polls later this month. First, 
there is no single OBC group, except for 
thejats in north and west Rajasthan, which 
is numerically strong and spread all over 
the state in Raja.sthan or MP around which 
OBC politics can be generated in the po.st- 
Mandal phase. Tlie Congress party organi¬ 
sation has remained fairly intact and faces 
only the challenge ol the BJP. which has 
resulted in u two-party contestation in 
these .stales, unlike die fouror five cornered 
contests in UP and Bihar. In this context, 
though the BSP has made inroads among 
the dalits m the Bundi;lkhand and Vindhya 
regions of MP, largely as a fall-out ol its 
growing strength in UP. and has forced 
Congress leaders like Arjun Singh who 
have a base in the.se regions to lobby 
within the Congress for an alliance with 
the BSP in the .state, the BSP neverthek'ss 
faces two variables in Rajasthan and MP 
not encountered in UP and Bihar. Tlie.se 
arc the .significant numerical prc.sence of 
STs and the relative absence of Muslims 
in Rajasthan and MP. The return of Arvind 
Netam to the Congress not only highlights 
the inabi lity of the BSP to extend its appeal 
to the STs in MP, but al.so confirms that 
SC's and STs largely continue to stay with 
cither the C ongress or the BJP. TTiis restricts 
the manoeuvrability of the BSP and. had 
It not been for apprehensions over the anti- ' 
incumbency factor going against it in MP. 
the Congress would not have considered 
even an electoral understanding with the 
BSP in the state. 

Uncharactcristtcally. after years of 
regional politics, castc-ba.sed antagonism 
between the OBCs and the dalits has come 
to the fore in the southern state of Tamil 
Nadu. The ca.ste clashes in the southern 
part of the slate between Thevars and 
Devendra Kula Vellalar (DKV) dalits, 
rooted as they are in wider conflict over 
acce.ss to .socio-economic resources, have 
the potential of igniting wider OBC-dalit 
confrontations acrn.ss the state. The only 
contrast with north India is that it is not 
the OBCs but the dalits in Tamil Nadu 
who have forged an alliance with the Mus- ^ 
li ms in the state. Already the con.solidation 
ofthcdalil-Muslim axis has worked against 
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the DMK-TMC ruling alliance in the 
southern parts and in the long run can lead 
to a counter-consolidation that may even 
prove favourable to the hindutva forces 
in the state. Unification of the dalits as 
envisioned by K Krishnaswamy. the leader 
of Puthiya Tamilagam, can help to tide 
over the pitfalls of single-caste centred 
dalit politics of the Republican Party of 
India (RPI) in Maharashtra, but will have 
to face sooner or later the regional, socio¬ 
economic and internal caste stratifications 
emerging among the dalits across the 
country. Moreover, the independent dalit 
agenda fails to provide a place for the 
numerous Most Backward Castes (MBCs) 
whose economic plight equals that ot the 
dalits but lemains unaddressed because 
their political fate has got tied to the 
sectarian politics of the dominant OBCs 
in the posi-Mandal period. 

KASHMIR 

Absurd Claims 

THE draft of the white paper on ISl 
operations prepared by the government, 
which will present it in the winter session 
of parliament, is full of the same old vitu¬ 
peration against human nghls groups and 
critics of India's Kashmir policy. 

Much ol the white paper is pretty old 
hat - reports about Pakistani aid to militants 
m Jammu and Kashmir: the well-known 
tact ol US training of anti-Sovict Afghan 
rebels who alter the Soviet withdrawal 
from Alghanislan arc now selling their 
military skills to the ISI which is sending 
them to the Valley for terrorist operations; 
previously piiblici.sed statements about the 
number ol automatic and other .sophisti¬ 
cated weapons smuggled by the ISl into 
India, etc. Besides providing such infor¬ 
mation. the white paper accuses Paki.slan 
ol wanting to cause “di.saffection and 
alienation among Kashmiris using the 
religious card, non-performance of the 
elected government and the alleged atro¬ 
cities of security forces”. Here again, there 
is precious little by way of anything new. 
In fact, before accusing Pakistan. New 
Delhi should blame itself for the 
di.saffection among the Kashmiris which 
started long before ISI intervention and 
was caused by the manipulative and 
partisan policies followed by the Indian 
government for decades in Kashmir. As 
for the other t wo I actors - non-performance 
of the elected government and atrocities 
by Indian security forces, how can one 
blame Pakistan torthcm?They are the mak¬ 
ing of the Indian government it.self. Com¬ 
mitted toastateof permanent confrontation 
with New Delhi, Islamabad is naturally 
only t(K) eager to fish in the troubled 
waters which we ourselves have created. 
But the most absurd claim made in the 


white paper is the Indian government’s 
discovery of an “overground conglomerate” 
supposedly set up by the ISI, which in¬ 
cludes “Indian political parties suKservient 
to Pakistan, human rights lobbyists, foreign 
parliamentarians and academicians”, 
seeking to promote the .secessionist cause 
in Ka.shmir. In other words, ail tho.se - 
both in India and abroad - who arc oppo.sed 
to the adamant militarist position taken by 
New Delhi and Islamabad on the Kashmir 
problem and critical of the continuing 
violation of human rights by both the 
security forces and the militants are to he 
considered willing or gullible partners in 
an ISl conspiracy. This is the all too familiar 
tactic of whipping up chauvinistic fren/.y 
against dis.sidents and branding them ‘anti- 
national'. It may he the harbinger of yet 
another round of persecution of human 
rights groups - this time by the BJP-led 
government. 

I'hc timing of the leakage of the white 
paper - the oITicial presentation of which 
is due a month from now rn parliament 
- is significant. It has come out on the eve 
of the second round of the Indo-Pak 
ofllcial-level talks in Delhi. The scarc- 
mongering tone ol the leaks is calculated 
to persuade political parties of all hues to 
veer around and support the govenunent's 
position on Kashmir that has no room for 
any negotiation with Paki.stan. 

KARNATAKA 

Vulnerable Last Bastion 

FOR a parly in which inter-personal 
tensions have been allowed to hold sway 
over the tasks of building an organisational 
structure, it is indeed remarkable that the 
Janata Dal in Karnataka decided to stick 
together at least over the no-confidence 
motion tabled by the opposition in the lower 
house last week. This docs not, however, 
mean that the dissident faction led by tor- 
mer prime minister Deve Gowda has seen 
the light and has decided to put aside its 
differences with the Patel group and work 
towards consolidating the party. If such 
wisdom were to prevail the pattern of poli¬ 
tics would be very different in the country. 
Nevertheless, for the interim the party has 
decided to shelve contentious issues until 
afterthe current .session. The Patel mini.stry 
has thus won a short reprieve. And in retros¬ 
pect the opposition appears to have mis¬ 
calculated the fragility of the JD and has 
succeeded only in bringing the two factions 
together, for howsoever short a time. 

The Patel ministry has been in troubled 
waters for .some time now. Quite apart 
from the tensions within the party and the 
frequent changes of ministerial portfolios, 
there have been matters of mi.sgovemance 
as well. The latest evidence of this is the 
government’s handling of the Sira incident. 


The police fired up hundreds of fanners 
protesting against the sudden fall in prices 
of groundnut. Five farmers died in the 
firing and the police officer in charge was 
lynched to death. There has been much 
criticism about the way the incident was 
handled. And expectedly, Deve Gowda, 
leading the dissidcnce against the Patel 
group, rushed to the spot and squarely 
blamed the government. The Patel govern¬ 
ment announced a judicial enquiry by a 
retired high court judge and a compensation 
of Rs I lakh to the families of the victims, 
but refused to suspend the officers involved 
in the firing. Early reports allege that state 
officials had colluded with traders to fix 
an exceptionally low price just before the 
auction was to begin - Rs 400-500 per 
quintal against Rs 1.2(X)-1.400 prevailing 
just the previous week. 

Gowda’s supporters also blame the 
decision of the union commerce ministry 
to ban the export of certain essential com¬ 
modities. Tiic state agriculture mini.stcr too 
points out that the centre’s recent decision 
to allow the import of oilseeds had de¬ 
pressed groundnut prices in the Mumbai 
market, in response to which the lower 
auction prices were fixed. Whatever the 
sequence of events - and it isquite possible 
that they had some effect on the price fixed 
- the fact is that the Patel ministry appears 
to have been extraordinarily shortsighted, 
especially given the growing strength of 
the fanner lobby in Karnataka. 

While the central leadership has been 
desperately trying to keep the JD from split¬ 
ting, the BJP has launched a two-pronged 
strategy in the state. At a two-day conven¬ 
tion last month party cadres were instructed 
to disseminate the achievements of the 
central government while highlighting the 
JD's failures in the state. It has also geared 
up to launch a media campaign with regu lar 
bne lings of journalists, ad verti sements and 
use of the electronic media. But for all that 
the BJP’s presence in the rural areas 
remains poor, which perhaps is what is res¬ 
ponsible for the JD's apparent confidence. 
But the equations could change dramati¬ 
cally after the long-postponed meeting of 
the JD legislature party on November 13, 
which is to be attended by party president 
Sharad Yadav. Meanwhile the ‘re.stnK turing’ 
(in other words, appeasement of dissident 
elements) is to continue with both Deve 
Gowda and S R Bommai scheduled to be 
in Bangalore from the first week of 
November. The leadership issue is bound 
to be taken up then and is not likely to 
be decided amicably. For. if Patel’s style 
of functioning has been high-handed and 
bordering on arrogance, it is because there 
is really no ready alternative leader 
available to replace him. With little by 
way of achievements and a generous share 
of mistakes and misgovemance, the JD’s 
last bastion appears vulnerable indeed. 
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CURRENT STATISTICS 


EPW Research Foundation 


All eletiwnrs of (he mncro*econoniic scene arc disquieting li is doubttui (hat the cupccted per cent growth in agnculture over even the low 19*)7*08 base will be realised 
Industtial gmwth, at only 1 ^ per is til so fur. is showing only the most teniative signs of any revival, it even that Hxports have fallen by S pe^ cent in dollars Both 
the (M'iinary and secondary capital markets continue to bo tk*prc.s5ed Most worrying of all is the rise, within the annual inflation rate of M per cent hasetl on the WPl. 
of 21 per cent in the prices ol 'tood articles' and that oi per cent m ilie consumer price index for industrial workers during ApnbAiigusi. 
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4()79(XI5 1) 
28192(14 8) 
1.167.1(70.4) 


9784,1(16 2) 
11829(11 7) 
84162(17 5t 
1()84(KI2 0) 
116.59(9 2) 
211.56(28.4) 
5527(2 8) 
19.14(1.6) 
-15557(-,54 0) 


72.581(11.7) 
17.577(17 5) 
55042(12 9) 
15,16(XI5.9) 
51925(17 7) 
1109(19) 
25176(14 9) 
1985.5(20 I) 
8747(41 6) 


of priK’ccds tiom RIBs, excluding which the year-on-year growth of money supply 


7178(HI6.5) 46%0(I2.I) 
24186(9 6) 42455(20 I) 
2658(810 9) 44918(22 5) 
2.5711(156) 15.529(104) 
4412(29 4) 92.5(6 6) 

would be 18 1 per cent. 


index Numbers of Industrial 


August 

Fiscal Year So Far 


Full Fiscal Year Averages 


Production (1991-94=100) 

Weights 

1998 

1998-W 

1997-98 

1997-98 

1996-97 

1995-96 

l9‘)4-95 

General Index 

l(X)(MI 

115 0 

1.16 7(1.5) 

112.1(5.5) 

1,17 6(6.6) 

129 0(5.5) 

122.1(12.8) 

108 4(8.4) 

Mining and Quarrying 

10 47 

115 0 

116.7(0.5) 

116 1(5 0) 

122 4(5 9) 

ll.5.6(-2()) 

117.9(9 6) 

107 6(7 6) 

Manufactunng 

79 16 

117 2 

1.19 2(12) 

114 9(5 41 

140.5(6 7) 

111.8(6.7) 

121.5(118) 

108.5(8 5) 

Eleclncity 

10 17 

118 4 

117.9(8 8) 

126.7(6 8) 

110 0(6.7) 

121 9(19) 

117.1(8 1) 

108,5(8.5) 


Nov 6. 

Month Year 

1998-99 .So Far 1997 98 

End of Fiscal Yc. 

If 

Capital Market 

1998 

Ago Ago 

Trough Peak Trough 

Peak 

1997-98 

1996-97 

I99S.% 

- 1 




(X.110. 

Octll, 

Mar 11. 



Foreign Exchange 

Ktserves lexclitding gold) 

l‘)98 

1997 

1998 

Month 

Ago 

Year 

Ago 

Rs crore 

II1I0I 

95610 

102511 

1661 

17491 

US_ .$ mn 

26695 

26276 

25976 

497 

419 


Fiscal Year So Far 1997-98 1996-97 1995-96 1994-95 1991-94 




UA.$mn 2 6695 26276 25976 497 419 719 3907 1607 5243 -3690 5640 8724 

Ntilts: (I) Superscript numeral denotes monih lu which tigiiie reliiie.s. e g. supcrscnpl 8 stands fur August: (ii) Figures in brackets are percentage variations over the specified 
or over the I'omparahle penod of the previous ye.ii na not available neg: negligible • unchanged 
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Money Market Rates of Interest 
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COMPANIES 


EPW Research Foundation 


ASHOK LEYLAND 

Coping with Recession 

THE recession in the automobile industry 
has driven auto major Ashok Ley land over 
uneven roads. The vehicle manufacturer 
saw a dra.stic fall in profitability and sales 
in 1997-98. The downturn in the economy 
has put the automobile industry into a 
quandary. Poor freight availability and 
falling freight rales on the one side and 
higher input costs on the other have 
jeopardi.sed the viability of transport 
operations with consequent impact on 
demand lor vehicles. 

While net sales in |y97-98 were lower 
by 18.9 per cent over 1996-97. the 
company's operating profit declined by 
32.7 per cent. There was a steep rise in 
interc.st charges (up 22.5 per cent) during 
the same pcritxi. Depreciation too was 
higher by 7.6 per cent. Consequently, net 
profit plummetted by 85..3 per cent. 

With earnings per share tailing from 
Rs 10.5 last year to Rs 1.6, the company 
decided to cut dividend to 10 per cent 
(1996-97:50 per cent). Book value, mean¬ 
while, edged up Irom Rs 89.7 per share 
to Rs 90.2 per share. The company' s share 
presently quotes at anrund Rs 24 on the 
bourses. di.seounting its 1997-98 earnings 
by 15.5 times. 

While pnxluction dropped by 26.6 per 
cent, sale ol vehicles fell by 27.5 per cent 
with the company selling 31 ..547 vehicles 
compared to a .sale of 43,530 vehicles 
during the previous year. Despite the fall 
in sales and earnings, the company per- 
torraed better than most players in the 
industry and managed to increase its market 
.share in commercial vehicles in all regions 
and all .segments 

For the first live months of 1998-99 
the company's performance continued 
to suffer. .Sales during this period fell 
by 16 per cent. As again.st 6,200 vehicles 
sold in the first quarter of the previous 
year. April-Jiine 1998 saw the company 
sell a mere 5.200 vehicles. Keeping in 
mind the trying times, the company has 
decided to peg production to demand. 
The Hinduja group company has now 
re.sorted to a three-day week. Reportedly, 
even this is subject to review on a weekly 
basis, with the company having filed an 
application with the state labour depart¬ 
ment rcquc.sting a move towards a two- 
day week. As laid down by the state 


government, the workers will be paid 
50 per cent of their wages during this 
period. Earlier the company was paying 
its workers full wages for the entire lay¬ 
off period. 

The company has also adopted a ‘weekly 
planning system' which will enable it to 
manufacture only those vehicles which 
are actually in demand. The ‘weekly rolling 
plan' is arrived at by putting together daily 
sales and stock details fed in Irom every 
regional sales office and stock yard of the 
company. This is expected to help the 
company reduce inventory co.sts in a big 
way. In fact it has already successfully cut 
stocks with dealers from some 4.fH)0 
vehicles a year ago to just 1,6()l)at pre.scnt. 
Of this, orders from state transport under¬ 
takings will account for some 7()0-8(K) 
vehicles. 

With the slow-down in the auto industry 
continuing into the current year, the 
company seems .set lor a bumpy ride 
ahead. 

BHARAT FORGE 

Export Thrust 

The flagship company of the Kalyani 
group. Bharat Forge saw mixed perfor¬ 
mance in 1997-98. While net sales in¬ 
creased by 4.8 per cent, the company's 
operating profit declined by 9.4 per cent 
over the previous year. However, a 60 per 
cent drop in non-operating loss and an 
18.6 per cent fall in interest charges 
helped the company post a higher 
bottomline. In fact, net profit more than 
doubled to Rs 35.2 crore during the year 
under review. 

Earnings per share increased liom Rs 3.8 
to Rs 9.3. However, keeping in mind the 
nature ol earnings, the company decided 
not increase the dividend rate but to main- 
lain it at la.st year's level ol 40 per cent. 
Book value moved up from Rs 11K).3 per 
share to Rs 103.3. The company's slock 
presently quotes at around Rs 50 on 
the bourses, discounting its earnings by 
5.4 limes. 

For the first quarter of 1998-99, the 
company's performance deteriorated fur¬ 
ther. While net sales fell from Rs 159.8 
crore to Rs 108.9 crore, representing a fall 
ol 32 per cent, the company’s net profit 
declined drastically Irom Rs 17.5 crore 
during the corrc.sponding period of last 
year to a mere Rs 7.2 crore (a fall of nearly 


60 percent). Commercial vehicle produc¬ 
tion, which is a major customer segment 
for the company, registered a drop of 45 
per cent during the period compared to the 
same period last year. 

Meanwhile, the company has made a 
profit of Rs 58.4 crore by selling a major 
part of its stake in Kalyani Lemmcr/ 
International, US. Bharat Forge had a 75 
per cent slake in the joint venture with 
Hayes Lcmmer/ International initially. 
The joint venture’s plant is ItKatcd in 
Chakan near Pune and has an annual 
in.stallcd capacity of 4.5 lakh steel-wheels 
for heavy vehicles and other vehicles. 
It is now increasing this capacity to one 
million steel-wheels per annum. When 
Hayes Lemmer/ Inlernaiional, the 
world's leading supplier of wheels and 
brake coniponenis to the transportation 
industry, insisted on a majority stake. 
Bharat Forge decided to give in and 
parted with 60 per cent ol its holdings. 
It will continue to hold the balance 15 
per cent, while 85 per cent of the equity 
of the joint venture will be with the US 
firm. 

Following the depressed market condi¬ 
tions for commercial vehicles. Bharat 
Forge has decided to defer its plans to 
inve.st Rs 100 crore in the expansion of 
its forging facility at Mundhwa. However, 
the capacity at the Chakan plant, which 
undertakes crank.shaft machining, has been 
expanded to 3.6 lakh units per annum, 
making it one of the largest crankshaft 
manutaclurcrs in the world. The cxi.sting 
capacities of the company can manufac¬ 
ture forgings valued up to Rs 1,000 crore 
per annum. 

■fhe company, which has a 50 per cent 
share of the axles market in the US. plans 
a major thrust on the export fmnt. Its 
international clients include Meritor 
Automotive and Dana Corporation of 
the US. Mercedes-Benz in Germany and 
Mit.subishi and Isuzii in Japan. Within 
the country, the company has already 
supplied to Toyota's car project in 
Karnataka. 

ATUL 

New Product Mix 

The Laibhai-promoted speciality chemi¬ 
cals company, AtuI (formerly Aiul Prod¬ 
ucts) has fallen on bad times. While net 
.sales during 1997-98 fell by 8.3 per cent 
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glafweial IwiiieaUM 

MlundtMiireh 
1998 1997 

MwdS 

im 

MMsh 

1997 

1998 

1997 

iBMUM/apprspriaiMMU 

1 NetMie* 

J76878 

218129 

54273 

51796 

40200 

43836 

H 2 Value of produciion 

3 Other Inboine 

184492 

230489 

53693 

51648 

41014 

44258 

9534 

13029 

684 

958 

1854 

2231 

4 Total uuome 

194026 

243518 

54377 

52606 

42868 

46489 

5 Raw nuuerials/stoiUt and 

sparer cotif nined 

124713 

165490 

2tms 

23829 

16695 

18178 

6 OUier inaiiafi».tunng expenses 

12632 

10224 

12959 

7847 

8767 

8322 

7 Remoneratioi) to employees 

18467 

18644 

4120 

40(» 

4720 

4719 

8 Other expenses 

14449 

13867 

4591 

3451 

5568 

5070 

9 Optnuiug profit 

23765 

35293 

12200 

13471 

7118 

10200 

10 Interest 

15998 

13059 

4171 

5126 

5999 

6172 

II GrmxproSit 

9122 

22263 

6468 

4381 

4210 

3889 

12 Depreciaiion 

7056 

6560 

2365 

2085 

2381 

2161 

13 Profit hrfore tax 

2066 

15703 

4086 

2286 

1824 

1721 

14 Tax provision 

225 

3210 

570 

565 

111 

202 

IS Profit if ter lax 

1841 

12493 

3516 

1721 

1693 

1521 

16 Dividends 

1308 

6542 

1675 

1921 

455 

782 

17 Reiiuned profit 

LlablUtteVakscts 

533 

sf 

5951 

1841 

-200 

1238 

7.19 

18 Paid-up capital 

11893 

11893 

3768 

4968 

3917 

3917 

19 Reserves and surplus 

98390 

97915 

35162 

34027 

19277 

18087 

20 Long-term loans 

113716 

90070 

36970 

30791 

23633 

19534 

21 Shoit-ierm loans 

22 Of which bank borrowings 

11018 

27606 

9237 

9233 

12691 

10185 

12301 

11286 

16110 

II72S 

23 Cross fixed assets 

134882 

122084 

48194 

37633 

46569 

44186 

24 Accumulated depieciation 

44621 

38095 

15711 

13296 

20273 

17925 

23 Inveniones 

65760 

65292 

7961 

9497 

15910 

15150 

26 Total acsets/liabilities 

280760 

289384 

99500 

96248 

67188 

67424 

MIxccllanciHH Items 

27 Excise duty 

2454f 

30116 

5431 

6611 

3613 

4257 

28 Gross value added 

37I8Q 

43050 

12966 

9034 

16511 

12798 

29 Total foKtgn exchange income 

16572 

13663 

12468 

5074 

15373 

19679 

30 Total foreign exchange outgo 

13504 

24122 

8118 

1591 

3446 

3697 

Key lUwndal and pcrionnance ratios 

31 Turnover ratio 

(sales to total assets) (%) 

63 00 

75 38 

54 55 

53 82 

59 81 

6502 

32 Sales to total net assets f%) 

75 26 

95 89 

63 75 

62 80 

67 99 

7604 

33 Cross value added to 

gross fixed assets (%) 

27 56 

35 26 

26 90 

24 01 

1546 

2896 

34 Return on investment 

(gross profit to total assets) (%) 

3 25 

7 69 

650 

4 55 

6 27 

577 

35 Gross profit to sales 

(gross margin) (%) 

5 16 

1021 

1192 

846 

1047 

8 87 

36 Operating profit to sales (%) 

1344 

1618 

22 48 

2601 

1771 

23 27 

37 Profit before lax to sales (%) 

1 17 

7 20 

7 53 

441 

454 

191 

38 Tax provtaioa to 

profit before tax (%) 

10 89 

20 44 

13 95 

2472 

718 

• 1 72 

39 Pmfil aripr tax to net wordi 

(leturo M Equity) (%) 

167 

M 38 

9 03 

441 

730 

691 

40 Dividend (^) 

10 00 

50 00 

4000 

4000 

1000 

2000 

41 Eanung pwatupe (Re) 

1 55 

1050 

9 29 

381 

5 27 

4 69 

42 Book value per share (Rt) 

43 PfE ratio ’ 

9Q18 

89 74 

103 32 

100 31 

7233 

6811 

15 50 

000 

5 38 

000 

304 

000 

44 Debt-equity laao 

(tUgusMd for revaluMion) (%) 

106 02 

84 40 

9497 

7897 

105.46 

9206 

45 Sbort-ierm bank borrowings 

lomventones (%) 

000 

000 

115 98 

10724 

7094 

7739 

46 Sundry creditors to 

sundry debtors (%) 

3918 

40 35 

8180 

59 92 

5057 

4960 

47 Total remuneration to employees 

to value added (56) 

4967 

43 31 

1178 

44J7 

2858 

3687 

48 Total refflunonUion to employees 

fovalue Of prpduchofl (56) 

I(k9l 

809 

10 

776 

ii5l 

1066 

49 Cfoks fixed assets foitnaiion (56) 

1048 

i«.4S 

2806 

1073 

5.39 

8 51 

50 Growth m )itvent6riei 

0.^ • 

5106 

-16,17 

649 

902 

298 
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per Milt. However, the com^eBy wouM 
heve Bttflfoed • loss bM for the ahnp 
iticieese in non-operating pitrfit dfuing 
the year. The aon-qpentieg pro^ of 
lU ^.9 croie was <hie to profit on sale 


of investments. 


Export prices of beta-naphtbiri uid^n 
acid beam unretnunerative foHow^ 
Herce competition from China nd ^ 
umdabie prices rittually left no margins, 
forang tl» company to cut protfaictioa 
and sale. Furdier, the chtoraikafi industry 
continued to be in doldnuns throughout 
the yew. mainly due to over-capacity in 
the industry. The average prices of caustic 
soda iye dropped by 20 per cent even 
white the cost of power, which forms a 
main component of the total cost of 
production, increased by 21 per cent over 
and above the 28 per cent hike in the 
previous year. 

The fall in profitability is reflected in 
the fact that though earnings per share 
rose from Rs 4.7 to Rs S.3, the conqiany 
cut dividend from 20 per cent last yew 
to IOpercent.Bo(dcviJoe moved up from 
Rs 68.3 per share to Rs 72.3 per share. 
The company’s sham is quoted w around 
Rs 16 on the Bonibay Stodc Exchange, 
discounting annual earnings by a mere 
three times, reflecting poor investor 


interest. 


In a lud to improve its performance, 
AUil IS now attempting to emerge as a 
mche player in speaality intermediates. 
The company's bulk chemicals and inter¬ 
mediates di^sion, consequently, is new 
changing its produa imx, moving awqi 
from low value products to hi^ mwgia 
rpeciality products. The company plans 
to introduce at least four speciali^ inter¬ 
mediates in order to improve gross mw- 
gins in 1998-99. 

The company is now bhying out the 
33 per cent stake held by CibatuI Speci- 
dity C3iemicdis in CibatuI. paying fo 26 
per share for the 21 laUi shares held 
by the Swiss multinational. This will 
make CibatuI a 100 per cent sifoskhaiy 
of Anil. This buy-oiu, woikiag out to a 
total cost of RsS,Scfnie. wiU be financed 
from the proceeds of the sale of Ahri's 
7.5 per cent sttte in Novai^ a^ich 
rqxntedly yielded around Rs 3BA0 ' 
wore. There is spOMlatton that thMiMiiM 
is apwhidetoa mergwbetweeh jf li^ ^ 
Obntul 





CIVIL LIBERTIES 


Law on Right to Information 

A G Noorani 


There is ample material for draftinf’ a Freedom of Information Act. A 
good amalgam can he made of the 1*^96 Bill prepared by the 
committee .set up by the UF government, the Karnataka Bill of 1988 
and the Tamil Nadu Act of 1997. What is lacking is political will and 
courage. 


mr. union minister for urban atfuirs. Ram 
Jcthmalam’s move to open the files of his 
ministry to the publie was ill-considered 
and inept. No individual minister can take 
such a decision. I'he files are not his 
personal property. His energies would be 
more fruitfully directed towards drafting 
a Freedom of Information Act. 

A draft bill was prepared by acommittee 
set up by the United Front government, 
thanks to the labours of H D Shoiiric The 
('onsumer Fducat ion and Research Centre 
at Ahmedabad also prepared a draft Access 
to Information Bill. It eris on the side ol 
compleKity and detail, unlike the com¬ 
mittee's dral I. Only last year, Tamil Nadu 
enacted the Tamil Nadu Right to Infor¬ 
mation Act fNo XXIV) ol 1997 which is 
extremely simple. There is another model 
to draw on. the Karnataka Freedom of 
Press Bill No 12 of 19K8. Its moving spirit. 
Ramakrishna Hcgdc. resigned m August 
1988 and liis successor S R Bommai had 
other matters to iKcupy his mind. 

The scheme is the same. Recognise the 
rightof access to public documents; define 
the exceptions; and provide the procedure 
for the enforcement of the right. The right 
to know IS compri.scd in the fundamental 
I ight to freedom of speech and expression 
embodied in article I9(l)(a) of the 
Con.stitution. 

Tlie exceptions m the Tamil Nadu Act 
are far too many and too widely worded. 
In this respect it is worse than the Karnataka 
Bill. But, the Act provides for an appeal 
while the Bill did not. Scction4 of the Act 
reads thus- "t I) Any person aggrieved by 
an order of the competent authority or any 
person who has not received any order 
from the competent authority within M) 
working days may appeal to the govern¬ 
ment. subject to such rules as may he 
prc.scribed. (2)Thedccisionof the govern¬ 
ment or such other authority as may be 
pre.scribcd .shall be final. (}) No order 
adveisely affecting any person shall be 


pas.scd exeept after giving that person a 
rea.sonable opportunity of being heard.” 
This is an appeal from Caesar to Caesar. 

However, the government’s decision is 
open to challenge in the high court by way 
of a writ petition. Thanks to the Supreme 
('ourt’s rulings, the government'sdecision 
ol refusal, to be valid, must .state the 
reasons. 

The 1996 Bill, however, provides for 
appeal to a court of law Clau.se 9 of the 


draft Bill reads thus: “An appeal against 
refusal or failure to supply the information 
sought for or against inadequate or 
misleading information shall lie to the 
Principal Civil Judge of the lehsil or of 
the district or of the city as the ca.se may 
be where the infonning authority is loca¬ 
ted. The appellate authority concerned 
shall dispose of the appeal within 30 
days of its filing by a written order and 
giving reasons for its decision.” Again.st 
the court’s decision, al.so, a writ lies to 
the high court and even to tha Supreme 
Court. 

A good amalgam can be made of the 
1996 bill prepared by the committee, the 
Karnataka Bill of 1988 and the Tamil 
Nadu Act of 1997. perhaps the first such 
statute to be enacted by any state. There 
is ample material for any good draftsman 
to draw upon. The bill is not difficult to 
draft, either. What is lacking is political 
will and courage. Gimmickry is no 
.substitute for serious effort. 
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COMMENTARY 


Jharkhand Aborted Once Again 

Arvind N Das 


It is now obvious that for quite some time now, there will be no 
separate state for the adivasis of Bihar. Jharkhand is dead and 
Vananchal has proved to be a mere ruse to draw it to its destruction. 


WHATEVER happens lo Laloo Prasad 
Yadav, it is clear that at least for the time 
being he has managed to subvert the 
formation of Jharkhand. The adivasis de¬ 
manding their home state will have to wait. 

The adivasis of Jharkhand have often 
been taken fora ride. The Bharatiya Janata 
Party and the Rashtriya Janata Dal are 
only tlie latest among tho.se who have 
fooled the adivasis. The BJP's theatrical 
claim that it will create a separate 
Vananchal state only adds insult to the 
injury done to the adivasis. And Laloo 
Prasad Yadav’s cynical volte-face on 
Jharkhand clearly indicates that power is 
much more imjmrtant for him than any 
principle. The fact is that he has let down 
the adivasis. as many rulers of Bihar have 
done betore him. Whatever happens now 
to Laloo Prasad Yadav and his spouse, lo 
Ram Bilas Pas wan or his new-found friends 
in the BJP. lo CJeorge Fernandes and his 
RSS comrade in the Patna Raj Bhawan, 
lo the CPKM) and others opposed lo the 
creation of small states like Jharkhand, to 
the Congress and its on-now off-again 
alliance with the Morcha of the Yadav 
leaders, lo the BJP itscll which has more 
than adequate egg on its face, it is now 
obvious that at least for quite some time 
now. there will be no separate state for the 
adivasis of Bihar. Jharkhand is dead and 
Vananchal has proved to be a mere ruse 
to draw it to its destruction. 

For many years now, the most dramatic 
movement that has been taking place in 
Bihar is that of the so-called tribal popu¬ 
lation demanding bifurcation of the .state 
and creation of a new state of Jharkhand as 
the ‘homeland’ of tlie tribals. This ‘homeland’ 
comprises districts, not only the districts 
of Chhotanagpur and .Santhal Parganas in 
Bihar but also certain areas of Orissa. 
Madhya Pradesh and We.st Bengal (which 
draws vigorous opposition from the 
rpi(M) and the Left Front government). 
However, the moth-eaten homeland called 
Vananchal that the BJP is offering the 
adivasis, whom it calls 'banavasis' (for¬ 
est-dwellers) is carved out of Bihar alone. 

Expectedly, the Jharkhand movement is 
being subverted and re.si.sted not only by 


the union government but also by a large 
section of Bihar’s non-tribai population 
which has developed strong vested inter¬ 
ests over a long period of history in the 
mineral- and other resoumes-rich region. 
Now. l.aloo Prasad Yadav. who only la.sl 
year lured the adivasi leaders of the 
Jharkhand Mukti Morcha into supporting 
his regime by promising them Jharkhand 
through a solemn resolution of the state 
assembly, has got the very .same as.sembly 
to withdraw that resolution. He has thereby 
sought to emerge as the champion of a 
united Bihar. Bihar, he thundered before 
moving lo prison recently, cannot be 
divided. Jharkhand must remain a dream 
for the adivasis. This kind of behaviour 
on the part of the non-tribal elite that has 
hegemonised Bihar fur centuries is not 
strange for the adivasis. 

For all the talk of Bihar being the 
geographical 'heart of India' - located in 
the upper half and slightly to the ‘left’ - 
and l^ing the fountainhead of its history, 
precious little is known about the state’s 
remote pa.st. The point of departure for 
most recent hi.storiographic expeditions 
into Bihar's past has been the Magadhan 
empires that spread over vast tracts on the 
strength of abundant iron available in the 
nearby Jharkhand region. Aiul to most 
‘mainstream’ Bihari.' it is this history which 
makes .sense, ffowtver. foi the maiority 
of the inhabitants of the Chhotanagpur 
plateau, euphemistically called ‘tnbals’. 
the historical procc.s.ses 'hat govern Bihar 
today began much earlier. 

A liberal myth about the ‘iribar people 
IS that they were pushed hack from the 
ferti Ic plains of the Gangetic basin into the 
uplands by racially and technologically 
superior ‘Aryan’ invaders. This is a his- 
(orical invention that has a profound 
bearing even today on relationships of 
exploitation and paternalism between the 
.so-called ‘non-tribals’ and the ‘tribals’ in 
the .statutorily unified slate of Bihar. While 
such ‘displacement theories’ and ideas 
about intrinsic and inherent .superiority/ 
inferiority of different social groups may 
serve political purposes of both exploiters 
and populists, common sense would seem 


to demonstrate their nonsensical nature. 
In the Stone Age. without the help of iron 
implements which make their first large- 
.scale appearance in Bihar only around 
the sixth century BC, the largely food¬ 
gathering ‘tribals’ could not possibly have 
survived in the thick, dense rain forests 
of the alluvial plains. 

In those circumstances, it is reasonable 
to imagine the food-gatherers preferring 
the less wooded uplands, preci.sely those 
areas that are the ‘tribal’ habitat to^y. As 
D D Kosambi pointed out in his path¬ 
breaking work on Indian history: “Primi¬ 
tive man would live best in thinner mar¬ 
ginal jungle, not in territory now bearing 
deeper cultivated soil; that is, the best 
localities for the food-gatherers were ap¬ 
proximately where they are found today”. 

There was of course one significant 
natural resource in the ‘tribal’ homelands 
without which civilisation in Bihar, as 
elsewhere, could not have progressed: iron. 
And as soon as the u.se of iron was es¬ 
tablished in a big way, struggle for control 
over sources of the metal began. That is 
a struggle which goes on even today in 
the desperate attempt to retain iron-bear¬ 
ing mineral-rich areas in Bihar and to deny 
the creation of the autonomous Jharkhand, 
a struggle of overwhelming significance 
for the statutory entity and political 
economy of Bihar. 

It was on the ba.sis of the abundance of 
iron ore almost at its doorsteps that the 
Magadhan empire grew as the paramount 
power in India. Pataliputra, today’s Patna, 
was founded by Ajatashatru. Having cheer¬ 
fully murdered his father Bimbisara and 
coasolidated his hold on the iron-bearing 
areas from his capital Rajgir on the fringe 
of the plateau. Ajatashatru cast his cove¬ 
tous eyes on the fertile plains of north 
Bihar and set up the city as a launching 
.station for his campaigns across the Ganga. 
In this manner of subjugation of the 
mineral-rich Chhotanagpur plateau and 
colonisation and conquest of the fertile 
north Gangetic plains. Bihar was uneasily 
integrated in 6th century. Today, the integ¬ 
ration holds but the unea.se has intensified. 

One of the few things widely known 
about the Mauryan ‘Righteous King’ 
Ashok Priyadarshi, ‘Beloved of the Gods’, 
is that he conquered Kalinga, present-day 
coastal Orissa. It is also known that re¬ 
volted by the depredation wrought by 
battle, Ashok renounced war altogether 
and took to the path of righteousness. 
What is not so well-known is that even 
after renouncing warfare, Ashok did not 
disband the powerful standing army of the 
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Mauryas. Even less talked about are the 
exhortations of Ashok directed at the forest- 
dwelling atavikas. forefathers of the 
present-day agilationist tor autonomy for 
Jharkhand. “Forget not that while the 
Beloved ol the tJods is Righteous, he is 
al.so powerlul". an ominous message re 
• pcated time and again m the attempt to 
integrate the ‘iribals’ into the mainstream. 
It is almost as d Lukn) Prasad Yadav. who 
has his spouse occupying A.shok’s seat, 
were echoing the same message to the 
adivasis today. 

At the best ol times, the hegemonisiic 
subjugation ot the tribal has always car¬ 
ried the implicit threat ol coercion. How¬ 
ever. outside the slate apparatus too. there 
is no clarity about the content ol the 
Jharkhand nuivement. In spite ol its pro¬ 
fessed coinmiliiient to decentralisation, 
rights ol minorities and its olt-repeated 
assertion lllal adetiuale royalties from 
natural mineral resources should accrue to 
areas ol then location, the (’f*l(iV!) .sees 
tlie Jharkhand movement as yet another 
manifestation of separatism which needs 
to be combated. On the other side of the 
ideological divide, the BJP. notwilhstand • 
ing its recent patronising attitude towards 
the tribals. sees sinistei designs ol C’hns 
ttan missionaries and godless extremists 
instigating what, it patronisinglv calls 
simple 'banavasis' The region was called 
Jharkhand Iroin time immemorial and was 
recorded as such in the 16th ceniiuy by 
Akbar’s chronicleis. And yet. in llagrant 
disiegard ol histoiy as is its wont, the BJP 
seeks to give the aiea a new name and a 
new identity 

The Jharkliuiid movement has indeed 
.seen its ups .ind ilowns. The Jharkhand 
Party, lounded in I‘>17 by Jaipal .Singh, 
has gone through many twists and turns 
and lactions and Iragments. .Among the 
m.iiiy [olts the movement has received, 
perhaps the worst has been on account ol 
the veiiahiy ol many ol its leaders, notably 
those ol the Jharkhand Mukli Morcha who 
have goi enibioiled in all kinds ot scams 
and scandals Neveiiheless. the move¬ 
ment and the issues that give it momen¬ 
tum transceiul paity lorniations and have 
aequiied the vitality ol an autonomous, 
spontaneous upsurge which lannoi be 
wisheil away 

The issues behind the resurgent 
Jharkhand inovenient are not new. Over 
centuries, ‘outsiders' have oppressed the 
native populalioii. In the last two centu¬ 
ries, the exploitation of mineral, fonsst and 
human a’sotiices olTlic region have com- 
poiiniled the oppression The immense 
mineral w'callli ol Jharkhand has been iiseil 
by outsideis without adequate compensa- 


linn to the people of the region. Coal, iron, 
niangunese, mica, uranium and a variety 
ol'oihcr minerals and metals vital for India's 
economy have been extracted from 
Jharkhand without proportionate benents 
of development having reached it. The 
ecological balance of the region has been 
shattered by heavy industry, large dams 
and hydro-clcetncity projects and com- 
meieial exploitation of forest resources. 

Worst of all. the indigenous peoples 
have been subjected to oppression and 
culluiai humiliation. Forced migration, 
iiansporlation to plantations and indus- 
incs ouisule the region, chain-ganging 
into hazardous work in mines and taet- 
ories. alienaiion ot land and the conver¬ 
sion of the iribals into bonded or .semi- 
slave agricultural labourers, etc, have been 
leatuivs of the political economy of 
Jharkhand. This has been matched by a 
cultural as.saull im the adivasis. Derision 
ol their way of life oil the ground that it 
is 'primitive', active subordination or at 
best callous neglect ol their languages and 
iradiiions, domination over iheir ‘animis¬ 
tic' religious and social mores through 
invidious extension of the .so-called CJreat 
I radition — all these have represented the 
attempted cultural eonquoslol (he adivasis. 

fhe subjugation ol the adivasis has been 
most diamalically demonstrated by their 
subordinate position vix-a-vis the ‘out¬ 
siders’ or ‘dikus’ whose incursion into the 
aiea in position of power, influence and 
wealth has unleashed physical terror which 
com|xnindsca>nomicexploitalionand .six;io 
s iiiiurai oppression. The niafiaol the mines 
IS diawn Ironi the notorious ABC - Anah. 
Ballia. ('hapra - districts where cultural 
backwardness matches |unker brashness. 
The .iggrcssion ol these immigrants is 
unleashed on tribal workers and peasants. 
The dikus hold sway not only overemploy¬ 
ment in industry hut also have praclically 
monopoli.scd trade and commerce. Till 
iccenlly. even such middle class as existed 
in the region was essentially non-lribal. 

However, the emergenee of a middle 
class among the adivasis. paitly as a result 
o( the .statutory provisions of reservations 
lor scheduled tribes in education and 
i-mploymeni. has qualitatively altered the 
JharkhantI movement While tribal resis¬ 
tance to domination and exploitation is . 
legendary and peasant in.surreclion among 
them against landlordism and usury have 
taken the lorm of great upsurges like the 
iilgulan' led by Bir.sa Muiida, the first 
political organisation of adivasis in a 
modern polity was begun by the Cam¬ 
bridge-educated Jaipal .Singh who had led 
ihe Indian hockey team to its golden trail 
111 Ihe lf2S Olympic (lames. In 19.17, 


Jaipal Singh founded the Jharkhand Party. 

It is perhaps not only coincidental that 
it wa.s around the same time the ‘untouch¬ 
ables' (later called scheduled castes) and 
the ‘primitive’ forest-dwellers (later clas¬ 
sified as scheduled tribes) .started assert¬ 
ing themselves under B R Ambedkar and 
Jaipal .Singh, respectively. The attempt of 
both to articulate the grievances of their 
particular constituencies got inevitably 
intertwined with the is.sue.s of the general 
polity of the age. Babasaheb Ambedkar’s 
nile in the evolution of the Indian Con¬ 
stitution was not divorced from his con¬ 
cerns about the social, political and cul¬ 
tural resurgence ol the ‘backward class' 
and Jaipal Singh's a.ssiKiation with the 
proccs.scs of indu.strialisation, in particu¬ 
lar his closeness with Ihe Tatas and dal¬ 
liance with other strange 'friends of 
Jharkhand' like Rai Bahadur Mohan Singh 
Oberoi and Minoo Masani. did not stop 
him from being hailed as the undisputed 
leader ot Ihe tribals of Jharkhand. 

The dilterencc between Ambedkar and 
Jaipal Singh however was that while Ihe 
former saw through Ihe deleterious eflcct 
on the .scheduled castes’ position exer¬ 
cised by Ihe (lolitics of Ihe Congress and 
thus disassociated him.self from it. Jaipal 
Singh led the Jharkhand Parly into the 
embrace of the Congress. The result ol tlicso 
different courses was that while the 
movement of the scheduled castes retained 
sufficient autonomy to allow sell-cxpre.ssion 
of its people to go through Ihe stages ol 
‘achluHit’ (untouchable) u> harijan (chil¬ 
dren ol god. a name given by MaJiatma 
Gandhi) to dalil (oppres.scd). the .sell- 
conseiousness of the irihals under Jaipal 
Singh remained pa.ssive. The perceptive 
British civil servani. John Hubbuck. re¬ 
marked, “Jaipal Singh's prowess on the 
hockey field wa.s not necessarily coni- 
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hinetl with sound political judgment*', l he 
tribal movement stagnated, with the 
lharkhund Party drifting between the Scy lla 
of the Congress system of politics, which 
includes the likes of Ihc opportunislistic 
Laloo Prasad Yadav. and the Charybdis 
of the easy venality of its leaders, particu¬ 
larly those belonging to the Jharkhand 
'jMukli Morcha. 

However, (he present phase ol the 
Jharkhand movement is different. This 
time (he movement is not only pan-tribal, 
including within it not only the Mundas 
of Jaipal Singh and the Santhals of Shibu 
Sorcn but also other adi vasi groups. It also 
includes within it non-tribal workers and 
peasants (on. It has a distinct ideologically 
motivated leadership ol great sophi.stica- 
tioii and its cadres are not Ihc archetypal 
simple forest-dwellers but students and 
youth in urban and industrial areas. Much 
has changed in the political economy ot 
the region since Jaipal Singh founded the 
Jharkhand Paity and the changes are re- 
ll-'cted in ihe movement .shifting Iroin 
iv>iics ol ethiiKity to regionalism to class 
III the bioadest sense ol Ihe term. 

In this context, it is not surprising that 
I here is a inai keil reluctance in i he political 
e.stablishmeni ol Bihar to a^iee to Ihe 
demands ol (he iribals toi a separate stale 
within Ihe Indian union. Without the rich 
mineral, loresi and other rc.sourccs ol 
Jharkhand. Bihar will have little rcasim to 
claim an impunant place in (he comity ol 
peoples that is India. What will be lell il 
Jharkhand goes; calamity-prone subsis¬ 
tence agriculture north of (he Ganga. an 
aggressive but not optimally productive 
kulak economy m Ihe south Bihar plains, 
a tew piocessing industries like the relin- 
cry at Barauni dependent on capncious 
crude supply tiom As.sam. and the humili¬ 
ating existence ol being the rc.st ot India's 
piHtr relation ' All that will be left in Bihar 
.liter Jharkhand will he ‘baalim. aal(M) aur 
l.alixi' (.sand, potatoes and (he inimitable 
raja of Bihar), as the rhyme puts it. No 
wonder ihen that not only Ihc government 
of Bihar but its very ruling consensus 
abhois the idea of the cication of a 
Jharkhand state. 

Jharkhand has provided Ihe lifeblood ol 
Bihar. Indeed it can be said that one ot 
(he principal factors (hat distinguishes 
Bihar in its pre.sent sorry stale from other 
less unfortunately placed neighbours is 
the easy availability of resources with 
which to .subsidi.se economic social, po¬ 
litical and cultural backwardness. At one 
time in history, the re.sourccs of Jharkhand 
gave Bihar the forward thrust that enabled 
it to grow into bcci iming the heart of India. 
The minerals metals and forest materials 


themselves and the economic surplus 
generated through their use provided the 
wherewithal to erect empires, construct 
philosophical .systems and build elaborate 
siK'ial structures. With time however, even 
this natural boon turned into acursc. Instead 
of becoming a catalytic force for accel¬ 
erating economic development, the secu¬ 
rity arising out of control over certain 
wealth made the body politic go Habby. 

Among many backward regions in the 
country, what di.stingui.shcs Bihar's own 
particular brand ol backwardness is its 
ability to sustain stagnation. I'hc result is 
the intensification ol the proce.ss of degen¬ 
eration in the .state to spectacular limits. 

Bihar has a clearly dualistic economy. 
The plains are essentially agricultural 
whereas Ihe plateau has mining, mtinufac- 
liirc and forestry. And the only economic 
link between the (wo is one of exploitation 
through revenue-gathering. The leaders of 
the Jharkhand agitation have claimed (hat 
75 per cent of the revenues of Bihar are 
extracted from Jharkhand liven a cursory 
look at the major revenue sources of the 
stale - .sales tax. exci.se. electricity duty, 
royalties on minerals, proceeds from sales 
ol lorest produce, etc - indicate that the 
major il not the preponderant sources ol 
levenue are located m Jharkhand. 

The economic dualism of Bihar is 
matched by cultural and social dualism. 
C'cnluriesofintei action between the tribals 
and others have not been able to ejeale 
unintegraledcivili.sation I'he'mainstream 
population' has adopted and internali.scd 
many aspects ot tribal life: nevertheless, 
the ‘tribal' still remains 'the other’, the 
internal enemy, whose existence allows 
lor a certain social consolidation among 
(he rest. Issues within the society, which 
are otherwise ncarthc Hash-point, are kept 
under the simulated charade of confront¬ 
ing a permanent enemy. This loo is not 
unique. Colonialism creates an uneasy 
con.sensiis in the mother country and in 
this re.spoct at lea.st, Bihar under I.alixi 
Prasad Yadav has developed its own brand 
of pnmilive Thatcherism 

But all this has an inherently tragic 
dimension. Delusions ol grandeur arc 
ultimately unreal and. unless there is 
vitality within. Ihe .show cannot be main¬ 
tained for long. Indeed, as the crisis deep¬ 
ens in the 'mother country’, Ihe consensus 
breaks down and support for ‘the other' 
arises from within the ranks of the 
colonisers themselves. For, the colonisers 
arc not uniform. In fact, so divided and 
oppressive is non-tribal Bihar itself that 
the oppressed there may well rind allies 
among the Iribals rather than among their 
own rulers. The support extended to the 


Jharkhand movement by the organisations 
of the rural poor in non-tribal Bihar is 
pointers in this regard. 

Then what will happen to Bihar if Jhar¬ 
khand were to go out? There will undoubt¬ 
edly be a serious resource emneh that will 
most affect the flabby and over-fed bu¬ 
reaucracy, which floats like scum on the 
stagnant pool of social decadence. There 
will also be a sense of loss and a traumatic 
break from the past. Mure than just maps 
will change. The economy will have to be 
drastically rc-uriented and the whole men¬ 
tal make-up of the state will be .shaped aliesh. 

For a new beginning. Bihar will have 
to look at its strengths: a large fertile land 
tract and an immense manpower ha.se. Of 
ncces.sity, agriculture will have to be made 
more productive. And, for that, effective 
land reforms will have to be carried out. 
A state which docs not have access to 
cheap wealth extracted from a colony 
cannot aflord the luxury of uneconomic 
landowning patterns. 

.Simultaneously, the agrarian infrastruc¬ 
ture will have to be developed lot optimal 
production. The reason why Punjab had 
practically no option but to develop was 
Its traumatic partition. And the emergence 
ol a stable .social democracy in Bengal, 
albeit agrarian and erected on a relatively 
piHirer base, is not unrelated to its own 
tnincation. Bihar, shorn of Jharkhand, will 
have to pull it.self up by its boot.straps and 
create a modern agriculture, agro-indus¬ 
tries and appropriate infrastructure. 

A smaller Bihai may not immediately 
become a moa* beautiful Bihar but it will 
become immensely more manageable. 
Administratively il will still remain gar¬ 
gantuan but at least the problems of so¬ 
ciety-building will become more uniform. 
Adversity hxs the habit ol bringing out the 
best in people and. deprived of (he easy 
wealth of Jharkhand. Bihar may just see 
a cultural resurgence that will manifestly 
enrich its human re.sourcc potential. 
Agrarian resirucliirmg. inevitable for Ihc 
sheer survival of the .stale, will reinvigorate 
(he rural producers, and the middle class 
will have to shed its attitude of clo.sct 
colonialism which, while allowing it to 
lord it over the tribals. also depraves and 
degenerates it. The ;>epara(ion of Jharkhand 
from Bihar will prevent the dominant role 
in the state’s politics ot fly-by-night 
operators who use their position in the 
mining areas to acquire legitimacy and 
power in the non-tribal areas. Politics will 
not become clean overnight, but the ugly 
smears of coalfield mafia operations will 
be restricted. 

If Jharkhand were to separate. Bihar will 
die one death. As it is, it dies every day. 
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A Post-Pokhran Policy for Kashmir 

Baing Puri 

An internal debate amona the different ethnic and religious 
communities of Jammu and Kashmir on their status within the state 
and on the state's external ties must constitute the core of a post- 
Pokhran Indian policy on Kashmir. It is unnecessary to assume that 
the outcome of .such a political proi ess would necessarily go against 
India. For. any understanding among the various identities within 
Jammu and Kashmir can he built only on the basis of a democratic 
and federal .set-up - which is closer to the Indian polity, with all its 
faults and .shortcomings. 


ONE ol the conspicuous ci)nscqucnccs 
of the nuclear blast by India on May 11 
and l!I. and by Pakistan later, is intcr- 
nalionalisaliun of the Kashmir issue. To 
explain it in terms of an international cons¬ 
piracy would amount to evasion of res¬ 
ponsibility to study the problem in its 
present form and devise an appropriate 
strategy to meet the challenge it poses. 

As long as India retained a decisive 
superiority in conventional weapons, 
Pakistan could not at ford to go to war with 
India. Even if war broke out. the consc 
quences could have been contained within 
some limits. But alter nucicansation. there 
IS almost a parity between the two coun¬ 
tries. Moreover, the coasequcnces of a 
nuclear war arc tar too grave to be ignomd 
by the rest of the world. Hence, the inter¬ 
national concern over Kashmir. 

The over-sensitiveness of the govern¬ 
ment of India to every mention ol the 
Kashmir problem by the leader of any 
country hardly helps .Such panicky re¬ 
actions deprive India of many valued 
friends. Their legitimate concern about 
the importance that the Kashmir problem 
has now assumed should be appreciated 
and not condemned. India should now 
concentrate on thinking anew about the 
reality ot the situation and show its ear¬ 
nestness in resolving the long-disputed 
issue A realistic assessment about the 
situation at the international diplomatic 
level and the local level in the state would 
be in the best national interest at this stage. 

India should also overcome its allergy 
to every mention of human rights in 
Kashmir. For. violations of these rights 
are not committed by the .security forces 
alone but by militants also. In fact the latest 
repoitsofintemat ional human rights oigani- 
sations and of the US have taken greater 
notice of the latter. The Indian state did 
respond to the critici.sm by national and 
international human rights organisations 
of some of the excesses ol the security 
forces. Human rights have been intro¬ 


duced in the training programmes ol the 
security forces. Enquiries have been held 
I nto some complaints of exce.sses and erring 
ollicials have been prosecuted, punished, 
dismissed and sentenced to imprisonment. 
Indian and international media persons 
can freely visit the state and send their 
reports, including about human rights 
violations. The judiciary is taking greater 
cognisance of complaints of these viola¬ 
tions. A State Human Rights Commission 
has been .set up. Certainly not enough. But 
instead of asserting that the security forces 
never violate human nghts - which no- 
btxly believes - all that the government of 
India is expected to do is to prove its 
earnestness in minimising the violations 
and Its policy of transparency due to which 
the media can expose the.se violations. 
C lovcrnmenl of India has perhaps realised 
by now that human rights violations are 
counter-productive. They defame India 
much more than any propaganda by 
Pakistan. They alienate the local people, 
lower the morale and discipline of the 
security forces and eventually brutalise the 
whole nation. A conscious efforts should, 
therefore, continue to be made to sensitise 
and educate the security forces about their 
behaviour in the state and thus to improve 
India’s record and image on the question 
of human rights. 

Meanwhile violations of human rights 
by the militants have not abated. Ever 
since Kashmiri militants have been re¬ 
placed by non-Kashmin militants, belong¬ 
ing to cither PoK or Pakistan and Afghani¬ 
stan. more mass killings in a more brutal 
torm have become very common. One of 
the reason for the decline of militancy in 
Kashmir \ alley is the reaction of Kashmiri 
Muslims towards these excesses by the 
militants. MuslimconscictKc was outraged 
when .seven innocent Kashmiri pandits 
who, unlike other members of their com¬ 
munity, had put their full faith in the 
followers of Islam and had not migrated, 
weiekilledinSaitgramain March 1997. Again 


every Muslim .seented to be visibly bia- 
dened with a sense of guilt when militants 
butchered 26 members of the minority com¬ 
munity at Wandhama in Kashmir valley 
on the eve of Republic Day in January 
1998. However, a stray comment by a 
Doordarshan commentator that Muslim 
condemnation ot the Wandhama tragedy 
was hypocritical and the .senseless killing 
of .seven Muslim youth in Kishtwar by 
army jawans soon after Wandhama kill¬ 
ings were attempts to unload Muslims of 
their .scn.se of guilt. 

I witnes.sed a similar sense of .shock, writ 
large on every Muslim face in Doda, when 
26 members of two marriage parties were 
butchered simply because they tvere Hin¬ 
dus. The Muslims unanimously condem¬ 
ned such acts as un-Islamic. But the.se 
spontaneous and humane reactions were 
noticed neither by the elci lronic and pnnt 
media nor by the government and society. 
When the entire Muslim community is 
blamed for the sins of its co-rcligioni.sts, 
such reactions get converted into commu¬ 
nal popularisation, thus reducing the i.so- 
lation ot the militants from their own 
community. 

The issue of innocent killings needs to 
be i.solated from other militant and anti- 
militant actions and public opinion should 
be mobilused against them irrespective of 
the political and religious faith of the vic¬ 
tims and of whosoever may be the killers. 
It is time that the government ot India 
reconsidered its pFc.senl ban on the visit 
to the .state by Amnesty International. There 
IS absolutely no justification for doubting 
Amnesty's bona tides. There is every 
advantage m allowing its representatives' 
visit in terms of making the government’s 
claims of transparency more credible, 
thus earning international giMidwill and 
winning over the local people as also im- 
pnwing the performance and image of the 
security forces. Further, India should 
encourage human rights activists, who 
inspire confidence among the people, to 
monitor human rights violations by cither 
side and insist that the Pak-sponsored mili¬ 
tants co-operate in the monitoring work. 

In fact the government of India .should 
make human rights as the main plank of 
its Kashmir policy, internationally and 
locally. The word is sufTiciently sensitive 
about the human rights violations and the 
threat of tciTorism. The government should 
mobilise international opinion against the 
latest phase and form of militancy which 
is far more brutal than the earlier phase 
and has far less local support. Thete is 
absolutely no doubt anywhere in the world 
about the fact that Pakistan is not only 
giving the militants arms and training tmt 
lately even sending its own trained mili- 
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tarns who indulge in mass kiUings of the 
minority in the state and in terrorist ac¬ 
tions. This issue of innocent killings could 
even be put at the top of the agenda of 
Indo-Pak talks. 

Unless people arc free to express their 
religious and political views, there cannot 
^ be any meaningtui dialogue among vari- 
1 .ous viewpoints in the state. An internal 
debate among various ethnic and religious 
communities on their status within the 
state and on the state’s external links is 
absolutely necessary to evolve a consen¬ 
sus on the subject. Again, it cannot be 
easily as.sumcd that the consensus would 
necessarily be against India. For a con¬ 
sensus can be built only on the basis of 
a dcmiKratic and federal .set-up which is 
clo.ser to the Indian polity. 

One of the serious weaknesses of any 
discussion in the .state is that it usually 
does not take into account the existence 
of ethnic and cultural communities. There 
IS a misconception among various inter¬ 
national groups interested in the problem 
that Kashmir comprises only of the Hindu 
and Muslim communities. For instance, 
president Clinton in his last statement on 
Kashmir reminded India that there were 
more Muslims in the state than Hindus. 
II one were to suggest that American 
policies should be framed in keeping with 
the wishes of Protestants and Catholics, 
the two major religious communities of 
the country, would that sum up American 
reality? Whenever one refers to America 
one usually takes note of blacks and whites, 
Anglo-.Saxons and ethnic communities of 
Europe. Asia and Africa which compose 
the American nation. Why should not the 
government of India be itself aware of and 
tell rest of the world the fact that J and 
K state includes a large number of ethnic 
and cultural diversities. Their ethnic and 
cultural urges arc no less important than 
their religious urges. For instance, 30 per 
cent of the population of Jammu region 
arc Muslims who were not involved in 
the militant movement till recently. The 
Muslimsof Ladakh, almost half of the popu¬ 
lation of the region, are still not part of it. 

To start with, it was an ethnic upsurge 
of Kashmiri Muslims. They are the single 
largest and most vital community of the 
state. It was this community which felt that 
its identity was threatened by Pakistan in 
1947 as it refused to accept the right of 
the people to decide the future of the state 
and had publicly declared that this right 
vested with the Maharaja. In contrast, the 
stand of the government of India and the 
Congress leaders was that sovereignty 
belonged to the people of the .state and not 
the princes. Later Pakistan further pro- 
vok^ the hostility of the people when it 


neither honoured their wishes nor that of 
the Maharaja, but used force to try to 
annex the state by sponsoring a tribal raid. 
However, the same community which had 
welcomed the Indian army in 1947 and 
helped it to expel the Ps^istani raiders 
from the valley turned hostile to India 
when it felt that its identity was threatened 
from the Indian side. The dismissal of a 
duly elected government of the National 
Conference headed by Farooq Abdullah 
m 1984 and his reinstatement as chief 
minister after two years of humiliating 
negotiations when he agreed to share power 
with the Congress Party, which was ruling 
at the centre, followed by manipulations 
in the assembly elections in 1987 were 
among the many reasons responsible for 
such feelings. Whether they were anti- 
Pakistan in 1947 or a majority of them 
became anti-India in 1990 (bet never pro- 
Pakistan), the motivating force was the 
sentiment of Kashmiri nationalism. To 
treat Kashmiri Muslims as only Muslims 
and not as Kashmiris is to betray total 
Ignorance of the Kashmiri mind and its 
rich history of 5.0(X) years of which every 
Kashmiri Muslim is proud. 

Religious-sentiments alone cannot fully 
express the urges of the distinct ethnic and 
cultural identities of the Muslim and Hindu 
communities. Dograsot Jammu, who include 
Muslims and Hindus both, the Pahari 
community which also includes both the 
communities, the Ladakhis who include 
Buddhi.sts and Muslims and the Gujjars 
who arc entirely Muslim have their res¬ 
pective urges. tran.scending religious urges. 

There is no doubt that Pakistan has been 
desperately trying tocommunalisc the situ¬ 
ation and .some of the policies of India too 
have unwittingly helped the process. Thus 
JKLF which pioneered the militancy in 
Kashmir valley with the slogan of ‘azadi’ 
and as a champion of Kashmiriyat lost 
much of its fighting capacity as Pakistan 
diverted its armed support to pro-Pak 
militant outfits and the JKLF became an 
easy target of the Indian security forces. 

J KLF .sources even allege that the pro-Pak 
militants pa.s.sed on information to Indian 
security forces regarding whereabouts of 
JKLF's anned cadres. 

Meanwhile, the Pakistan government 
ruled nut the third option of independence 
other than the option contained in the 
Security Council resolutions of accession 
to India oi Pakistan. In July 1998 the 
Pakistan high commissioner in New Delhi 
was emboldened by the favourable post- 
nuclear situation in the subcontinent to 
bluntly tell the Hurriyat leaders that hence¬ 
forth no groups in Kashmir which .stood 
fur independence would gel the support 
of his government. He is reported to have 


dismissed the prote^of JKLF chief Yasin 
Malik that it would be difficult for him 
to face his people and tell them after sacri¬ 
ficing the lives of 70.000 Kashmiri youth 
that ‘azadi’ was no longer possible, fhvipg 
gone too far in their anti-India commit¬ 
ments, the JKLF and other champions of 
‘azadi’ were thus left with no option other 
than to fail in line with pro-Pak groups. 
The change of the leadership of the Hurriyat 
from Mirwaiz Umar Farooq to Syed Ali 
Shah Geelani, a Jamat-i-Islamic leader, 
confirms the new trend. A Hurriyat leader, 
Abdul Gani Lone, expressed his despera¬ 
tion by inviting Taliban of Afghanistan to 
come to Kashmir for its liberation. 

On the other hand the anti-Pakistan 
leadersof Ka.shmiriyat had tocome to term 
with the hindutva brand of Indian nation¬ 
alism. Chief minister Farooq Abdullah 
offered to support the Vajpayee govern¬ 
ment on the plea that Kashmir would .sup¬ 
port any political party that came to power 
at the centre even if it be the RSS. He has 
been as vocal as any BJP leader in his 
denunciation of Pakistan, glorification of 
the Pokhran tests and defence of the 
American missile attack on Afghanistan. 

The.se two extreme poles do not repre¬ 
sent the reality of Kashmir. How the vast 
space between the two poles is filled would 
determine the mcxKl of Kashmiri identi¬ 
ties, which cannot be easily .suppres.sed by 
either India or Pakistan. It is of course in 
India’s interest to allow Kashmiri Mus¬ 
lims the freedom to be as critical of the 
government of India and the BJP ideology 
as people belonging to non-BJP parties in 
India are. To make loyalty to India and to 
the government of India synonymous has 
been the weakest part of India’s Kashmir 
policy. For, if the people of Kashmir do 
not have a right to participate tn choosing 
and changing the government of India and 
to oppose it. the rest of India has no right 
to expect loyalty from them. 

Similarly, tho.se leaders who claim to be 
champions of the Kashmiri identity should 
have the courage to tell Pakistan that it 
must come to terms with the reality of the 
Kashmiri identity. Otherwise it would 
continue to face isolation in Kashmir, as 
much as it did in erstwhile Bast Pakistan. 
But for doing that they will have to give 
up their dependence on Pakistan for their 
arms and training and for political and 
diplomatic .support. The only way out for 
them would be to try non-violent methods 
for theirobjectives. Whatever be the initial 
reasons for Kashmiri youth to take to the 
gun and whatever be their achievements, 
the growing use of violence has already 
become counterproductive. As Pakistan 
and its intelligence agencies have fully 
taken over command of the anti-India 
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militani activity in the state, it has resulted 
not only in massacre of Hindus but also 
brutalisation of the Kashmiris, one of the 
most civilised communities of the sub¬ 
continent. As *hc Ka.shmiri identity recov¬ 
ers its original torm with the encourage¬ 
ment and support of everybody who is its 
well-wisher, it should seek a more satis¬ 
factory relation with other regional iden¬ 
tities like those of Jammu and Ladakh and 
other ethnic communities. In any case, the 
present unitary torm of the constitution of 
the .state is a principal .source of tension 
among its various regions and communi¬ 
ties and many a complication in the Kash¬ 
mir problem. It must be replaced by a 
regional and cultural federal con.stitution. 

It is realised by most of the Kashmiris 
that their identity would remain incom¬ 
plete without the return of Kashmiri Hindus 
wh«) 'nigrated almost en masse in 1990 in 
search of safety. An intercommunity dia¬ 
logue on creating proper conditions foi 
their return and live in the valley with 
security and dignity must be initiated Tlie 
initiative should preferably be taken by 
the secessionist leaders. Suchadialogue may 
be preceded by or started simultaneously 
with a dialogue between intellectual and 
cultural leaders ol the two communities 
on the es.sence ol Kashmit's heritage and 
culture and on measures to safeguard and 
promote them. Ix'l the present mental dis¬ 
tances among them he first reduced before 
trying to reduce the physical distances. 

An internal regional and inter-ethnic 
dialogue would he absolutely necessary 
tocvolve a composite and harmonious per- 
.sonality of the stale. Whetherornota con- 
.sensus emerges on the future ot the status 
of the state, the extames would certainly 
he eliminated. Otherwise trm it is the res¬ 
ponsibility of India to ensure that every 
ethnic and religious community gets its 
due share and its urges and needs are fully 
satislied In this context the work of the 
Regional Autonomy Committee .set up by 
the slate government in November 1996 
and a draft of whose report has been com¬ 
pleted should he seriously studied. For it 
aspires to present a nuxlcl of balanced 
development of the three regions as also 
of sub-regions in political, cultural, eco¬ 
nomic and .social fields. The interest and 
urges of Kashmir valley (with S2 per cent 
of the population of the state including 10 
per cent non-Kashmiris around the peri¬ 
phery ol the valley and 4 percent Hindus), 
Jammu region (with 46 per cent popula¬ 
tion including 30 per cent Muslims) and 
Ladakh region (with .52 percent Buddhists 
and 48 percent Muslimsi must be recon¬ 
ciled through a process of dialogue, tor 
which the committee's report provides a 
basis. 


A similar dialogue could be attempted 
between ethnic (non-religious) communi¬ 
ties on the Pakistan side of the state. 
Amanullah, leader of JKLF, has already 
commanded a federal set-up for the state. 
The present LoC divides various ethnic 
communities in a very unnatural way. 
Excepting the Ka.shmiri-spcaking valley, 
the erstwhile Jammu and Ladakh divi.sioas 
have been divided. When every commu¬ 
nity on both sides of Ix>C is properly ad¬ 
justed then an experiment can be made in 
making the border soft. Subject to all secu- 
nly reslrictioas, peoplcof Jammu region for 
instance should he able to meet their co¬ 
linguist Iriends and relatives aemss the IjoC. 

The multi-layered dialogue must also 
include one between the .sece.ssionists of 
Kashmir and the non-official leaders of 
the country to be followed by a dialogue 
between the former and the government 
of India, without any preconditions. Such 
an offer was made by the Narasimha Rao 
government, but was rejected by the se¬ 
cessionists led by the Hurriyat. The rejec¬ 
tion cau.scd confusion and differences in 
their camp and critical reaction in foreign 
countries. It was argued by theircrilics that 
It they could carry on bilateral dialogue 
with the representatives of the Pakistan 
government, on what grounds were they 
unwilling to have a .similar bilateral dia¬ 
logue with the Indian government. 

At that stage further proposals for .so¬ 
lution of the Ka.shmir problem could he 
considered. The choice bclore us is not 
lull solution or no .solution but a scries of 
partial solutions which might pave the 
way for a rational and final solution. As 
(iandhji used to say. “One step at a time 
IS enough for me”. As internal dialogue 
proceeds and the urges of the people are 
accommodated in a better way and (he 
constitution of the state is amended by 
making it federal, they would be in a better 
Irame of mind to consider any other pro¬ 
posal. Moreover, if their life is not threat¬ 
ened for professing a particular religious 
or a particular political faith then dialogue 
of words and logic can replace the present 
dialogue through bullets. Before a final 
solution is attempted let the guns be si¬ 
lenced and people on both sides ot LoC 
start restructuring their internal systems. 
Both the governments should first try to 
satisfy their people of their respective parts 
and later allow them to meet at the LoC 
so that passions, hatred and violence are 
controlled. 

The mood ol the Kashmiri Muslims has 
varied, depending on their threat percep¬ 
tions and on external factors. 1947 (when 
they opted for India). 19.5.3 (when Aman¬ 
ullah was dcpo.sed and detained), I97S 
(when Amanullah returned to power after 


the accord with indira Gandhi was sign^, 
1990(when militancy raised its head) and 
pre- and po.st-Pokhran 1998 mark such 
variations. There have been similar varia¬ 
tions on the Paki.stan side of the state, from 
time to time and region to region. Mirpur, 
PDonch,Muzaffarabad.Gi]gitand Baltistan 
have reconciled them.sclve.s to the fait 
accompli indifferent waysat different times. 

Which particular mood is more sacro- 
.sanct? Which status for the whole state or 
its Indian part would .satisfy the aspira¬ 
tions of which combination of the ethnic 
communities? Should the opinion of 51 
percent as expressed today be considered 
decisive and democratic tor a final solu¬ 
tion of the dispute? • 

Obviously a more rational approach will 
be to attempt reconciliation of diverse 
regional and ethnic aNpiration.s through a 
pmcc.ss of multi-layered dialogue, after 
people become free from the fear of the 
gun. Why should not India start this pro¬ 
cess in its part of the state? It may be easier 
for India to accommodate the aspirations 
of an internally reconciled composite 
personality of the state. 

Obviously if people belonging lo dif¬ 
ferent regions and communities ol the 
state become free lo express their views 
and exchange them with one another, 
without the fear of the gun, they would 
be in a more normal, rational and enduring 
mood. It would then be easier for India 
and Pakistan to accommodate the differ¬ 
ent views. In any ca.se. differences bet¬ 
ween them would then become much less 
than they arc today. 

The attitude of Kashmiri Muslims to¬ 
wards their association with the rest of 
India has always affected (he politics of 
(he country and its diplomatic p< -rformance. 
But with (he attention ot the world focused 
on iheirattitude. in the post-Pokhran phase 
India can hardly afford to ignore it.' 
Objectively, the federalism, democracy 
and secular ideology of India should have 
a far better potential of attempting a pro¬ 
cess of reconciliation of diverse aspira¬ 
tions within the Indian part of (he state and 
accommodating them. 

.Simultaneously, it should encourage 
greater peoplc-to-peuple dialogue with 
Pakistan. The official level dialogue also 
needs to be supplemented by track-two 
diplomacy so that the people can talk more 
unihibitedly and there is a better under¬ 
standing not only of the compulsions and 
views of the two countries on Jammu and 
Kashmir hut also of the ground realities 
within the state. A reduction of tensions 
within the state would obviously improve 
Indo-Pak relations and an improvement in 
Indo-Pak relations.would help in reducing 
tensions and violence in the troubled .state. 
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Private Healfli Care Legislations 
Big Fish Eating Small Fish 

Alex George 

Several states have enacted legislation to monitor and regulate the 
private sector in health care. How effective will they be? Will this 
mean a contraction of access to health care particularly to the poor 
and those in remote rural areas? 


LEGISLATIONS to conirol private and 
voluntary hciilth care institutions are at 
difterent stages of enactment or imple¬ 
mentation in a number of states. These 
legislations in Tamil Nadu. Bihar. MPand 
Andhra Pradesh are supposed to regulate 
the functioning of private and voluntary 
haspitals, diagnostic centre.s, clinics, dis¬ 
pensaries. etc. Nodoubt, they are certainly 
the result of several years of consumer 
pressure, particularly from the by now 
transnationally .sought-after Indian middle 
class articulated through various mass 
media. That due to its much trumpeted 
consumption capacity, the concerns of 
this class are being taken as repre.sentative 
of India and finding their way into inter¬ 
national policy formulations for the coun¬ 
try isclear from the observation of a leadirtg 
international expert on health policy in 
his foreword to a paper on the country's 
private licalth sector. According to him 
“talk of India's .S.tMl.OtM) villages is 
giving way to attention to the country’s 
emerging middle cla.ss of 2S0 million 
consumers. One of the things that mem¬ 
bers of this class consume is medical care” 
which they are increasingly doing so 
from private providers [Gwatkin D R in 
Bhat R I995|. 

The legislations discussed here arc 
coming up against the backgnnind of 
increasing capitalist investment in the 
health .sector which is being promoted by 
the World Bank and (Xher international 
funding organi.sations as was clearly ref¬ 
lected in lheWZ7/f 1993. The World Bank’s 
prescription for public financing in the 
health sector in developing countries 
includes only public health and essential 
clinical services - both defined in ex¬ 
tremely narrow terms - and just a sprin¬ 
kling of low co.st efi'ective interventions, 
thus leaving the rest of the field wide open 
for the private sector [World Bank 1993; 
George I997j. 

While bringing accountability to the 
private health .sector and en.surtng its 
quality is necessary, we should not lose 


sight of the fact that indiscriminate imple¬ 
mentation of the legislations discussed 
here. withoutcon.sideringthedifferentsizes 
of private health institutions and the dis¬ 
tinct nature of private and voluntary pro¬ 
viders of care would lead to a fiirther 
structuring of the health sector on capi¬ 
talist line.s. A more structured private health 
sector, weeding out the presently all 
perva.si vesmall-scale provider would help 
the large and relatively large providers to 
rigidly control the health market and the 
health sector in general to .suit their inter¬ 
ests. These legislations the way they exist 
now arc likely to re.sult in pushing out 
small-scale private and voluntary provid¬ 
ers from the market, thereby restricting the 
much needed access to health care in 
vanous remote rural areas and urban slums. 
Most of these current or currently revived 
legislations arc largely insensitive to the 
issues arising out of a likely restriction of 
(he very provi.sion of care. Analogies of 
small-scale operations becoming impos¬ 
sible in the wake of capitalist expansion 
are aplenty in the field of agriculture and 
industry. But in this case those affected 
will not only be the small-scale operators 
hut the people who utilise their services 
as well. This is not to suggest that the 
small-scale private am* vohHKary sector 
should not be subjected to uiy kind ol 
quality assurance (QA). 

The legislations which are in the making 
or are being impiemenied in the .states 
mentioned above do not make any serious 
di.stinction between institutionsof various 
sizesandcharacteristics. Nordothey make 
a distinction between the private for-piofit 
hospitals and the voluntary sector, par¬ 
ticularly the small health centres and 
dispensaries operated by the latter. On the 
contrary these legislations bring even 
di.spensaries imo their purview without 
distinguishing them from the larger insti¬ 
tutions with higher economic and infra¬ 
structural capabilities and better qualified 
personnel. Not ail these acts/bills, men¬ 
tion standards of care. Even when they do. 


tire reference is too sketchy and is indis- 
crinunaiely applied to all institutions i^ 
respective of their aze. Also Urey are 
more applicable for the needs of IP care 
in large- and medium-sized hospitals. The 
standards which are mentioned are only 
structure standards with virtually no 
mention of process standards. In QA lit¬ 
erature, structure standards refer to in¬ 
frastructure, equipment and human power 
while process standards refer to the actual 
practice of medicine (Luthert and 
Robinson, Ellis and Whittington 1993 and 
George 1998]. 

Even with all .structure standards in place 
the patient may not be getting the right 
treatment. So also as the economic scale 
of operation of the institution goes down, 
the importanceof structure standards which 
are the only standards even barely dis¬ 
cussed in some of these legislations 
mentioned al.so go down and the impor¬ 
tance of process standards move up. It is 
just not possible to in$i.st on an unviable 
level of structure standards, in small clin¬ 
ics and dispensaries rendering mostly out¬ 
patient care and preventive and promotive 
services, which constitute the large part 
of health care delivery. It is in this respect 
that a number of institutions in the vol¬ 
untary network will be also affected by 
these legislations. The emphasis on appli¬ 
cation of structure standards in the legis¬ 
lations also reflects a lack of understand¬ 
ing of the innovative community health 
movements in the voluntary .sector which 
are based on a people’s perspective of 
health rather than a narrowly defined 
curative institutional perspective. It will 
be a combination of mainly pnKe.ss stan¬ 
dards. with basic structure standards to 
support the processes which will be 
meaningful to the small clinics and dis¬ 
pensaries run by the voluntary health 
movements. Though to a relatively lc$.ser 
degree, the .same applies to similarly sized 
institutions in the private sector also. These 
legislations are therefore more suited for 
the large and relatively large institutions 
ofTering mainly in-patient care. 

A common feature of the legislations 
is the enforcement of registration and 
licence (R and L) for pn vate and voluntary 
hospitals which will be given for a speci¬ 
fied period, generally after an enquiry by 
a ‘competent authority’ and the expecta¬ 
tion that the institudons will maintain the 
R and L by functioning as per certain 
conditions. Breach of provisions of the 
legislations or of the conditions of R and L 
can lead to a fine of Rs 500 to Rs 1,00.000 
with or without imprisonment in differcni 
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state!) and also possible suspension/can¬ 
cellation ot registraiion/ licence. 

Mo.st ol these uct.s/bill.s combine .s(x;ie- 
ties and tiusts along with joint stock 
companies regaiding the idcntil'ication 
ol persons and authorities responsible 
lor breach ol provisions. Though this 
might be appropriate lor idenliricalion ol 
responsible authorities to take action 
against, in die absence ol any other mention 
about s(Kielie.s/li u.st.s/as.socialions (S/T/A) 
in these legislations, it could be constnied 
that S/T/A also should he considered on 
par with companies lor other provisions 
ol these legislations also. S/l'/A are the 
institutional liameworks Ihiough which 
voluntaiy groups I'unction. It must be 
noted that there is no comparison between 
the natuie oi economic background ot 
companies and ol voluntary oiganisations 
At the same time it is also necessary to 
deal with those voluntaiy provideis 
who niciely utilise the label ol S/T/A 
Ibr their othciwisc private, lor-piolit 
operations. One ol the kc'y provisions in 
must ol llie.se legislations is that no legal 
proceedings aic permi.ssibic by a com¬ 
plainant III any cotiil ol law on the ruling 
of the enlorcing authority. Appeal to a 
higher level in the enloicing hierarch> as 
spccitied and constituted under these 
legislations or appeal to the stale govern¬ 
ment as in some legislations is the linal 
legal recourse except when the state 
goveinmcntor theeiilotc ing authonty itsell 
approaches the court 

In the context of the above legislations 
it needs to bc‘ pointed out that QA in 
health care even .iccording to westcin lit¬ 
erature is a nndlidimensional concept 
which covers social and economic a^pects 
also. In tact it rellects sensitivity to .social 
acceptability, economic Icasibiliiy. acces¬ 
sibility and equity in formulating quality 
norms. Indian law-makers also need to 
look at this comprehensive nature of OA. 
beyond the iiaiiow tcciino-inslitutional 
realm. 

The concern tor quality in the wc.sl has 
been as.siKiated with the need lor deriving 
value for money troni the increasing 
expenditure on health by achieving gains 
in efficiency and from .switches in spend¬ 
ing (Maxwell IW.l). Technology assess¬ 
ment (TA) under WHO's quality ot care 
and technology assessment (Qf’TA) 
programme was supposed i>> be ba.scd on 
multiple features, vi/. scicniitic reason 
ing. .social acceptability, economic feasi¬ 
bility. appropriate use and health outcome 
(Johansen 1989). QA denotes a spectrum 
ot desirable characteristics ol care includ¬ 
ing efliciency. effectiveness, quality. 


acceptability, accc.ssibility, adequacy and 
scientific and technical quality. Another 
author lists the following dimensions for 
health care quality: Access to .services, 
relevance to need (for the whole commu¬ 
nity), elfcctivencss (for individual 
patients), equity (laimc.ss), .social accept¬ 
ability, enicicncy and economy (Maxwell 
in lillis and Whillington 19931. 

The Joint Commi.ssion of American 
llealthrareOrgani.salion’s(JCAHO)own 
prolesscd criteria on quality assurance 
cover the lollowing aspects which arc 
(Hised with further clarifying questions: 

(1) HKiciency: Is the procedure u.scful? 

( 2 ) Appropriateness: Is it right for patient? 

(J) Acceptability. If right can this patient 
gel It? (4) Acceptability: If right and avail¬ 
able does this patient want it? (5) Effec¬ 
tiveness: Is it carried out well? (6) Hfli- 
ciency: Is it carried out in a cost effective 
way? and (7) Continuity: Did it progre.ss 
without interruption with appropriate 
lollow-up. exchange inlormalion and re- 
liisal (Ellis and Whittington 1993). QA in 
health care which took the organi.sed form 
ol an accieditalion .system under JCAHO 
was initiated by the Amercian ('ongress 
ol .Surgeons m 1918. though there were 
some European pioneers also who look 
cl lolls ill this direction. 

The multidimensional lealures of qual¬ 
ity assuiance which iscleareven in western 
literature m this regard should guide the 
attempt at lormulating regulatoiy legisla¬ 
tion lot India's variegated private and 
voluntaiy health .sector. Some amount ol 
sensitivity to a broad socio economic 
approach to regulating private and volun- 
i.iiy health institutions and ensuring their 
quality is lound in tew ol these legisla¬ 
tions. though they arc neither adequate 
and perhaps not the right measures. In this 
legard, the rules made for the MP act in 
this respect exempt institutions luiiction- 
ing in locations below 50.(K)0 populations 
Ironi the purview ol the act. Though this 
would certainly keep the mostly small- 
scale providers operating at that level of 
population, it is .some sort of a blanket 
measure which absolves .such institutions 
Ironi any kind of accountability or QA. 
Similarly the rules made under the Tamil 
Nadu Act specifies that clinics and dis¬ 
pensaries having up to two beds will be 
granted registration and licence without 
any inspection of their prcmi.scs, facilities, 
personnel records, etc. These rules also 
define a clinic as a place where a doctor 
olfers consultations with nr without injcc- 
lioiis, minor surgeries and dressing and 
having up to two beds for observations. 

It defines a hospital as a place where three 


or more patients are treated as in-patieiKs 
with or without .surgeries or conduct 
deliveries along with or without OP ser¬ 
vices. The Bihar Bill includes a provision 
which gives the powers to the state gov¬ 
ernment to relax the requirements for 
liKation, accommodation, equipments and 
personnel for clinical establishments in 
rural areas. This bill also has a clause to 
fully or partly exempt charitable organi¬ 
sations from paying registration and 
licence fees. Some of the.se legislations 
also have differential rates for charging 
registration and licence fees from big and 
.small institutions. 

These measures certainly* reflect an 
understanding ol the need to protect the 
existing provision in remote rural areas 
and other places arising a possible con¬ 
traction of access on account of the leg¬ 
islations However, in place of such 
mea.sures. what is necessary is a specifi¬ 
cation - with some llcxibility - of the 
configurations of .services at iii.stilulion.s 
ol various levels and correspondingly 
graded standards for those levels, a sen¬ 
sitivity to rural areas and the introduction 
of process standards al.so 

[A preliminary rlrafi nf this p.ipcr was prescnied 
at the Confoicnre un Physical .Slaiidards in 
Private Health Secloi, CLIIAr. Muinhai,Jiily 
25-2() IhcauthorlhanksJaincsCulas, riionias 
Kuiinil .ind pailicipants ot the cnnlciencc (or 
Ihcir suggcslion.s .md loiiiim-nls and Kishore 
Babu for lescaich assislancc I alone am 
responsible (ot the errors and omissions ] 
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CHINA 

Leading the Region and Leading 
the World 

Aika Acharya 

China's preoccupation with economic growth notwithstanding, the 
role that the country sees for itself is not confined to achieving that 
agenda alone. The Foreword to the ‘White Paper on China's National 
Defence released in July, acknowledges that “it is the aspiration of 
the Chinese government and people to lead a peaceful, stable and 
prosperous world into the new centutv". 


n IF, release ol the * White Paper on China’s 
National Dclencc' on July 27, 19‘J8 (text 
in News Irom China, New Delhi, August 
l‘)98)gcnciatedalairdcgreeof inicresi, 
coming as il did in the post-Pokhian II eia 
Hie interest steiniiied, naturally enough, 
Irom the tonterns generated here, and 
mayheclscwhcie. hy the obvious setback 
to the ,Sino-liidian noimalisation process 
and the not-so-amitablc exchanges be¬ 
tween the two in the aftermath ol India's 
nucleai explosions How would this alfect 
China’s security/stralcgic concerns and, 
therelore. deicnee policy’’ .Surprisingly, 
though not entirely unexpectedly, ine 
reactions to the recent developments m 
south Asia have been summed up pre¬ 
cisely III four terse, but laiily rcstiained 
and minleratcly worded, sentences m the 
first section on ‘ The International Secuiity 
Situation' This is what the White Papei 
has to say on the sub)ect. 

In Mav l‘W8 in defiance ol sliong op¬ 
position hv the inteinatioiial community 
India flagrantly cairied out nuclear tests, 
thus piovoking a nuclear arms race in 
south Asia Then Pakistan followed suit, 
in response to India’s nucleai tests 
The nucleai tests successively conducted 
by India and Pakistan have seiiously 
impeded the international nuclear weap 
ons non-prolilcration elforts .ind pro¬ 
duced grave consequences on peace and 
stability in the south Asi.in region and the 
test of the woildThc task lor the inter¬ 
national community to strengthen non¬ 
proliferation mechanisms has bci omeeven 
more pressing now 

In Section V of the White Paper. ‘Arms 
Control and Disarmament’. Ihc above 
sentence.’The nuclcartest.s is repeated 
virtually verbatim, but tt is preceded and 
followed by a comparatively stronger 
condemnation of tho.se countric.s “with the 
largest and mo.st sophisticated conven¬ 
tional and nuclear arsenals’’ who are 


“diiecting the target of disarmament at a 
bioad spectrum of developing countries 
in Older to deprive them of their legitimate 
light and means lor self-defence". 

Rut for these two references, the White 
Paper docs not suggest that the Chinese 
are in any way concerned with or per¬ 
turbed by India’s nuclear power or its 
declared intention of weaponisation 
Considenng as well that the document as 
a whole reiterates well-known Chinese 
positions and standpoints and reflects the 
piioritics and concerns of the PRC since 
the last two decades, it does become 
somewhat obvious that the turnaround 
in India’s hilhcilo ambiguous nuclear 
policy has not translated into any policy 
ihaiigcs. insofar as the White Paper is 
toiKcrned This would also appear to 
discount certain recent reports about 
China’s intentions of reconsidering its 
stand on the CTBT in view of the Indian 
nuclear explosions 

There is also, for instance, a longish 
paragraph on the November 1996 Agree¬ 
ment on Conftdcncc-Buildinp Measures 
between India and the PRC in Section IV. 
International .Secu*** ' Co-operation*. 
Taken together, the passing references as 
well as the listing of Sino-lndian C UMs, 
a case can be made that ii the PRC’s view. 
Smo-Indian relations in the po.st-Pokhran 
II er.f are not likely to drastically deteno- 
latc. the sharp and even acrimonious 
exchanges notwithstanding. Indeed the 
diH'ument may be broadly inteiprcted as 
suggestive of China's desire to convince 
the world that in the pre.scnt cin:um.stances, 
“ ..no factors prompting invasion of an¬ 
other country can emerge’’. This is not to 
suggest that the White Paper is intended 
to convey a decided message to India or 
anyone else, and neither is that the main 
thrust of the document. * 

At first glance, this document reveals 
a concietisation and fijgj^li^tion of ^e 


many tenifencies as well as a reiteration 
of much the same themes that the Chinese 
have been talking about for quite some 
time now. The monotonous, even weari¬ 
some, stress on economic development as 
China’s current central concern, pointing 
to China’s responsible and responsive 
role in both regional and global affairs and 
the virtual absence of formulations such 
as ’hegemony’ or ’power’ - all together 
indicate the Chinese desire to m^e it 
amply clear, if it were not so already, that 
the days when official/govemmetit docu¬ 
ments were es.sentially political ones or 
used to make a political statement are 
over. The document seeks to give the 
impression that economics is now in 
command in China and that China’s na¬ 
tional defence policy, for that reason, has 
to be defensive in nature. Yet, a careful 
reading leads one to conclude that this is 
a document that is certainly intended as 
a political document, inasmuch as it is a 
statement of the Chinese view of the world 
and conclusions have therefore to be 
reached accordingly. 

What then docs this White Paper tell 
us about the post-cold war strategic out¬ 
look and the national .strategy of the PRC? 
Part of the answers are to be found in 
the White Paper which is structured into 
five sections, beginning with a short 
Foreword. The first section, ‘The Inter¬ 
national Security Situation’ approvingly 
points out the .strengthening of the factors 
safeguarding world peace and a gradual 
hut .steady increase in the number of 
regional di.sputcs which arc being settled, 
cooled down or mediated through the 
efforts of an ever improving international 
community. And while military threats to 
.secunty continue to exist, there is a new 
kind of threat - the financial crisis in Asia 
and the Asia-Pacific region. This is a far 
more insidious and serious problem; the 
use of economic forces and factors to 
destabilise the economic security and 
developmental processes within a coun¬ 
try. In the Chinese assessment, a nation’s 
overall national strength is no longer based 
only or, even mainly, on military superi¬ 
ority (Hit on economic and technolo|pcal 
advancement. This understanding was 
the basis of the reform programme started 
two decades ago and the determination to 
see the PRC assume its rightful status as 
a global power shaped its decisive adop¬ 
tion of market reforms and its resolute 
engagement with global and multilateral 
financial and economic organisatton.s and 
in.stitutions. This has led. over a period of 
time, to a dramatic change in tlM PRC's 
attitude to and assessments of global 
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organisations and their role in world 
peace and development. Thus, when the 
White Paper warns that the quickening of 
economic globali-sation and formation of 
regional blocs have rendered the economic 
development of a country “more vulner¬ 
able to outside influences and impacts” 
the answer lies nut in strengthening 
regionalism or regionalising tendencies, 
but to sec it as “a new task for the gov¬ 
ernments of ail countries to face chal¬ 
lenges together”. 

To be sure. China's location in the Asia- 
Pacific region, and the fact that dc.spitc 
the recent crisis it is still “one of the areas 
with the greatc.st economic development 
vitality in the world” casurc that the PRC’s 
interactions with the countries of this 
region would be directed towards main¬ 
taining peace and stability and enhancing 
economic co-operation. But these inter¬ 
actions would .seek also to make the region 
more flexible so as to open up to each 
other more and here the Chinese come up 
witharather interesting formulation; thc.se 
effons would aim at promoting “an open 
type of regionali.sin”. One would obvi¬ 
ously require the original Chinese phrase 
to be able to appreciate the finer nuances 
of this coinage. However, in the light of 
the leading role that China secs for it.sclf, 
its insistence that global political, eco¬ 
nomic, financial and mediatory institu¬ 
tions. rather than only regional one.s. be 
strengthened, is entirely understandable 
and takes on new meaning in the context 
of the “open type of regionalism” that it 
now espouses. 

Regional co-operation, integration, dia¬ 
logue arc all to be welcomed and fur¬ 
thered: more and more prophylactics arc 
to he added in bilateral and multilateral 
agreements so as to ensure, to the greatest 
possible extent, a stable and secure peri¬ 
phery and neighbourhood. But as glo- 
bali.sation tendencies, both in economy 
and therefore in political management, 
become effective and even decisive - as 
indeed they appear to be doing - the 
suKsuming of regional problcms/dispules 
within global pnx;cs.scs and mediatory 
mechani.sms becomes, in theChinese view, 
necessary. .Such an open-ended regional¬ 
ism, by definition, ne^ not he undersUKxl 
or comprehended in geographical catego¬ 
ries. To extend the logic of this concept, 
it should he leasible. and in the Chine.se 
view may be useful, for other countries 
to play a role in other “open kind” of 
regional blocs - provided of course that 
one has the capacity to do so. These arc 
quite clearly the pointers to an interven¬ 
tionist kindof a role. Throughout the paper 


in tKt one secs thisemphasison the ‘global* 
rather than the 'regional* - and it is an 
emphasis flowing out of the manner in 
which the PRC, and other countries, a.s.ses 
its emergence and potential role in re¬ 
gional and global affairs. Its exalted status 
as one of the P-5 is not an accident of 
history, but one that befits its power 
capabilities; its economy is ranked the 
third largest in the world and it is a 
nuclear power which is engaged in seri¬ 
ous military modernisation, ft is in this 
context that one has to read China's 
“neutral” stand on the recent missi Ic .strikes 
by the US in Afghanistan .'ind Sudan. 
Rather than condemn or even critici.se this 
violation of state sovereignty as would 
have a China of yore, it cho.se to blandly 
demand that “the international commu¬ 
nity should strengthen co-ordination and 
co-operation in efforts to combat 
lerrorism...and safeguard world peace and 
stability". Furthermore, it stressed that the 
bombings of the IIS missions be handled 
111 line with the UN Charter and interna¬ 
tional law. 

The PRC's respect for international law 
of course begins at home. Those with long 
memories might recall a China which 
firmly rejected the international legal 
order. But that was then. "Now China has 
laws to go by basically in the principal 
aspects of its defence and army building, 
as a military legal .system with Chinc.se 
characterislic.s. now is initially in place 
[sic]. While adhering to the principle of 
suiting military legislation to its national 
and military conditions. China also lays 
stress on bringing it into line with the 
international military-related treaties and 
agreements that China has acceded to, so 
as to make China's militarx laws consis¬ 
tent in content mth international legal 
norms and practice" (empha.sis added). 
The above comes from the sub-section, 
'Military legislative Work' in Section III, 
National Defence Construction'. Even 
the account of ‘Stationing the Garri.son in 
Hong Kong' has been described as strictly 
in accordance with the law which it will 
strictly continue to ob.scrvc. While efforts 
to strengthen the legalistic dimensions 
carry on apace, this .section also informs 
us that the Chine.se Army 'upholds' the 
absolute and unquestioned leadership of 
the Communist Party of China (CPC) and 
not only “actively participates in and 
suppom** the national economic agenda 
but also subordinates defence construc¬ 
tion to it. In other words, there is firm civil 
control over the military - clearly the 
attempts by the PLA in the recent pa.st to 
carve a greater role lor itself in national 


politics as well as reduce accountability 
in its non-military activities has been 
checked. The CPC and Jiang Zemin are 
very much in 'command'. 

lihc rest of the aspects and issues cover 
old ground. On the question of Taiwan, 
the PRC reiterates its position of attempt¬ 
ing a "peaceful reunification”, but docs 
not commit itself “not to resort to force”. 
There is a mandatory statement on defence 
expenditure which .says nothing if one 
contests the figures and very little if one 
accepts them. Most accounts agree that 
since the mid-1980s, the Chinese defence 
budget has increased by around 150 per 
cent but, when adjusted for inflation, 
has experienced an increa.se in real terms 
of only about 5 per cent while Chinc.se 
sources project a negative growth ot 
around 2 per cent. Chinc.se .sources also 
insist that the defence outlay goes, lor the 
most part, towards salaries and cn.suring 
a rea.sonable standard oi living for the 
officers and men. In other woids, living 
co.sts and maintenance ol 'normal' activi¬ 
ties consumed the bulk of the resouiccs. 
But then, the Chinese defence budget does 
not account for its to»al defence expendi¬ 
ture. nor does it provide any clue as to the 
extent of the PLA’s earnings Irom its arms 
sales and other commereial activities. 
Similarly, there is no indication ol how 
that amount is used or spent, which even 
by conservative e.stimatcs and indirect 
accounts, is fairly substantial. The exact¬ 
ing demands ot modernising the largest 
standing army have been projected as in 
accordance with the Chinese principled 
standon force reduction. Clearly, the While 
Paper is not above making a virtue ol 
necessity, as the September 1997 decision 
to reduce military personnel by 50.(KK) 
over the next three years is indicative ot 
“China's genuine wish for peace”. But 
then, this is all part of reinforcing the 
“responsible big country and a firm fVircc 
safeguarding world peace and stability ’ 
image. 

As mentioned earlier, China’s concern 
with economic development notwithstand¬ 
ing, the role that it secs for itself is not 
confined to achieving that agenda alone 
and a careful reading ol the While Paper 
bears this out. The Foreword to this 
document that was mentioned in passing 
earlier gives another instance. Surely it 
cannot be a slip in translation that (he 
opening paragraph runs thus. “Mankind 
is about to enter the 21 si century of its 
history. It is the aspiration of the Chinese 
government and people lolead a peaceful, 
.stable and prosperous world into the new 
century”’(emphasis added). 
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PERSPECTIVES 


Popper’s Unadaiowiedged Debt to E^igds 

Ashish Lahiri 


Frederick Engels' reflections on non-inductive sources of knowledge, 
their confirmation or refutation through observations, and on scope of 
chance in philosophy of science, draw attention to the hitherto 
unacknowledged similarities between Engels and Karl Popper's views. 


SIR KARL RAIMI JND POPPER (1902-94) 
IS justly icgarded as a key figure in tht- 
tield of philosophy of science. Marxists, 
however, are undcrslundably allergic to 
Popper, because according to his criteria 
tordemai cal ing .science from metaphysics 
and pscudo-science. Marxism is as much 
d pseudo-science as Freudian psycho¬ 
analysis or Adlerian ‘individual psycho¬ 
logy’. Yet Marxists cannot deny the fact 
that many working scientists do find in 
Poppci a fairly acceptable account of 
the way science is done in practice. This 
often lands them in a peculiar dilemma, 
because Marxists claim that their philo- 
.sophy IS not only based on the scientiHc 
method but that it is in total conformity 
with the 'piogress' ol natural science. 

However, suipiising as it may seem, 
some ot Popper's basic ideas appear to 
bear a clo.se and more than accidental 
lesemhlance to some writingsorFrcderick 
Engels (IK20-I895). In my very limited 
survey ol liteiature by and on Popper I 
have not come across any acknowledge¬ 
ment of Pop|HT s debt to Engels. It cannot 
be that he was unaware ot these writings 
- Iragmenlaty though they were - of 
Engels, tor DiulcLtics <>/Nature was first 
published in the US,SR in 1925, while 
Poppet’s magnum opus, Lagik der 
Forschung was published only in 1934. 
In this short paper I propose to indicate 
some of the major areas where Popper 
appears to be indebted to Engels. 

Pllll OSOPHY SNOSnCNCL 

Let us begin by examining how Engels 
saw the i i.sc and growth of modern .science 
and the relation between philo.sophy and 
science. The emancipation of natural 
.science fmm theology", writes Engels in 
1875-76. "dates from” the publication of 
the “immortal book" written by 
('opernicus. Tltcn, thiough the great penod 
of Galileo. Descartes. Leibniz. Newton 
and Linnaeus, we come to the age of 
mature .science, i e, natural science as an 
independent social institution. 

However. Engels shows that this very 
maturity led natural science to a veritable 
cul-de-sac. The central point of this ‘pecu¬ 
liar general outlook', as Engels calls it. 
was ‘the absolute immutability of nature'. 


In whatever way nature itself might have 
come into being, once pre.sent it remained 
as it was as long as it continued to exist. 
In contrast to the history of mankind, which 
develops in time, there was ascribed to the 
history of nature only an unfolding in 
spacelEngels 1966:24]. A compari.<inn with 
the ancient Greek philosophers was inevit¬ 
able. and Engels had no hesitation indecla- 
nng that ‘Hi^ as the natural science of the 
first half of the 18th centuiy stood above 
Greek antiquity in knowledge.... it stood 
just as deeply below Greek antiquity in the 
theoretical mastery of this material, in the 
general outlook on nature’ [Engels 19^:25]. 

How did science get out of this theo¬ 
logical morass? Through the glorious 
efforts of .some philosophers, answers 
Engels, it is to the highest credit of philo¬ 
sophy of the time that it did not let itself 
be led a,stray by the restricted stale of 
contemporary natural knowledge and that 
- from .Spinoza down to the great French 
materialists - it insisted on explaining the 
world from the world itself and left the 
iusiification in detail to the natural sciences 
«)t the future’ [Engels 1966:25]. Two things 
need to be pointed out. First, contrary to 
the conventional Marxist stance, Engels 
IS a.s.serting that philosophy was ahead of 
the contemporary state of ‘natural know¬ 
ledge'. Second, according to Engels, non- 
experimental logical thought is capable of 
hinting at a natural truth that can later be 
justified by the scientific method adopted 
by natural science. Already the Popperian 
argument seems to emerge. You arrive at 
a hypothesis first and then test it critically. 

Engels elucidates this point by referring 
to Kant’s ‘nebular hypothesis’. He says 
that had the contemporary scientists paid 
heed to this hypnthe.sis, it ‘would have 
spared them endless deviations and im¬ 
measurable amounts of time and labour 
wasted in fai.se directions. For. Kant’s 
discovery contained the point of departure 
for all further progess.’ As it was. ‘Kant’s 
work remained without immediate results, 
until many years later Laplace and Herschel 
expounded its contents and gave them a 
deeper foundation [Engels 19%: 27]. What 
llten is the relation toween hypotheses 
and scientific ‘truth’? What role do hypo¬ 
theses play in the construction of the 


scientific method? What place does one 
accord to intuition, to conjectures, to 
unsubstantiated postulates, evoi to rash 
and premature speculation? The impor¬ 
tance of these questions becomes appuent 
the moment one places them in the 
Baconian inductivist paradigm. One has 
(Nily to remember that Engels was tacitly 
raising these questions n^y 30 years 
before Popper was bom. 

‘Baconian SuPERauousNEss' 

The basic idea of Baconian inductivism 
is that science begins with observations, 
and proceeds from observations to genera- 
lisatirms. On the ba.sis of these gennali- 
sations, scientists make certain predictions. 
Speculation in the absence of ohservaikm- 
based data is absolutely forbidden in this 
scheme. Bacon named such a speculative 
procedure ‘aiRicipationsof nature’ andcon- 
trasted it unfavourably with what he called 
‘interpretation of nature’, which indeed was 
the essence of his inductive method, bi his 
own words. “The conclusions of human 
reaiion as ordinarily ^lied in matter of 
nature. I call for the s^ of distinction, 
‘anticipations of nature’ (as a thing rash or 
premature). That reason which is elicited 
from facts by a just and methodological 
process. I call ‘interpretation of nature’.’’ 

With the triumph of Newtonian physics, 
this inductivist method became almost 
synonymous with the scientific method. 
'Thus, it required considerable courage on 
the part of .someone to write in the 1870s 
that ‘By induction it was discovered 100 
years ago that crayfish and spiders were 
insects and all lower animals were worms. 
By induction it has now been found that 
this is nonsense...Wherein then lies the 
advantage of the so-called inductive 
conclusion...?’ [Engels 1966:227). This is 
precisely what Engels wrote in a fragment. 
He particularly castigated the ^glish 
philosophers, inclwling the great WhewH. 
for the ‘whole swindle of induction’. Not 
content with providing merely some 
negative arguments, Engels pul forward 
a brilliant positive argument in favour of 
a non-inductive scientific method. He 
writes. ‘Sadi Carnot was the first seriously 
to set about the task’ of explaining lire 
mechanism of imparting heal aindfilNaining 
‘mechanical motion’. ‘But’, Engebempha- 
sises. Carnot proceeds ‘not by induction. 
Hc...constructed an ideal sieamengine (or 
gas engine), which... presents the process 
in a pure, independent and unaduHeraled 
form.’ In other words, instead of studying 
‘100.000 steam-engines’, Carnot perfor¬ 
med a mental experiment and from it 
arrived at a scientific principle. This, accor¬ 
ding to Engels, demolish^ the myth of 
inductivism as the sole scientific method. 


Economic and Political Weekly November 7. 1998 2837 




He even uses the phrase ‘Baconian super¬ 
ciliousness’ in describing the one-sided- 
ness of Bacon's approach and the superio¬ 
rity of Greek intuition [Engels 1966:46]. 

‘Falsiik ation’ and ‘WEEDrNf. Out' 

Given this backdrop, let us now take a 
look at Popper whose Logik tier Forschmg 
waspubii.shed nearly 40 years after Engels' 
death. Tlie rejection of inductivism is the 
cornerstone of all Popper’s writings. He 
suggested a non-inductive theory of the 
scientific method. He called this the method 
of conjectures and refutations. 

The famous principle of lalsifiabilily is 
a direct outcome of this Popper argued 
that although oKservations and deductive 
logic cannot establish the iruthofascietilic 
generalisation, they can establish its I alsity. 
For example, tn>m the observation, ‘This 
IS a black swan', one can inter that the 
generalisation 'all swans are white' is false. 
This leads Popper to his falsificationist 
account of the scientific method. Science 
does not begin with observations, but with 
conjectures. The scientist then tries to refute 
the.se conjccturesbycriticismfexpcriments 
and ob.servations). A conjecture which has 
withtstood a number ol .severe tests may 
be tentatively accepted, but only tem¬ 
porarily. For any scientific theory, law or 
generalisation may break down on the 
very next test or observation. 

This in brief .summarises Popper’s idea 
of the scientific methi«d. Many working 
scientists have explicitly exprcs.scd their 
agreement with Poj^fe g. PeterMedawar), 
while many others have not (c g. Max 
Perutz). These latter have accu.sed Popper 
of making almn.st a fetish of the notion 
of fal.sillability. They argue that science 
encompasses not one but a number of 
procedures, some of which do not quite 
agree with Popper’s ideas. 

But this IS not what concerns me heie. 
My point is simply that even this idea of 
falsification was anticipated by Engels, 
albeit in different terms. The relevant 
pa.ssage from Engels reads; 'The form of 
development of natural science...is the 
hypothesis. A new fact is observed which 
makes impossible the previous method of 
explaining the facts belonging to the same 
group. From this moment onwards new 
methods of explanation arc required - at 
first based on only a limited number of 
facts and observations. Further oKscr- 
vational material weeds out these hypo¬ 
theses. doing away with .some and correc¬ 
ting others, until finally the law is estab¬ 
lished in a pure form’ [Engels 1966:240]. 

Is It not obvious that Engels uses the 
phrase ‘to weed out’ in virtually the same 
sense as Popper’s ‘to falsify”.’ Further. 
Engels is clearly open to anticipations and 
.speculations, subject to the condition that 
iiey are later refuted or conftrmcd by 
ixperiment and fuller observation. We 


thus find him in clear opposition to Bacon 
and in close agreement with Popper. 80 
years his junior. 

It is of course no wonder that as a dialec¬ 
tician Engels should advocate a mixture 
of the inductive and the deductive method 
as the ideal mcthiKl of science. But the 
language in which he dues so is significant 
to us in the current context: ‘Induction and 
deduction belong together as necessarily 
as synthesis and analysis. Instead ol one- 
sidedly lauding one to the .skies .ii the 
expense of the other, we should seek to 
apply each of them in its place, and that 
can only be done by bearing in mind that 
they belong together, that they supplement 
each other’ [Engels 1966'228]. This 
‘togetherness’, this ‘supplementation’ 
assumes a particular significance when we 
compare this with a famous pa.s.sagc from 
Popper’s The Logic of Scientific Discovery. 

I indcr the sub-title ‘The Path of Science’ 
Popper writes: ‘‘One may discern some¬ 
thing like a general direction in the evolu¬ 
tion of physics - a direction from theories 
of a lower level of universality to theories 
of a higher level. This is u.sually called the 
‘inductive’ direction. ...Yet an advance in 
the i nducti vc direction docs not necessarily 
consist of a sequence of inductive infer¬ 
ences. ...It may be better, therefore, to 
describe that trend - the advance towards 
theories of an even higher level of uni¬ 
versality - as ‘quasi-inductive'" [Popper 
1991 ;276]. This ‘quasi-inductive’ process 
IS es.sentially the same as that indicated by 
Engels, in which the inductive and the 
deductive ‘belong together’, and ’supple¬ 
ment each other’. 

One can go on piling up such evidences, 
but that is not perhaps necessary. The 
essential similarity between some of the 
vital ideas of Engels and Popper should 
be obvious by now. I shall therefore limit 
myself to discussing just one more 
important area of agreement between the 
two and conclude. 

IndI II'KIMINISM 

Marxists have all along been accused of 
being simple determinists -- ol economic 
determinism in the Held of economy, of 
historical determinism in the field of 
history, scientific determinism in the field 
ol natural science. It is well-known that 
Popper was an uncompromising adherent 
ol indeterminism - in society, in history 
and ol course, in science. Hisdebates with 
Einstein in this regard arc tnily instruc- 
twc. But the point is. Engels was as much 
an advocate of indeterminism in science 
as Popper. This may come as a shtKk to 
many Marxists, but it is true nevertheless. 

Let us follow the arguments of Engels 
in favour of indeterminism in science. In 
a fragment jotted down in 1873 under the 
heading 'Chance and Ncce.s.sity’, Engels 
writes that according todeterminism ‘only 


simple, direct necessity prevails in nature’. 
He points out that ‘with this kind of 
necessity we...do not get away from the 
theological conception of nature’. And 
yet. Eitgels does not hesitate to write, this 
kind of simple determinism passes for 
materialism, ‘which tries to dispose of 
chance by denying it altogether'. Nature, 
according to him, does not work in this 
manner. And nowhere was this fact 
exemplified more emphatically than in 
Darwin’smethod and theory. ’‘Darwin...set 
out from the widest existing basis of 
chance. Prcci.scly the infinite, accidental 
dilferenccs between individuals within a 
single species, differences which become 
accentuated unlit they break thr^mgh the 
character of the species... compelled him 
to question the previous basis of all regula¬ 
rity in biology, viz, the concept ol species 
in its metaphysical rigidity and unchange¬ 
ability." As a result, 'chance overthrows 
necessity, as conceived hitherto. The pre¬ 
vious idea of necessity breaks down. To 
retain it means diclatorially to impose on 
nature as a law a human arbitrary determi¬ 
nation that is in contradiction to itself and 
to reality' [Engels 1966; 220-21J. 

Here one may be forgiven the temptation 
to quote trom an eminent biologist of 
today, “'rhe role Darwin as.signed to chance 
has never been properly analysed The 
deterministic spirit ol science at his time 
was in complete conflict with Darwin's 
findings, which showed how strong a role 
in evolution was played by chance. ...It is 
evident that Darwin accepted the strict 
working of what he called natural laws at 
the physiological level but was aware of 
chance (stcK'hastic) proce.s.ses at the orga- 
nismic level” [Mayr l992:49|.Thisalmo.si 
reads like a modern summing up of what 
Engels wrote fragmentanly in 1873 
Engels was forthright enough todeclare 
that fariromdefeating metaphysics, simple 
determinism would lead one directly to 
good old G<xl. This in effect anticipates 
the es.scncc of the Poppcrian argument. 
And, just as Popper says, ‘Simple Indeter¬ 
minism is not enough’, that there has to 
be an interplay of chance and necessity, 
Engels writes about ‘the necessity that is 
also inherent in chance’ [Engels 1966:38). 

One may conclude by wondering why 
Marxist philosophers of science should 
hc.sitate to discuss these similiaritics bet¬ 
ween Engels’ and Popper’s ideas, for it 
can be asserted with reasonable boldness 
that philosophy of science is one aspect 
of Marxism that has dclicd all attempts 
at falsification. 
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Nation and Its Gender 

Malavika Kasturi 

Gender and Nation by N Yuval-Davis; Sage Publications. London, 1997; 


pp 157. £35. 

‘FEMINISTnationalism’ has increasingly 
occupied a central place in genderdebates. 
for. as Lois West aigues. women are," .sinig- 
gling to rccoiiceptuaiisc their relation¬ 
ships to slates, nations and social move¬ 
ments as activists central to the debate, not 
as passive recipients” [West I997:xiii1. 
The reliKaiion ol ethnicity, nationhood 
and citi/.enship within this locus has 
re.sullcd in highlighting important and 
marginalised aspects of these issues, llic 
puhlicalionof Kuman Jayawardena’s path- 
breaking text in I9K6, which argued that 
lennnism. lai trom being imported into 
the ‘third world' Iroin the west, developed 
in tandem with national liberation move- 
menls III dilteient partsol the globe, inclu¬ 
ding south Asia, established signilicant 
connections between these largerquestions 
and the history ol colonialism |Jaya- 
wardena lOSb]. Biought out as pait ol a 
sericson tlieoiy. culture and society, Yuval- 
Davis’ analysis seeks to engage with these 
issues, to undei stand the linkages between 
‘nationalist pioiects' and women's op¬ 
pression. 

Genderaiul Nation attempts to examine 
how gender relations, and more spcci- 
lically. the position ol women, is affected 
bv ihe I'li'U'i I 111 nationhood’ The con- 
siiuclion of gender loles is influenced by 
ihe articulation ol nationalism in vanous 
contexts. Placing the issue within the 
peispeciivc ol recent work on the subject. 
Yuval-Davis seeks to understand why 
women arc hidden' in the theorisation on 
nationalist phenomena (p 2). .She attempts 
to lelate gender to class, ethnicity and the 
state, arguing that each of these variables 
shapes and is shaped by the other in 
concrete social relations. She suggests that 
these categories are constructed spatially 
and temporally according to varying 
historical contexts. 

The author sees the existence of three 
interlocking domains influencing gender 
relations, these are tlie .state, civil society 
and the family (p 14). Each sphere has its 
own ideological context and access to 
economic and political resources in 
different states. Yuval-Davis argue.s that 
these domains arc heterogeneous in their 
nature, and have a different meaning for 


different ethnic groups, classes, and for 
men and women. The relationship of the 
family and civil society with the state is 
thus not homogeneous, and is refracted 
through a complex mesh of social, political 
and economic power relations. 

The book attempts an overview of the 
subject in six chapters. The first chapter 
places the relationship between ‘gender’ 
and ’nation’ within the existing and rele¬ 
vant debates, in an effort to make a case 
tor ‘gendered nations’. The other chapters 
look at interrelated themes such as women 
and the biological reproduction of the 
nation: cultural reproduction and gender 
lelations; citizenship and ‘diltercncc’; 
gendered militaries and wars, and finally 
Ihe linkages between women, ethnicity 
and empowerment in an international 
context. Although Yuval-Davis largely 
draws on cmpiiical evidence from Israel 
and Britain, where she has done most 
ol her own work, her generalisations seek 
lo be cross cultural, and comment both on 
the developed and the developing world. 

The second and third chapters sum¬ 
marise Ihe well-known position that 
women are seen as the biological repro¬ 
ducers and cultural maikersofthe ‘nation’. 

('eniral importance is given to myths of 
'common origin’ and population policies 
and attitudes towards contraception, which 
are the ways in which states and other 
agencies choo.se to regulate women's 
reproductive rights. This has often led to 
what the author calls the evolution of 
’eugenistic’ discourses on national repro¬ 
duction (pp 30-31). From the beginning, 
eugenics, ‘did not concern iLself with better 
nurturing for children, but attempted lo 
predetermine the quality of the nation via 
‘naluie in the way of .selective breeding’ 

(p .31). Whi le variants of such ideas under¬ 
scored Ihe population policies of Nazi 
Germany in the past and to a certain extent 
in present day Singapore and in developing 
countries in Latin America, Africa, A.sia 
and the Pacific, women have often become 
tlie targets for .schemes to check population 
growth. It is well known that strong 
pressures from international agencies 
such as the World Bank and USAID 
also further these policies. The effects of 


such projects are gendered, for example, 
in China, where the ‘one child policy’ has 
contributed to an increase in female in¬ 
fanticide in a society, which overvalues 
males. 

Gender relations are significant cultural 
and political markers of nationhood, for, 
as Yuval-Davis underlines, they are ’at the 
heart of cultural constructions, social 
identities and collectivities, as well as in 
most cultural contexts’ (p 58). Cultural 
difference has always been linked lo 
notions of ‘otherness’ The construction 
of sexuality and gender have a pivotal role 
to play in defining cultural distinctions. 
Women have an ambivalent position as 
embodiments of collective and ethnic 
honour, for at the same time they are often 
excluded trom the body politic they are 
supposed to represent. In developed 
countries such as Britain, which are made 
up of various ethnic groups, the com¬ 
plexities of race relations, embedded in 
the politics of assimilation versus separa¬ 
tism. have had profound implications on 
gender relations and the construction of 
a notion of ‘otherness’. Here, thccvolulion 
of ‘multiculturalism’ has more often than 
not led to the di.sempowerment of women, 
tor states collude with fundamentalist 
leaders, claiming to represent the true 
'traditions’ and culture of their com¬ 
munities. 

Yuval-Davis links the rise of orthodox 
forces, whether right-wing Zionism in 
Israel. Protestant fundamentalism in the 
US or their Sikh and Hindu equivalents 
i,i UK to ‘thccrisisof modernity -of social 
orders based on the belief in principles of 
enlightenment, rationalism and progress’ 
(p 62). The traditional construction of 
.scK'ial orders (implying and including in 
many ca.scs control over their women) is 
seen as an anchor against such forces, 
giving people a scn.se ol stability and 
identity. In ex-colonics, the relationship 
between cultural change and ’modernity’ 
takes different forms. If colonialism is 
.seen as the symbolic emasculation of 
manhoodof acollcctivity or ‘nation’, inde¬ 
pendence opens the door for what has 
been seen as the necessary redefinition of 
gender relations. The altitude of post¬ 
colonial slates is contradictory in the 
extreme: a /.eal for emancipation of women 
IS combined with the construction of 
women as ‘carriers of tradition' and the 
assertion of an aggressive ‘masculine’ 
identity. 

Gender and Nation then examines the 
concept of citizenship, which, it is argued. 
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determines the notion of 'otherness* 
between individuals and genders. Ac¬ 
cording to the author, it is primarily a 
political construct, and operates as an 
exclusive and intiasive category defining 
the relationship between the state and its 
members. The type ot state determines the 
rights and duties of the individuals and 
groups within it. The spheresnf family and 
civil .siK'icty relate in different ways to 
notions of citizenship and nation-making. 
Yuval-Davis argues that in most pre- 
indusirial states and some countries in the 
contemporary period, kinship ties often 
form the toundation for political align¬ 
ments, in which women have few rights. 
In other cases, genealogical ties provide 
the major reason for catapulting some 
women tnto the political hot seat. At the 
other end of the ‘family/civil .society/state 
continuum', is the Soviet state, which has 
sought to subsume the civil and familial 
domains. In such polities, while women 
have a higher status, titey still continue 
to work harder than most men, in both 
the hou.se and the workplace. In welfare 
states, where the intlucnce of civil society 
on the .Slate is the greatest in social and 
economic terms, women are highly visible 
in the public .sphere (pp XI-82). De.spitc 
their representation at many levels, 
however, most power continues to he 
in the hands of men. Thus, gender rela¬ 
tions and citizenship rights are ckxsely 
linked. 

In an interesting section in the .same 
chapter, the author argues that ‘nationalist 
protects' may also transcend territorial 
boundaries to subsume immigrant 
communities all over the world. Yuval- 
Davis highlights the impact of multicultural 
policies tollowed by slates. c.spccially those 
in the developed world, towards mi noritics 
and immigrants. The simultaneous 
processes ol inclusion and exclusion ot 
many 'diaspora communities* re.sults in 
their conllnemcnt in what the author calls 
'marginal spaces', which ‘others' these 
groups while reifying the boundaries 
between them and other communities 
(p86). Such individuals, depending on 
the collectivity to which they belong 
become part of the ‘civic nation', while 
at the sanw time they remain outside the 
national 'moral community'. Women 
belonging to such groups are especially 
disempowered. 

The biKik also examines the gendered 
relationship between citizenship, the 
mililhty and wars. It argues that while 
citizenship rights are nut coeval with 
military .service, the exclusion of women 
tn>m the military has been discriminatory 
and patcmali.stic. for wars have been seen 


as the monopoly of men. ihe moder¬ 
nisation of the military machine has led 
to its expansion and co-ordination with 
civil structures and has led to the 
involvement of more women than before 
in various levelsof the administration. Fdr 
t he most pari, however, the debates relating 
to women revolving around issues such 
ascombat at the front, have been structured 
by ideological constructs based on 
womanhood and femininity. 

Yuval-Davisdoes not specificaiiy focus 
on the unique and complex connections 
between gender and nationalism in the 
developing world. It might be u.seful to 
cuasider here some of the points made by 
her about the relationship between gender, 
colonialism and nationalism, to highlight 
(he experiences of countries such as India. 
As Partho Chatterjee has suggested, 
Indian nationalist discourse in both the 
colonial and post-colonial period pushed 
for the ‘emancipation of women’ [Chat- 
teijee 1994:116-57). Whatever ‘mtidemi- 
sation' occurred, however, took place 
within the framework of limited social 
reform in recon.stituted patriarchal family 
structures and did not result in equality 
and freedom for women. If colonial offi¬ 
cials had perceived women as victims of 
an ‘oppressive* and ‘backward’ culture 
waiting to be freed by the benevolent 
lorccsof acivilisingChristian power, many 
nationalists and reformers viewed women 
as representatives of ‘nationhood*, ‘cul¬ 
ture' and ’tradition'. Their attitudes ‘fos¬ 
tered a distinctively conservative attitude 
toward social beliefs and practices’ 
(Chatterjee 1994:116], inhibiting and 
stultifying gender relations in indepen¬ 
dent India. 

Gender and Nation argues that religious 
movements seek to politici.se and push 
into (he mainstream ideological posi¬ 
tions defining gender relations. In the 
Indian context, Tanika Sarkar has noted 
that Hindu women have been used as a 
‘political resource' by ‘militant Hindu 
chauvinism’ from the 19th century right 
till the present day. After 1947. the 
Rashtriya Swayam Sewak and its attendant 
representative and political bodies have 
constructed images of womanhotxl that 
buttress their ideology of a ’homogeneous 
Hindu community' and ’nation’ [Sarkar 
1995:89-104). The ideology of the RSS 
cmphasi.ses ihe notion that the Hindu 
community is under threat and seeks to 
pu.sh a eugenistic philosophy. Women are 
seen as motors, whose sole purpose is to 
give birth to strong sons to protect the 
community, a view which goes hand-in- 
hand with the encouragement of con¬ 
servative domestic vaiue.s. Recent studies 


have pointed out that women are in^ 
cieasingly being harnessed to spread the 
message of the Hindu Right at various 
levels of the RSS. They also paly a signi- 
fleant and visible role in political parties 
such as the BJP [Sarkar 1997). 

Yuval-Davis’ analysis refers to the role 
the nation state plays in mediating between 
religion and gender. As the author argues, 
the state seeks to legitimise its position by 
working in tandem with leaders of difterertt 
communities, often passing legislation 
detrimental to the position of women. In 
India, for example, the events leading up 
to the well-publicised Shah Bano case, 
and its imn^iate fallout - the Muslim 
Women (Protection of Rights on Divorce) 
Bill - indicated that the state was prepared 
to ‘perpetuate patriarchal relationships and 
community identity’ at the expense of 
women's status [Hasan 1997:71). 

On the whole, this book is a welcome 
addition to the literature dealing with both 
gender and nation. Yuval-Davis suc¬ 
cessfully demonstrates the ways in which 
‘nationalist projects' and gender relations 
influence each other in different contexts. 
Among the most intere.sting chapters are 
those dealing with cultural reproduction 
and citizenship. As the author suggests, 
gender is not simply a variable, but is 
fundamental to the development of culture, 
nationalism and social and political move¬ 
ments in all countries. In the name of the 
‘nation', the position of women has often 
suffered, making it neces.sary for activists 
to organise around women’s and nationalist 
is.sues throughout the world. Yuval-Davis 
ends on the positive note that acon.structi ve 
dialogue between such groups would help 
in the formulation of a more global notion 
of feminist nationalism. 
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The AngUcan Ethic and the Spirit 
of Imperialism 

Rudolf C Heredia 

Providence and the Raj: Imperial Mission and Missionary Imperialism by 
Gerald Studdcrt-Kcnnedy; vSage Publications. New Delhi, London. 1998; pp 273, 
Rs 375 (cloth). 


THE resurgence of religion today, some¬ 
times in fundamentalist or revivalist forms, 
is a .severcembarrassment to those moder¬ 
nists, both liberal and lcfti.st. who dis- 
mis.sed it not too long ago as irrelevant 
in .secular societies! This is precisely what 
makes the volume under review a timely 
di.scussion about a curiously iorgotten 
aspect from a not toodistant past. Religion 
and politics can interact in an infinite 
variety ot ways. Here the author focu.ses 
on the broad church idea of the state and 
the di.stinctive liberalism that it brought 
to bear on the Raj (p 31). Moa'ovcr. he 
deconstructs the hardboiled imperialism 
of the Churchillian die-hards to expose 
the 'Christian’ religious thinking that 
underlay it. 

The concern is with the sacred in a 
modern secular society, spccilically with 
Bntish ('hnstianity and its intcr-connec- 
tcdne.ss with British politics, and on h-.w 
the di.scoiirse ol missionary imperialism 
IS refracted by the various pKayers ot the 
imperial mission. Thus, the 'fulfilment 
theology’ ol the Christian missions, 
especial!) in the Anglican and Free Church 
missions, and the 'providcnlialisin' this 
inspired m the Raj had significant and 
critical implkations tor the sense of histo¬ 
rical de.stiny and impeiial liuslecship that 
dominated the political ideology of the 
colonial establishment. Using a funda¬ 
mentally Gramscian perspective, the 
author studies the interaction of a poli¬ 
tical religion and a religious politics which 
characterised the British colonial enter¬ 
prise. 

He insightlully demonstrates how the 
hegemonic discourse of the British im- 
pcrium provided the legitimating Irame- 
work lor the ruling class, one in which 
con,servalive.s and liberals could engage 
each other, and work towards strategic 
comprises ot their differing interests, 
rather than have the one countervailing 
the other. This hegemonic discourse also 
provided the legitimation for the sub¬ 
jugation ot other peoples and nations 
within the empire. Once the di.scour.se is 
accepted and internalised by these peoples, 
they finrl them.selves inevitably co-opted 
into being loyal citizens of the British 


F,mpirc. It was this twofold legitimation, 
of those who exercised their hegemony 
and for those who were co-opted by it. 
that provided some mca.surcs of apparent 
siiibility to the colonial project. But it 
coiUil not quite contain the internal con¬ 
tradictions and profound misapprehen¬ 
sions of the indu.strial capitalism that 
was in fact the underlying dynamic of 
British imperialism in the colonics. 

In the tinal analysis, the more inclusive 
community, which the theology of the 
('hri.stian missions sought to propagate 
and which in turn inspired the British 
ideology of empire, was at odds with the 
demands of an ever expanding capitalism 
in a search forever more global markets. 
Moreover, the narrative of community 
was also faced with itsown internal contra¬ 
dictions, when the subordinated peoples 
eventually came to realise how some were 
more included than others in the imperial 
community, or rather some were provi¬ 
dentially moic chosen than others! Cor¬ 
respondingly, the contradictions in the 
capitalist market-place became apparent 
when, foi all its supposed neutrality, here 
loo some were evidently more exploited 
than others in an incrca.singly uneven 
exchange. Thus, theological providen- 
iialism inspired by the mi.ssionarics and 
eagerly taken up by the politicians, and 
industrial capitalism vigorously promo¬ 
ted by the colonialists, both merely poin¬ 
ted to an ever reccdi ig smritual tulfil- 
ment and an ever delayed material pros¬ 
perity. 

.Stiiddcrt-Kennedy's cadier works had 
taken upsimilar themes insiinilarly related 
contexts. Dog Collar Democrat v: The 
Industrial Christian Fellowship. 1919- 
I92‘*. (1982), examined ideological legiti¬ 
mation of religion in domestic politics. 
Later, in British Christians, Indian 
Nationalist and the Raj, (1991) he pursued 
this theme in the context of the Raj. In 
the volume under review the substantive 
areas that form the central focus of the 
concerns expres.sed here arc: “constitu¬ 
tional engineering, institutional ideology, 
theology and social theory, literature and 
higher education, perceptions and mis¬ 
conceptions of Gandhian nationalism” 


(p 17). Essays written earlier on these 
topics are edited and reproduced here. 
However, it was in compiling them 
together in a single volume that a central 
thesis emerged. This is articulated in the 
introduction and summed up again in the 
epilogue. 

Summarising his earlier work in British 
Christians, chapter two introduces us 
to the Industrial Christian Fellowship 
(ICF), a movement that attempted to 
respond to the secularism of society and 
its alienation from the church after the 
Great War. It brought together an appeal 
to national unity and acapitalist rationality, 
under theumbrellaof“a Christ ofpersonal 
compassion, suffering and service as 
integrated elements of a compelling public 
phibwophy” (p 35). This was a move¬ 
ment supported by both the liberals as 
well as the right wing of labour. The 
convergence of religious beliefs with poli¬ 
tical and institutional loyalty here was 
certainly nowhere near the egalitarianism 
of R H Tawncy, or even wit h the Christian 
socialism that represented a counter-ideo¬ 
logy in its wake. 

But then, British Christian socialism 
was typically Anglican, and aptly des¬ 
cribed as “socialism for bishops"! (p 29). 
It had little to do with the secular tradition 
of socialism on the continent, and was 
more concerned with an organic national 
community than with conflicting and con¬ 
tradictory .social classes. It covered a 
multitude of facets but was largely con¬ 
servative. Rather than contest laisser-faire 
and replace it with class conflict and social 
cgalitananism, the attempt was to bring 
Christian bmtherhixidtobMroneconomic 
practice but without much support from 
economic theory. 

Underly ing this was a certain theological 
'providentialisin', i e. the idea that God 
had brought about the ideal political state 
and civil society in the British nation and 
had now entrusted it, with bringing these 
blc.s.sing$. to the peoples providentially 
under its imperial care. It was this sense 
of de.stiny that was at the core of the 
Anglican ethic at the time. In the missions 
this expressed itself in what came to be 
called “fulfilment theology" (p 39) which 
dominated missionary and Christian 
thinking between the wars. It held an 
inclusive understanding of other religions, 
and placed them in an evolutionary 
perspective that finally converged in 
the triumph of the Christian revelation. 
The secular version of this could be 
nothing less than the imperial mission of 
the Raj. 

It was very much a "Whig interpretation 
of hi.story”, as Butterfield characterised 
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It in ivj 1,1 e, one ptemtsed on chnstian 
beliefs and values, together with middle 
class discipline and institutions, and then 
projected into the machinery of imperial 
trusteeship. In using the past thus to guide 
the imperialist politician and political 
.scientist, the civilising task ol empire was 
made conveniently compatible with the 
capitali.si penetration into the colonies. 
With the monarch as the con.stitutional 
head ot both church and state, the British 
‘crown’ became the symbol of an over¬ 
arching unity of all the peoples and 
religions in the empire. This was almo.st 
‘sacramentally' expre.s.sed in the typical 
.Sunday Church paiade, and we can easily 
see that this had a peitinent homology in 
the coiresponding military ones in the 
cantonments! 

Gandhi's ‘swaraj’ challenged this 
colonial hegemony by questioning its 
legitimacy in terms of ihe very icligious 
inspiratum that moved the colonialist and 
imperialist. But at the same time he sought 
to liberate his own country Irom the 
‘intimate enemy' by an appeal to Iheir 
own native religions and indigenous social 
traditions. The ditticuily that both the 
imperialist and the missionaries had in 
understandingGandhi was really this' they 
were atiemptmg to lorcc him into the 
categories ol lulfilment theology and 
imperial trusteeship. This was in tact a 
profound misapprehension of the man 
and his mission (C'h ^). Caught up as they 
were is their own ".Sense ot Providence" 
(Pt 2) and preoccupied with themselves 
as principally “Agents ot Providence" 
(Pt 3). this was almo.st inevitable. The 
chapters in these two sections aic rich in 
detail and msighitui m their analyses. 

The epilogue finally brings togethei the 
two narratives ol cominunily and capita¬ 
lism. that are implicated in this discourse 
ol the Ra|. For both Ihe imperialist and 
the tnissionaties the legitimation ol the 
Raj was premi.sed on the narrative of 
community, even as they attempted to 
make it the more inclusive, whether m 
political or icligioiis terms. However, the 
narrative ol community, as Chakravaty 
has pointed out (p 2Vi). is always prone 
to .subversion by non-inclusive undei- 
standmgs, whethet the nationalist or 
.suhnationalisi or even communal. Ihis 
represented a crucial tension in provi- 
dentialisi history us also in fullilment 
theology, a tension that could easily, as 
in fact It did, get subverted by the political 
chauvinism and the religious ethno- 
centricity of the players. 

On the other hand, the material support 
of the Raj was certainly the political eco¬ 
nomy of indu.strial capitalism. Hiis implied 


a more universal narrative uiai cuulu 
indeed draw legitimation from the ideo¬ 
logy and theology of an inclusive com¬ 
munity, in order to expand its markets, 
even while it masked its exploitation under 
■he guise of a benevolent and providential 
colonial regime. It is no wonder, then, that 
this convergence of "imperial mission 
and missionary imperialism” has tainted 
thcchurches in this country with acolonial 
heritage that they arc now beginning to 
shake tree off. 

What one misses in this study of 
"Piovidcnce and the Raj" is an assessment 
ol the counter ideologies that challenged 
ii at Ihe time. .Some are only touched upon 
but .somewhat brielly - for example, 
Gandhi, who "presented the British with 
a serious problem of understanding”, 
(p 121) and Ruskin, who jogged the 
con.sciciicc of "the educated, cultivated, 
and discontented” at home (p 137). 
Ruskin's version of an organic society in 
disciplined and benevolent hierarchy was 
something that did in fact attract Gandhi, 
bui ii was sure to alienate the subalterns, 
especially the dalits. 

The hegemonic discourse presented here 
by the author is certainly that of the 
clerisy’. Ihe class m Coleridge's words, 
that was constituted of "the learned of all 
denominations", who in fact “con.stitute 


iiieuviiisauoiiwi acuuAuy iiiu» 

in turn corresponds correctly to tHe 
hegemonic intellectuals of Gnunsci. But 
there were also voices of dissent from the 
counter hegemonic organic intellectuals. 
In India there was an articulate political 
opposition from the Congress and the 
nationalist movement and the political 
support it got from ‘British Christian’ 
sympathisers here and at home. Even 
within the Christian theological discourse 
in the country there were some, like 
Brahmabaudav Upadhaya, whose under¬ 
standing of a “Hindu Christianity” was 
certainly beyond the pail of the fulfilment 
theology of (he time. Granted that these 
were not the dominant disaourses of 
the period of the Raj, one still feels that 
some indication of them might have hel¬ 
ped towards a more nuanced account 
of this ‘elective affiniiy' between the 
Anglican ethic and the spirit of imperia¬ 
lism. 

However, this must wait till someone 
does for Studdert-Kennedy’s thesis on 
the Anglicans what RHTawney’s critique 
did for Weber's ‘Protestant Ethic'. But 
perhaps more perlinently, we can find 
in such studies an inspiration to fine-tune 
Ihc analysis of the awfully messy re¬ 
lationship of religion and politics in this 
country. 
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The Budget, Government Style and Sustainability 
of Economic Reform in India 

Chinuijib Sen 

The success of economic reforms depends on whether policy-makers can overcome both political and 
economic constraints. This paper Jocuses on a relatively neglected dimension of the Indian economic reform 
process ~ the institutional underpinnings of state capacity, h has argued that state capacity, defined as 
the capability for political management of the reform process within a democratic system, is crucial for 
the sustainability of the reforms. Purado.xicallv, this is true even for the neo-liberal type of economic reform 
which aims at diminishing the role of government. 


I 

Why Budget 1998 Is Different: 

Changing (Government Style 

THb union budget presented on June 1, 
1998 by \ ashwant Sinlia received a luke¬ 
warm reception A frequently repeated 
criticism was that the budget tacked a 
sense ol direclion The business press was 
es|>ccially harsh In bold language, rich 
with metaphor, one sample ot the business 
reaction lan as follows: 

Void ol vision but brimming with 
bravado, union I mance mmistci Y ashwani 
.Sinha served up a Molotov cocktail . 
that blew .ipail the hopes ol u com¬ 
prehensive linancial p.'ickage to Viagia 
the industrial sector ' 

Since the economic reforms were laun¬ 
ched in 1991. the annual budget of the 
union government has assumed a special 
aura - as a key signal about the direction 
of economic policy - or more prcci.sely. 
as a banmieter lor liberalisation Earlier 
budgets pre.sented by Manmohan Singh 
and P Chidambaram were received with 
great enthusiasm by business, and 
succeeding governments have claimed 
to have broadly pursued the economic re- 
toim agenda. Yet seven years down the 
road, there is little evidence that India has 
entea'd a phase of high and sustainable 
growth. In lad. the economic trends 
point in the opposite direction. The mam 
pillars on which the revival of Indian 
economic growth was to have been founded 
- industrial production and exports ~ 
have revealed their vulneiability. In both 
the major material production sectors- 
(indu.siry and agriculture) growth is in the 
doldrums. Declining and decelerating 
industries had more than half the share 
III the inanuiacturing sector in 1997-98. 
On the macro-economic front, the fiscal 
deficit remains as great a threat as ever, 
having risen. Foreign portfolio investment 


Hows are down sharply, negating gains 
from the up trend in FDI. Further domestic 
investment intentions have fallen sharply 
(Tables 1-3 and the Chart). 

Cowered by recession, the industrial 
and agricultural lobbies are now highly 
vocal in their demands on the state for 
protection, subsidies and ‘pump priming' 
ot the economy. What do these events 
signify? Have the market reforms stalled? 
What exactly has changed in the reform 
priKcss"' When examined from this per¬ 
spective. It IS cleurthat Budget! 998 cannot 
he viewed in isolation. It must be seen as 
part of a political-economic process in 
which the political agenda of the govern¬ 
ment interacts with entrenched economic 
interests. Moreover, the budget reflect 
constraints po.scd by the condition ot the 
economy. The.sc constraints, m an era of 
unstable coalition politics, have been m 
turn influenced by policies ol preceding 
governments. This paperthereforc attempts 
to situate the budget within a longer view 
- the political economy of the evolving 
reform process and v'hai it implies for the 
overall dirs'ction of th.': Indian Cv.inomic 
policy 

One important issue at this juncture ;• 
whether or not Budget 1998 represents a 
sharp break in idenhg'' with les/n'ct to 
the role of government in the economy. 
It so, the long-term strategic implications 
of the budget arc significant. One note¬ 
worthy feature of the expressed views of 
the most political parties (barring the Left) 
since 1991 has been a broad acceptance 
of the idea that economic reforms were 
ncces.sary and ought to ix: continued. Few 
parties have campaigned on the promise 
to jettison the reform process. Most have, 
however, suggested modifications to the 
original Manmohan Singh blue print. But 
It is useful to note that the xone of con¬ 
sensus has broadened. Broadly speaking, 
several ideas, which had appeared path 


breaking in 1991, have now come to be 
accepted as part of the mainstream. For 
example, icforin ideas on which there is 
now a fair degree of political consensus 
include the following; 

- Balance ol payments .su.stainability is 
crucial: 

- The Indian economy should not revert 
to the closed trade and foreign investment 
regime of the pre-reform period: 

- There should he a moderation in inter¬ 
nal borrowing by the government, so that 
an internal debt trap does not emerge; 

- The bureaucratic control-dominated 
policy framework had become dy-sfunu- 
tional. and reforms should continue on 
this dimension; 

- Market forces should be encouraged 
provided their negative impact on income 
distribution is kept within politically 
manageable limits. 

If this assertion is correct, then it means 
that on the ideological plane as far as 
reform objectives are r oru erned, there is 
a fair degree of consensus on the key 
elements. It would therefore appear that 
political'differences are not so much on 
the basic objectives of reform, but on the 
particular approach to policy-making. 
What then is the difference in approach, 
which has caused .such misgivings about 
Budget 1998? There are clearly two as¬ 
pects that stand out. The first is the swadeshi 
component of the budget's de.sign, and the 
second relates to doubts about commit¬ 
ment to fiscal discipline and macro-fun¬ 
damentals.^ The real concern is that the 
two aspects may be related, i e, that 
swadeshi policy might lead to the down¬ 
grading of macro-stability as the main 
policy objective, and the overall reform 
itself may thereby be seriously compro¬ 
mised. This paper will focus on whether 
the implicit policy approach embodied in 
Budget 1998 has significant implications 
for the nature of engagement of the 
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KHvetmu iit *» ttli ec <moini< cu ton ^ Is there 
a tundamenial c lunge and might this lead 
to a conllict with the protess ol hberali 
sation This issue is important heiause 
ontc polilKal piotesses that modily the 
‘government styk are unleashed thcsi 
can become entienched and thus veiy 
ditticuli to reverse 

What exactly is sw.ideshi about Bud 
get IWS and how might it conllict with 
hheralisation' One aspect ol it is obvious 

the desiic lor pioviding highei piotec 
tion lioni extiinil competilion has now 
been made ixplicii in the indirect lax 
pioposals I his aspect has pioveci to be 
tonirove isial He ic the opposition comes 
liom a mix ol souices Some aic opposed 
to this on ideological giounds ihis line 
ell critic isni sees ihis as an attempt te» back 
awa) liom theticiul lowaidtiadc libeiali 
sation and the CiATI WTO agenda 
Howevt I the basic weni v is based on t we) 
pragmatic eonsieleIations I list whcthei 
this woulel d impel) mteinalieinal capital 
(lows bv pio)ectmg a natieinalist aulaikic 
linage abioad end second whethe'r this 
woulel upset the internal playing lield b) 
introducine diltcieniiil protection to dil 
Icreni sub sccte)is and economic groups 
Indeed the in i|oi svsteniic woiiy is about 
the degree lo which the budget rclTe*cts a 
heiahienc'd dcgicc ol politicisation ol the 
budget piocess II Hue ciilics tear ihat 
e xpedicnev lathci ihmcolleMivc economic 
lationaliis may determine pollc^ Rather 
lhanbeing aimsicngth and e\en handed 
111 appro.ich lax and subsidy policy may 
(urn discieiionarx and particularistic m 
response lo lobby peisuision"* 

Ihis impre ssion ol uneven trcaimeni in 
Budget I ‘WX IS Stic nglhenc'd by the widely 
vaiyingcontcntolthe rematksoldilteiint 
industiy leadcisiothe budget speech and 
Iroiii other independent assessments ^ 
Ihus the lear is lhat on the pn text ol 
being swadeshi Budget l‘I‘)X is actuall) 
and cleltbclately disciinnnalory ainom.’ 
dome she mdiistnes and business groups 
luilhci the mmnci ol elisciirnmation is 
not tiaiicpaie 111 m units ol its strategic 
design and economic logic This tendency 
to disci iminate bclwe’cii economic uroups 
has also been carried oxer to the cxteinal 
sector A le'aiuic ol the budget s|iei ch 
which was widely noticed, was the ncuii il 
lone with respect lo loreign inyestiiieiiis 
This was m staik conliast to predeccssoi 
speeches wherein wenimg the external 
investor groups was high on the agenda 
In contrast Budeet IWX has incdlo make 
a \harp (Usttm turn amoni; < i/< inal im < e 
ton More precisely the political signal 
being given is lhat ol tuotnunt 

mfmniii of NRi iii\etto>\ logcihei with 


a lukewarm approach to the intemationai 
investor community 

1 hus, a pattern emerges in the opera¬ 
tional i onti ntof\wailetfu < < onomic polic \ 
ol the present government This consists 
ol an explicit elloit to lorgc links between 
the stale and certain segments ol industry 
and external NRl interest groups This 
ippioach marks a departure irom the 
way that the governmeni has hitherto 
dealt with economic groups in the reloim 
peiiod ' The government apparatus is 
being used lo lorgc certain sixrcific alli¬ 
ances with independent economic actors 
Suppoilers might claim lhat the govem- 
iiieiit has shown lhat it is ready to be 
icsponsivc to concerns ol groups who 
lie illeciedby policy Others however 
w ould 1 haiacleiise this as a way lo convert 
the economic policy process into a loruiii 
lor lobbyists Ol course all govcnimcnts 
111 democratic contexts arc open to pres 
sure and lollow policies that are aligned 
to the undcilying political support base 
However this appears diflcrenl in the 
explicit attempt to draw oiganised large 
mdustrv into the political landscape as 
player s who may have lo choose sides As 
I ir as industry is concerned we lind 
theielore an attempt lo modily the lela 
iionship with government 

It may be uselul to contrast this with the 
eovernment style that underlay the earlier 
phase ol relorin 1 he liberalisation agenda, 
as ou'lined by Manmohan Singh and 
continued by PChidambaram drew ideo 
logical inspiration Irom the nco liberal 
philosophy ol economic relorm ’ T he key 
piopciisilies ol this philosophy are anti 
buicaiiciacy .inti planning and macro 
iconomic discipline In policy terms these 
ii.iiislatc into decontrol ol the economy 
.ind the downgrading the status ol long 
term economic strategic I unction ol the 
stale A lurthcr objective is lor a lower 
sliaic ol taxes and government expendi- 
lim in (jDP The implied govcinment 
sly Ic ol this reform agenda is therefore one 
where the government would concentrate 
on setting the rules of the game and 
generally distance itself Irom market pro 
cesses 

Ihus when we compare (he implied 
govcinment styles in Budget 1998 with 
iis rc lormist predecessors we can sec lhat 
there IS a diflerence in essence This is 
perhaps the reason why some critics have 
complained about the supposed return to 
the Nchnivian era’ * Absurd as such 
commeiils may sound they reflect the 
pievailing contusion about the institutional 
dimensions ol governance This is hardly 
surprising, because there has been little 
substantive analytical debate nationally 


on this aspect of reform in the past seven 
years. As a result, any policy approach 
that deviates from the nco-liberal package 
tends to be seen as a large blur Even 
intelligent commentators appear unable to 
distinguish between discietionary eccv 
nomic policy, socialism, planning, trade 
pnncctionism and slate investment in 
infrastructure As long as successive 
governments bioadly pursued the neo- 
liberal agenda, such distinctions might 
have seemed ‘academic’ and irrelevant 
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Budget 98 has, by attempting to change 
the government style, inadvertently 
brought this dimension to the fore. It can 
no longer be ignored. It may be useful 
therefore to examine more closely the 
significance of this change. 

In the following section, we elaborate 
on the concept of ‘government style* in 
^ somedetail, andtry to relate it to the Indian 
' reform. The remaining sections of the paper 
address the question of why the particular 
(neo-liberal) government style with which 
the economic reform was associated from 
1991 to until Budget 1998 has faltered, 
and d(3es not appear to be sustainable. The 
logic of the argument is put forward through 
a diagrammatic model. We should empha¬ 
size here that our focus on this question 
does not imply that we arc suggesting that 
the present approach, as currently con¬ 
ceived. will succeed in its objectives. We 
treat this issue as beyond the scope of this 
paper. 


II 

A Dichotomy of Post-Reform 
(fovernment Styles 

/ Following Okuno-Fujiwara, wc shall 
draw a distinction between two main 
government styles: rulc-hasetl and rela- 
tion-haxcJ. This distinction, in our view, 
captures the dillcrencc in the approaches 
to economic reform of the Congress-led 
and I JF-led governments on the one hand, 
and the BJP-led government, on the other. 
In their pure or ideal form, the two styles 
are mutually exclusive. In the rule-based 
government .style, the government sets the 
ex-ante rules ol behaviour for market 
participants. The role of the .state is to look 
after the stxial and legal framework of 
competition. In economic intervention, it 
avoidsdi.scretionary, discriminating policy 
acts, which ‘distort* incentives for market 
participants. The entire thrust on removal 
of controls can be .seen as a move towards 
a rule-ba,sed government style. By con¬ 
trast. in the relation-based government 
style, policies arc made through negotia¬ 
tions between policy-makers and economic 
actors. In the latter set up, the government 
engages in ex-post interventions, and 
continuously modifies policy in response 
to evolving circumstances. The govern¬ 
ment is not a passive observer, but plays 
an active role in market processes. It does 
very consciously distort market incentives 
in pursuit of its economic objectives.*' 
Tlicse two government styles rcprc.sent 
alternative models for economic gover¬ 
nance for a country like India. Indeed, wc 
have observed a tension between these 
two styles as the reform has evolved. 



Recognition of these alternative gov¬ 
ernment styles facilitates a richer and more 
nuanced approach to the institutional 
agenda of reform in a market economy. 
First, it allows us to see that the syitemic 
i\.-ue for India ix not simply replacing 
t onirols with the market. The alternative 
to a nco-libcral governance style in the 
1990s in India is not nece.ssarily ‘bureau¬ 
cratic controls’ and ‘.socialist planning*. 
For some time, the dominance of the neo- 
liberal reform movement on the world 
stage had obscured the distinctions be¬ 
tween its alternatives. But as the l99Us 
have progressed, and many transition 
experiments have belied initial msy ex¬ 
pect at ions t he debate on go vemmcii t sty les 
has become serious and substantive. Even 
111 the World Bank, itself once a corner¬ 
stone of nco-libcral thinking, there is 
evidence of intense rethinking on the role 
of the state in development. Before the 
present economic crisis, the cast Asian 
economies had achieved superlative per¬ 
formance for f hree decades or more. Many 
sought to draw lessons from this experi¬ 
ence. '“An early example of a World Bank 
public.atioii that broke from the pure neo- 
liberal mould and sought to find a com¬ 
promise between rule-based and relation- 
based thinking came in 1993." The main 
f(Kus and argument of the book is sum¬ 
marised in this brief passage: 

What caused Bast Asian success*.’ In large 
measure the HPARs (High performing 
Asian economies) achieved high growth 
by getting the basics right...Fundamentally 
sound development policy was a major 
ingredicnt...Macru-economic management 
was unusually good...providing the essen¬ 
tial framework for private investment...All 
the HPAEs kept price di.stortions within 
reasonable bounds and were open to 
foreign ideas and technology. 

But thc.>e fundamental policies do not tell 
the entire story. In most of these econo¬ 
mics, in one form or another, the govern¬ 
ment intervened - systematically and 
through multiple channels - to foster 
development, and in some cases the 
development of specific industries. Policy 


interventions took many forms...Some 
industries were promoted, while others 
were not. At least some of these interven¬ 
tions violate the dictum of establishing for 
the private sector a level playing field, a 
neutral incentives scheme.'* 

The tension between the two perspec¬ 
tives on the role of government is appar¬ 
ent. While the World Bank was careful 
not to cndor.se the policies mentioned in 
the second paragraph quoted above, it 
acknowledged their presence in the 
‘miracle economies*, and adopted a rather 
agnostic posture arguing that it was “ 
virtually impossible to measure the rela¬ 
tive impact of fundamentals and interven¬ 
tions on HPAE growth**. *^ The report was. 
however, quite explicit in accepting the 
idea of establishing an “institutional basis 
for shared growth*', devoting a full chapter 
to the subject. 

Subsequent experience with reform, 
and further research outside and within 
the Bank. ha\c steadily brought increased 
emphasis on institutional reform in the 
World Bank's agenda. The theoretical 
foundation fur such recommendations 
nas become more firm. The 1997 World 
Development Report is “the third World 
Bank report in seven years to consider the 
role of the state [and] signals an emphatic 
shift in agency thinking. Early enthusiasm 
for neo-liberal policies... is now tempered 
by explicit rejection of their more radical 
forms.**''* In arguing for an “effective state”, 
the WDR 1997 is careful to state that its 
message is not one of simple dismantling 
of the state, and that “there is no unique 
model for change". In other words, even 
the World Bank would concede that there 
are other market-enhancing alternatives 
to the neo liberal state. 

It is therefore u,seful to examine the 
relative merits of alternative styles in order 
to understand the significance of the switch 
in government styles that has been taking 
place. Returning to our dichotomy of 
government styles, the first point to note 
is that neither the rule-based nor the re¬ 
lation-based style is intrinsically superior. 
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They each have their advantages. a.s we 
shall see presently. Equally important, 
within the same policy domain, they tend 
to be mutually exclusive. This is because, 
when used in conjunction, they tend to 
undermine each other The rule-based 
sy.stem, as noted earlier, relies on ex-ante 
regulations. But the relation-based style 
is based on |3olicy negotiations between 
policy makers and economic agents. It ex¬ 
post negotiations are permitted, then this 
would compromise the ability of the 
government to pursue a rule-based style, 
for rules would then he alteicd and the 
reputation of the government as an impar¬ 
tial setter ol the ’rules of the game' would 
suffer. Eventually, the two styles cannot 
be adhered to simultaneously within the 
.same policy domain.'^ It may. however, 
still be possible - we would contend - to 
have dilterent styles in separate policy 
domains. 

Does government style matter for poli¬ 
cies to be cflective? Rule-based and re¬ 
lation-based go\ ernment styles each have 
their relaiive advantages.In the ab.stract. 
the two styles can be assessed on the 
following dimensions 

(1) E.\-po.\t fle\.il>ilit\ in polu v iniplc- 
mentatum- In some situations, forexampic 
in case ol an uncertain environment, this 
may be an advantage. Policy needs to 
respond rapidly tochanging circumstances. 
In .such conditions, relation-based .style is 
.superior to the rule-based style 

(2) Effecm cntw.i in the vontvMofas yin 
metric infonnotion: When economic 
agents, such as linns, have greater infor¬ 
mation about thciracti vity context, it makes 
monitoring raihei difficult. The policy 
makers cannot judge whether private 
firms arc acting according to the niles ol 
competition. Lack of information also 
makes it difficult to pniduce verifiable 
evidence of rule violation to .satisfy a third 
pany. e g. a court of law. In these circum¬ 
stances. again, a relation-based policy style 
would be superior to a rule-ha.sed policy 
style 

(3) SuihilitY of e\-(inte inientives for 
private sector. When making decisions 
with long-term payoffs, such as invest 
ment in R and D. private perception of risk 
can be affected by policy uncertainty. In 
these circumstances, private agents have 
a greater incentive to inve.st il the futuie 
business environment could be predict¬ 
able. In a relation-based .style, policies 
would tend to be adjusted more frequently. 
Hence from the viewpoint of providing 
stable ex-ante incentives, the rule-ba.sed 
style would be .superior. Indian ti.scal 
ipolicy-makcrs have a|mreeiatcd this prin¬ 
ciple tor some time.*' 
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(4) Ease of collusion between regula¬ 
tory authorities and the private sector. In 
many types of markets, even after 
liberalisation, there remains a need for 
regulation. A good example is financial 
markets. Such regulatory functions can be 
severely compromi.sed if there exists 
collusion between the regulators and the 
parties to be regulated. Here, once again 
the rule-based style would have an advan- 
i.ige. At any rate, relation-based styles in 
these policy aa'as wtiuld need to have 
rigorous safeguard features to bltKk such 
collusion. 

(.1) Fairness and transparency of policy 
formation and implementation: For mar¬ 
kets to tuiKlioii pmperly. it is important 
to preserve a basic faith in the non- 
arbitrarincss of the policy regime.'* 
Otherwise, there would be incentives for 
competition to spill over from the eco¬ 
nomic to the political domain. This docs 
not necessarily mean that policy should 
not di.scriniinate between market actors, 
but that there should he fairness and trans¬ 
parency. Under a rule-ba.sed government 
style, there is much le.ss opportunity lor 
l.ivouritism. Hence from this consider¬ 
ation. rule-based style is preferable to a 
ii’lation-based style. Of course, if the policy 
making body has acquired a strong repii- 
laiion for fairness based on past behaviour, 
then this can to some degree counter the 
I car generated by low transparency in the 
minds of market actors. 

(6) Ability to adhere to hard budget 
1 onstramt: When the need arises lor 
enforcing a hard budget constraint, .say in 
meeting fiscal deficit targets or bolstering 
similar niacnvfundamcntals, it is generally 
argued that a relation-based governance 
style would run into difficulty. This style 
would be more vulnerable to political 
pressures and threats. It would be difficult 
tor example to cut funding which might 
threaten employment. Hence, a rule-based 
style would be more amenable to impos¬ 
ing fcscal discipline, as it would be rela¬ 
tively ’insulated’ from political pressure. 

The above as.sessiiient of alternative 
government .styles illustrates their relative 
strengths and wcaknes.ses in their pure 
lorm In reality, however, we sec a co¬ 
existence ol the two styles in most soci¬ 
eties. For societies undergoing market- 
oriented reforms, and in which the state 
has long played a dominant role in the 
economy, this coexistence is all the more 
likely. Even in the advanced capitali.st 
countries, such as the US. we see the 
simultaneous presence of the rule-based 
style embodied in the independent func¬ 
tioning of the Federal Reserve Board, with 
the visible lobby-sensitive policy-making 


in the area of foreign trade. In most cotui' 
tries, the two styles are in constant tension 
and form the core of policy debates.^The 
in.stitutional agenda of reform for a coun¬ 
try like India should, therefore, be to find 
the optimum blend between the two styles 
- a mix that is optimum in relation to its 
level of economic development, political 
structures and national objectives. More¬ 
over. each of the dimensions on which the 
policy capacity of alternative styles has 
been evaluated above - (flexibility, moni¬ 
toring ability, creation of stable incentive 
environment, avoidance of regulatory 
’capture’, fairness and transparency, and 
macro-discipline), is important. Rather 
than sacrificing any one dimension, on the 
basis of some ideological pre-disposition 
in favour of a particular style, it is belter 
to seek an institutional mechanism that 
allows the policy maker to combine the 
positive features of b<ith styles.^' 

The reform agendaof the Nara.simha Rao 
government included a significant effort 
to establish a rule-based government 
style, particularly in the micro-economic 
governance of industry. To understand 
this line of argument, and to appreciate 
its rule-based underpinning.s. it is nece.s- 
sary to recapitulate - albeit in a brief and 
stylised fonn, the basic logic of the eco¬ 
nomic reform initiated in l‘)91. The Rao- 
Manmohan .Singh economic reform had 
two basic components: macro-economic 
stabilisation, and micro-economic reforms. 
It is the latter which embodied the rule- 
ha.sed transition agenda. 

The basic objective of macro-economic 
policy reform was to .stabili.se the external 
balance of payments and reduce inflation, 
and thereby enhance the confidence of 
foreign investors. This was expected to 
le:id to a higher flow of foreign invest¬ 
ment. augment domestic .savings, and lead 
eventually to higher growth of GDP. 
Higher growth wou Id al.so case the burden 
of bringing the fiscal deficit under control, 
and equally important, it would facilitate 
the adju.stincnts required by the micro- 
economic reform. 

Micro-economic policy changes were 
targeted at altering in a fundamental way 
the working of the economic system. By 
deregulating the economy, market forces 
were given a far greater role, and through 
the mechanism ol competition, its aim was 
to raise efficiency in the economy. A 
number of favourable conditions for the 
private sector were created by these re¬ 
forms. These included enhanced freedom 
of operation, greater avenues of invest¬ 
ment opened up by the de-reserving of 
industries from public sector monopoly, 
and greater opportunities for accessing 
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fiiDds both through dotnestic^nd external 
financial markets. While the transition to 
the new rule.s of the game may require 
some time for adjustment, eventually these 
micro-reforms would lay the ground¬ 
work for high growth. This high growth 
would in turn, would facilitate (he macro- 
economic adjustment. Thus, the reformers 
had hoped for and expected a synergy bet¬ 
ween macro and micro reforms. The key 
link between the two was the growth rate 
during the tran.sition proce.ss. A prolonged 
slump had the potential for undoing both 
the macro as well a.s the micro rcform.s. 

The micro-economic reforms were fairly 
pervasive and covered a large number of 
areas.In this paper, we shall focus 
specifically on those relating to the indus¬ 
trial and external sectors. The rule-based 
character of these reforms can be seen 
from the following key features. 

Indi'.sirial Policy Rei-orm 

- Abolition of industrial licensing was a 
major aspect ol rule-based reform - a 
transition fn)m discretion to nilcs. The 
government’s Industrial Policy Statement 
ot July IWl explained the logic ol dc- 
liccnsing in terms ot letting “the cntrcpre- 
nciirs make investment decisions on the 
basis ol their own commercial judgment”. 
From exercising control through ex-ante 
mechanisms of granting pennission, the 
government’s role would now shift to one 
of providing support by ‘’essential priK’c- 
durcs tully transparent and eliminating 
delays In other words, replacing the 
rather extreme lorm ot relation-based 
control system, would be a system that 
fixed and upheld the rules of the game tor 
market competition. 

- On foreign investment, the shift towards 
a rule-based system was apparent, though 
the policy change was far more gradualist 
and cautious. The aim of reform was to 
reduce the 'selective’ approach of earlier 
policy, and permit a much wider domain 
ot operation tor foreign direct i n vestment. ’’ 
The reform permitted foreign direct in¬ 
vestment up to SI per cent in a defined 
list ot .J4 industries, and al.so eliminated 
various restrictions on firms with foreign 
holdings.’"* For tho.se who wished to in¬ 
vest beyond the SI per cent limit in the 
listed industries, and also for investments 
in industries other than those in the speci¬ 
fied list, the relation-based or discretion¬ 
ary mode continued. However, the ap¬ 
proving authority was now to be very 
high-powered bodies - the Foreign In¬ 
vestment Promotion Board, together with 
a cabinet level committee on foreign 
investments. The rule-based agenda in¬ 
cluded ‘leveling the playing field' for 


competition between domestic and for¬ 
eign capital in industry. 'The industrial 
policy statement declared that “there shall 
be no bottlenecks of any kind in this 
process.... This change will go along way 
in making Indian policy on foreign invest¬ 
ment traasparent.” 

In brief, therefore, we can see clearly 
tlie mam direction of the reform policy with 
respect to industry: m remove or to reduce 
discretionary control mechanisms relat¬ 
ing to entry, expansion, and location de¬ 
cisions, and \ointroduce transparent rules. 

Trade and Exciianoe RArr. 

Policy Remirm 

A similar pattern can be found in the 
external sector policies as well. The 
earlier framework had relied heavily on 
discretionary instruments - a managed 
(overvalued) exchange rate, quantitative 
restrictions on imports, high import 
larills. and complex export subsidies. 

- The new policy regime drastically re¬ 
duced quantitative controls (except for 
tinal consumer goods). Tariff levels were 
reduced sub.stantially. Subsidies on ex¬ 
ports were removed. 

The exchange rate was devalued and 
put on a market-determined trajectory. 

In both dimensions, the approach was 
gradualist, but (he government clearly 
signalled (he direction of change, which 
was further liberalised. Through these 
changes, once again, the government 
sought to pul in place a greater degree of 
market competition, allow freer access to 
imported inputs, without the dysfunctional 
control mcchani.sms. However, there were 
economic losers and gainers in the pro¬ 
ce.ss. F'or this reason, there remained areas 
where liberalisation was going tobe.slower, 
renecting the political difficulty of switch¬ 
ing from controls to a rulc-ba.scd system. 
Consumer goods imports, and imports of 
certain intermediate products, and capital 
account convertibility are examples of 
'slow track’ areas of liberalisation. 

To sum up, it IS clear from the above 
that (he essential content ot the design ol 
the micro-.systemic reform initiated in 1991 
was to move to a rule-ba.sed system of 
economic governance. It was, however, 
partial in scope, and gradualist in the speed 
('f implementation. 

Ill 

Why Did Indian Reform Transition 

to a Rule-Based Style Falter? 

The interesting question from a policy 
and strategy perspective is the following: 
Why did the rule-based reform agenda 
(initiated by prime mini.ster Narasimha 


Rao and Manmohan Singh) falter? We 
shall argue that this happened mainly due 
to institutional lacunae in the reform pro¬ 
cess. In our view, this aspect received 
inadequate emphasis in the reform design, 
and consequently state capacity to imple¬ 
ment the reform remained undeveloped.^'* 
Our emphasis on the need for developing 
state-capacity even in the context of rule- 
ba.sed reforms may strike some readers as 
odd. This is understandable, since a com¬ 
mon perception has been that market 
reforms simply means downsizing the state, 
and preventing it from interfering with 
markets. But both economic theory and 
(he evidence of the la.st two decades with 
market reforms now clearly support the 
view that such 'market fundamentalism’ 
IS overly simplistic. We would argue that 
the requirements for state capacity have 
been often underestimated in reform 
design, intimately, this lacuna in the Indian 
ca.se led to the political unraveling of the 
transition to a rule-based system. This 
institutional weakness proved more deci¬ 
sive than any intnnsic Haw in economic 
logic that might have characlensed the 
reform. 

Why did (his reform agenda fail to keep 
its momentum? Why do wc now find that 
(he ruic-ba.sed transition is under serious 
challenge from (he relation-ba.sed .style 
introduced in Budget 1998?’*’ These 
questions can be examined from two per¬ 
spectives. The first is the static perspective 
of what factors cun sustain a rule-based 
system that has already been established. 
’I’he second perspective is dynamic, viz, 
what factors sustain a transition from a 
controlled economy to a nile-ba.scd eco¬ 
nomic system. These considerations al¬ 
low us to judge the implementability of 
the relorm agenda. 

Recent analytical work on the political 
and institutional dimensions of policy 
making can help in understanding the 
Indian reform experience. It is a trui.sm 
that any economic system re.sts on an 
institutional and political foundation. In 
order to succeed within a democratic 
political milieu, a rule-based policy frame¬ 
work would require certain enabling pre¬ 
conditions. The most basic requirement is 
that rules be obeyed. Consensus on some 
basic ground rules can play a crucial 
positive role. For example, in the arena 
ol market competition, the market partici¬ 
pants must accept the legitimacy of com¬ 
petition, and the rewards and punishment 
that the competitive process generates. 
Both succe.ss and failure mu.st be socially 
acceptable. If this is not the cu.se. (here will 
be a strong tendency for participants to try 
to change the rules of the game through 
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a variety of nun-market mechanisms. These 
can range from political lobbying tochange 
the rules of the game ex-post, to cheating 
and corruption. All these activities are not 
merely a nuisance to the reform proce.ss, 
but actually have the more dangerous 
potential to undermine the system it.sell. 
A chain reaction charactcri.scd by myopic 
pursuit of immediate self-interest can .set 
in, which can lead to the eventual break¬ 
down of the norms and laws of the stKial 
infrastructure of competition.^' A rule- 
based system cannot function effectively 
without stability of rules, and will nut 
thnve it the dominant tendency is tochange 
rules all the time 

.Adherence to the rules of the game, on 
the other hand, siniMithcs the competitive 
proce.ss and lowers the cost ol governance 
within a rule-ha.sed system. It accomplishes 
this by reducing Irictions in market con¬ 
tracts, ensuring belter enforcement of 
agreements, and enabling market contes¬ 
tants to locus the competitive cl fort on 
economic (rather than political) dimen¬ 
sions. Why would market participants 
voluntarily agree to play by the rulcs?This 
is a key is.sue for the sustainability ol a 
non-dictalorial rule-based system. A lun- 
damenlal consideration is the fairness or 
impartiality ol rules. The belief, that under 
a fair rule-ba.scd system, the individual’s 
economic well being is protected over the 
long run. allows them to transcend the 
myopic temptations of rale breaking.’’* 
This in turn gives the rule-based system 
its .stability But when do participants 
believe that the rules are fair? As Dixii 
notes, this depends on the poKcss through 
which rules are made - in p.inicular on 
whether or not the rales are made “under 
a veil ol ignorance”. In other words, 
whether there is insulation between the 
rule-making process and vested interests. 
The neo-liberalconception allowslor .some 
discretionary policy actions, but there is 
a very sharp distinction between policy 
acts, which are transient, and policy rales, 
which are stable In reality, however, this 
neat division beiween stable policy rules 
and transient events or policy acts docs 
not hold, for at least three reasons. First, 
rules simply cannot cover all possible 
contingencies, nor can they be always 
enforced due to problems of information 
asymmetiy. and must remain .sutricicntly 
general. Tins vagueness allows nx>m for 
manipulation by interested participants, 
and has the potential to gradually lead to 
he breakdown of rales. Second, quite 
iften the rule making process is not in¬ 
flated from interests, and is embedded 
n the “politics of the time”. Thus, they 
:ontain biases that reflect the short-term 


interests of those who have the opportu¬ 
nity of making rulc.s. Third, .social norms 
have an inertia, which prevents the new 
rules from making a complete break with 
the pa.st.’’ 

11 wc examine through this lens, the 
Indian attempt to establi.sh a rule-based 
policy framework for indu.stry and trade, 
we can sec that each of the above caveats 
hold true, f lencc, its vulnerability becomes 
immediately apparent. Of particular inter¬ 
est is whether or not the rule making dur¬ 
ing the refonn priKCSs has been insulated 
loim intcre.sts. Though the evidence avail¬ 
able to us is anecdotal and sketchy, it docs 
point to the conclusion that this has not 
been the case. 

( 1 ) Rhi A ri( )NAi. Ohs r aci i s ro 
Impakiiai, Ri'u -Makino 

Consider first the issue of whether the 
rale-making process under the reforms 
was actually insulated from pressures ol 
mtere.st group.s. The plain fact is that this 
was not the case, and is well recognised. 

The conditions under which the earls 
lelorms were carried out can be gauged 
horn the observations rccordcti by one of 
ihc key participants in the process.’** 
According to I^csai. the government at the 
time was besieged by prcssuie groups 
seeking to influence policy. The pressures 
emanating from parliament were “only the 
tip of the iceberg". There was in addition, 
“a .seething mass of communication aimed 
at the government” Irani the press, parties, 
lobbies, industry organisations, trade 
unions, public interest groups and “other 
busy bodies”. 

It IS very interesting to note, in this 
context, the enhanced prominence and 
glamour ol the apex industry associations 
after IWI. At the very time in which the 
reforms, under finance minister Manmohan 
.Singh's stewardship, were seeking to 
change the industrial policy regime, the 
C'll and FICCI in particular as well as 
A.SSOCHAM began to play a more pro¬ 
active role in policy making." Realising 
that the new economic policies were 
dra.stically changing the competitive en¬ 
vironment, these as.sociations strove to 
have a say in the shaping of the emerging 
business environment. Leading industri¬ 
alists began devoting much time and effort 
to work with their industry as.siK'iations. 
The prevailing conditions at the time may 
be gauged from the role and style adopted 
by the Confederation of Indian Industry. 
'I'he CEO of an important company in his 
capacity as the president of CII would 
“criss-cross the country, attending impor¬ 
tant .seminars and workshops, finalising 
details of the engineering trade fair.. 


meeting senior delegates from itoema- 
tional agencies, hobnobbing with politi¬ 
cians and bureaucrats in Delhi..."^^ The 
CII has followed a new .strategy in keeping 
with the reforms scenario. It has concen¬ 
trated on providing braad-hased policy 
suggestions, rather than lobbying for 
industrial licences, import controls and 
higher tariffs, as they might have done in 
the pre-reforms era. Instead, by openly 
supporting the reforms, it has sought to 
enter more directly the policy-making 
process, and working "in various ways in 
getting closer to the powers that be".” It 
has projected itself as a provider of in¬ 
formation and advisory servicess not only 
to industry, but also to government. Tlie CII 
has worked on tux and tunff problems, 
and on recommending to the government 
various policy and administrative changes. 
It has built up a giKid track record of 
getting its recommendations accepted. 

What seems striking about the CII’s 
new strategy, however, and perhaps a key 
source of its success, is the forging and 
strengthening of links with top politicians 
and bureaucrats. This has permitted it to 
function as a co-ordinating group for 
bringing together in .seminars and work¬ 
shops on policy questions ministers from 
state and central governments, political 
parties and the prc.ss. For this, finance 
minister Manmohan .Singh, as well as his 
chief consultant Desai publicly compli¬ 
mented it. *■* There is no question that 
the top office bearers of the CII had 
attained direct access to the designers 
ol the economic reform at the highest 
level. 

When pushing for specific policy 
changes, the CII adopted a strategy of 
lorming informal coalitions with politi¬ 
cians. bureaucrats, individual experts and 
even particu lar government agencies. The 
process began as early as the mid-19K().s, 
and a sophisticated methodology for policy 
inlluciicc was evolved. This consisted of 
collating information, preparation of work 
plan detailing demands lor policy change, 
circulating a policy paper within the 
relevant ministry, and meeting on a one- 
to-one basis with key bureaucrats. ’' The.se 
institutional networking skil is. were gradu¬ 
ally perfected with time, and .served the 
CII well in the refonns era. Apparently, 
“its finest hour was when it presented a 
widely reported agenda lor economic 
reform in April 1991 which anticipated 
some of what was to come later in July 
1991."’* 

Though the CII took the lead in forging 
government-business links in the early 
reform years, FICCI as well as others soon 
practi.scd this type of lobbying. But this 
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should not obscure the facithat there were 
a number of influential groups in the private 
sector, mu to mention those within the 
public sector who remained opposed to 
liberalisation, or were not happy at the 
.speed with which it was implemented. 'I1ic 
most prominent ofthe.se was the ‘Bombay 
(!lub’ of industriali.sts. They were unable 
to mount a significant blocking action ax 
long ns the reforms maintained their 
‘momentum This was. as Bhagwati and 
.Srinivasan (up cit) noted, the political 
management strategy of the reform - the 
.so-called ‘bicycle theory', i c. you stay in 
balance and on track by moving ahead 
continuously, scattering the oppo.sition. 
This was obviously a substitute for the 
alternative stiategy of achieving a stable 
majority support, it nut consensus, not 
necessarily with the voters, but with pri¬ 
vate industry whose economic perfor¬ 
mance wits crucial. This was a risky strat¬ 
egy. Clearly, the alternative was deemed 
to bi' unattainable in the prevailing politi¬ 
cal configuration of the time. I'he rclomi 
could be launched becau.se the severity of 
the economic crisis of created a 

political space - a pseudo-consensus. 

Thus, we may sum up the socio-political 
context as Inllows: 

Some groups withm industry seized the 
oppoitunity to lorm closer policy making 
linkages the goveniment reformers. 

- There was latent ojiposition from among 
private industry to the liberalisation 
agenda, who remained temporarily sub¬ 
dued. 

- Knowledge of this opposition and the 
bicycle strategy’ adopted by the retorm- 

ers. created a strong incentive for reform 
managers within government to lorm 
informal ‘policy coalitions’ with .segments 
of piivate industry. 

- "rhe economic crisis provided a win¬ 
dow of political opportunity for launching 
the refonii. but it was based only a pseudo- 
consensus and un.stablc. The continuation 
of the con.sensus thus depended closely on 
the economic payoff from the reform m 
termsol high growth and macro-economic 
stability. 

To conclude this section, the inertia of 
exi.sling institutional relationships gave 
iJie reforms process a distinct relation- 
based character atui reputation from the 
verv start. The lack of insulation needed 
to pniject an image ot unbiased rule mak¬ 
ing was never present in the Indian reform 
pixKess. An inherent inconsistency devel¬ 
oped between the ideological appeal to 
rule-based rationality, and the ground 
reality of relational coalitions. Thus the 
process remained extremely vulnerable 
to lobbying pres.sures to change the rules 


of the game. When the stakes became 
high, this institutional loophole would 
justify the undermining of the rule-based 
ideology of reforms. When this evidence 
is examined, it is not difUcult to under¬ 
stand why, with Yashwant Sinha and 
Budget 1998, these in.stitutional tenden¬ 
cies have come to the fore. 

(ii) Constraints ON 
iNsinoTioNAi. Capacity 

Meanwhile, the government's ability to 
resist such pressures or to impo.se some 
lorm of collective rationality was not 
strong. It had become “a racketeering 
government”, through which *‘a large 
share of national rc.sources were com¬ 
mandeered for granting special favours”, 
and ‘‘everything from Jobs in international 
organisations to bank loans was subject 
to largesse”.’’ The atmosphere within 
which the bureaucracy functioned was 
one ol tensions and dysfunctional com¬ 
petition - "a fierce game of snakes and 
laddeis”. The institutional configuration, 
which charactcri.sed the state, in short, was 
clearly not propitious for impartial rule 
making.”* 

The growth of corruption in India has 
become so rampant, that it .veins alnio.sl 
old lashioncd to mention it. But it can 
hardly be avoided in a di.scussion of state 
capacity. While for a long time, corruption 
was the whip with which neo-liberals 
would beat opponents of liberalisation, 
now It is becoming increasingly obvious 
that there is a close correspondence be¬ 
tween liberalisation and the .scale of 
coi I upi ion. This indeed is now rccogni.sed 
as aglobal problem.’’* Whatever may have 
been the scale and incidence of corruption 
m the pre-relorm era. most indications arc 
that it has increased sub.sequently. The 
‘corruption perception index’ prepared 
by Transparency International and 
(iollingcn University on the basis ot 
surveys of pensons working in multina¬ 
tional firms and in.stitutions gives us a 
picture of how India is perceived. First, 
India is m the top 10 of the mo.st corrupt 
of the countries surveyed. In 1996. it had 
a score of 2.6.1 (out of 10) m the ‘integrity’ 
score, where 10 repre.sents an ‘entirely 
clean’ country. .Second, and mure striking 
is the (rend over time in the index, which 
supports the idea that perceived integrity 
in India has been falling in the liberali- 
•sation period. The scores, with the rel¬ 
evant survey dates in parentheses, are 
3.67 (1980-85), 2.89 (1988-92) and 2.63 
(1996).** Thus. India’s corruption level, 
as perceived by foreigners has been in¬ 
creasing rapidly, and is significantly 
higher today than it was in the pre-reform 


era. We can draw the conclusion that the 
notion that de-control removes corrup¬ 
tion is a costly myth. The rca.sun for this 
is not hard to find, for (he configuration 
is highly conducive to rent generation: 

- Libcrali.sation increa.se.s the quantum of 
external investment flows into the coun¬ 
try. thus creating greater opportunities for 
corruption. 

- Weak market discipline and lack of 
independent oversight mechanisms 
characterise the tran.sition phase. In .such 
circumstances, the reduction of bureau¬ 
cratic discretion with decontrol, may be 
accompanied by an increase of political 
di.scretioii in economic decisions. 'This may 
simply shift the locus of corruption. 

The propensity for corruption has a 
number ol detrimental effects on the re¬ 
form during the transition to a rule-based 
system. The legitimacy of the entire pro¬ 
cess is undermined. It slows down dras¬ 
tically the reform ol sy.stcms and institu¬ 
tions of law. taxation and democratic 
elections, which arc necessary lor the long 
viability of (he neo-liberal economic sys¬ 
tem. Corruption adds to (he myopia of 
private investment decisions, since the 
commitments and contracts won through 
corruption are even more vulnerable to 
political instability. Kisnotsuiprisingthat 
high growth and corruption have managed 
to co-exist mainly in stable authoritarian 
regimes as in east and .south-east Asia. 
This was due in large part to the fact that 
that these regimes bavd their legitimacy 
on economic pcrlormance. However, the 
growth rate has plummeted in these coun¬ 
tries. almost as .soon as they have been 
politically destabilised. In democratic 
systems with a more diftused distribution 
of political power, such as that in India, 
this factor would add a higher degree of 
uncertainty to the investment climate as 
a function of political stability. This would 
tend to lead to lower investment flows in 
general, with attendant volatility. Thus, 
political and policy uncertainty in the 
context ot such institutional weakness 
w'ould impact negatively on growth - 
threatening this key strategic variable for 
reform sustainability. 

An additional factor that weakened the 
implementation ot the reform agenda was 
(he inadequate level ot co-ordination be¬ 
tween the different branches of govern¬ 
ment. This has been an old feature of 
Indian government, but its persistence ' 
proved an obstacle for the implementation ' 
of reforms where inicr-ministcrial co- ^ 
ordination was crucial. In (he pre-reform 
period, the poor ability to co-ordinate 
economic policy within diflerent branches ' 
of government and ministries were fre- 
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qucntly blamoil lor the slowdown of ilu' 
decision nuikin>.'process Bui idler l‘>‘)l. 
this flaw has had more dchditatiniz con¬ 
sequences A V Desai, in his book already 
cited, noied the dill lenities ot co-ordinati nj: 
decisions even across the economic 
ministries - commerce, industry and 
tinance at the political level, given the 
subslanlial .uitonomy ol cabinet minis¬ 
ters To this must be added the problems 
ot co-ordinating across the bureaucracy, 
hoih hori/onlallv and vertically. I'liilure 
in co-ordinaiion resulted in .serious distor¬ 
tion of policy. Desai cites as an example 
the capital goods indiisliy, where there 
was a serious dc\ laiion between the policy 
intended .ind that whic h actual ly was i mp le 
mented. This lesiilted in causing unin¬ 
tended damage to the capital goods indus¬ 
try. which lound that while it.selt lacing 
competition liom imports, while its inputs 
received protection through ‘low-lexel 
notifications" The iivstitutional weakness 
can be traced to the absence ol an over 
arching policy co-ordination .structure that 
was obviously necessary in this pha.se. 

From our loregoing discussion, it is 
clear that the relorm to establish a mle- 
basedgovernance system tor industiy and 
trade was .ittempted under highly adseise 
institutional conditions. Whether or not 
the attempt could succeed depended a 
great deal on whether it could generate 
"adequate" positive lesults. In the next 
section, we cxploie the issue of susiain- 
ahility of policy relorm in a simple sche¬ 
matic framework. This would help us in 
highlighting the interaction between insti¬ 
tutional and economic factors in the de- 
tennination ol sustainability. 


IV 

Sustainability of Rule-Based 
Transition: A .Schematic Model 

We shall analy.sc the sustainability ol 
die rule-based reform prixiess by exam¬ 
ining (wo relationships in a diagrammatic 
model."*' We shall locus on two key 
variables - the growth rate of GDP (g), 
and the ‘degree of liberali.sation' (Ll.Hcre 
I aders specilieally to the micro-level 
liberalisation, i c, those aspects of reform 
that deaf spcciflcully with decontrol, and 
lenioval ol other discretionary intcr- 
seniions in markets. These precisely arc 
die main elements of nco-libcral nile- 
setiing relorm. We shall as.sunie that L 
can be measured on a continuous scale of 
() to I, where O rclers to the pre-reform 
control icgime. and I corresponds to the 
neo liberal ideal. .Sustainability of the rule- 
hused transition is defined as the ability 
to raise the value of L and g, and to 
maintain them at a higher level. The 
objective of the reform is to move the 
economy to a higher configuration of 1, 
and g. The CiDP growth rate and L, in this 
motlel. arc bound together by two .separate 
relationships -one ot which is determined 
by political lactors. and the other by 
economic lactors. These arc shown in the 
I igiirc 

I A) Poi.mcAt. PossiBii.irY Ci Rvr 

The first relationship we shall call the 
"political possibility curve", and this .shows 
the maximum level of L that is politically 
Icasibic at each growth rate. Ilie undcr- 
Ivmg logic IS as follows. Political opinion 
on the degree of liberalisation ranges from 


tho.se who are strongly o^msed to those 
who favour a very degree of liberali¬ 
sation. These are ideological positions. 
We may assume that opinion is clustered 
around three values of L. These values 
are (La =0) for opponents of reform, those 
with a moderate position (Lp), and those, 
say. the foreign investor community, who 
prefer a very value Ly (clo.se to I). Thus, 
0= La< Lp < I-Y <1 The policy makers 
are aware of these preci.se ideological 
positions, and choose the level of L, as 
a weighted average of La. Lp and Ly. 
Thus, the actual level of liberalisation 1. 
is derived from the underlying ideological 
positions of important groups based on the 
jiidgcincni of the policy makers. These 
implicit weights relicct. at any time, the 
policy makers" assessments of political 
feasibility."*^ 

Tlie.se weights are not invariant, with 
respect to the state of the economy. It 
seems reasonable to suppose that these 
weights will depend on the rate of GDP 
giowth, which IS a summary indicator ol 
economic peiformancc. We a.ssume that 
the weights a.s,signcd will vary with the 
growth rate, according to a specific pat¬ 
tern. Wc shall focus directly here on the 
relationship between L and g. without 
explicitly deriving in from the weights 
mentioned above. We shall assume that 
there are three di.stinet phases in the pattern, 
reflecting qualitatively different states ol 
the economy. The relationship between L 
and g is diflerenl in each ol the pha.ses. 
As explained below, phase I is the range 
of crisis, phase 2 is the range of resistanec, 
and pha.se 3 is the range ol sustamahle 
relorm. Thus. 

L=l,(g). for g in phase 1 

L=f,(g), lor g in phase 2 (Rl) 

L=f,(g). lor g in phase ^ 

Phase/: Range of Crisis 

When the growth rate is very low, and 
falls below the average pre-reform growth 
rales, say the so-called ‘Hindu rale of 
growth’, the economy may be said to be 
in crisis. In .such a situation, reformist 
policy makers will lend to attach a low 
weight to Lm. and Lp sensing that the 
opinion of opponenl.s and moderates will 
not be voiced .strongly in .such a situation. 
At the same lime, (he weight attached to 
Ly. the opinions of the international in¬ 
vestor community and the IMF will be 
high. Thus, there will be a range of low 
growth rates at which the ^asible degree 
of liberali.sation will be mgh. Wc may 
po.stulalc akso that the deeper the cri.sis, 
the lower the weight attached to reform 
opponents" opinion, and the higher the 
weight of the foreign investor community. 
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Hence. In this ‘crisis range* there is an 
inverse relationship between L and g. It 
should be noted tint the values of L and 
g in this range represent only temporarily 
feasible configurations. By definition, a 
crisis is viewed by al I as an unusual adverse 
situation, which allows a brief window of 
political opportunity for reform to he 
initialed. These are not sustainable policy 
configurations. 

Phase 2: Range of Resistance 

When the growth rate is higher and the 
economy is no longer viewed as being in 
‘crisis', we have a second pha.se of the 
political possibility curve. In this pha.se. 
the policy makers will feel compelled to 
attach a very high weight to La. and 
corresponding low weight to Lp and l.y 
In Phase 2. the economy is performing in 
a pre-reform average growth range. There 
is therefore policy inertia, which reflects 
the pie-reforin political equilibrium. Those 
who tear that they might be hurt by the 
reforms voice their opposition strongly, 
and poleniial gainers are uncertain of the 
benetits of the rule-ha.scd regime. Hence, 
there is a range of growth rates in which 
the politically fea.siblc degree of liberali¬ 
sation will be close to La. 

As we shall .see presently, the si/c of 
this ‘range ol resistance' makes a dilfer- 
ence to the conclusions we can draw from 
the model regarding the sustainability of 
relorm. Wh.it determines the si/e ot this 
range? Clearly, institutional factors play 
a crucial role here. Whether or not the 
policy makers arc able to build political 
acceptance of the rule-based reform will 
be imporiant. With a higher consensus, it 
will be po.ssihle to put in place a higher 
level of L. lor the same or lower value of 
g than otherwise. Higher acceptability 
comes also from the factors mentioned 
earlier - greater faith in the ability of the 
government to be fair, impartial and trans¬ 
parent, rather than being .seen as being de 
facto relation-ba.sed. f!onverscly. the 
perception ol the government as being 
corrupt would also damage the credibility 
of the reform, and lengthen the range of 
resistance. 

Phase .i: Range of Sustainable Reform 

Once the gniwth rale is sufficiently high, 
the economy moves out of the range of 
resistance. Higher material prosperity 
weakens political opposition, becau.se the 
economic insecurity is reduced. Reformist 
policy makers now feel encouraged to 
increa.se L. They therefore attach higher 
weights to Lp and Ly in their policy 
calculations. As the growth rate increases, 
they feel increasingly able to rai.se L. In 


t^r words, in this (diase, there is a positi ve 
relationship between L and g. In contrast 
to Phase I, here the liberalisation levels, 
at each level of g, are politically sustain¬ 
able in the long run. 'This stretch of the 
political possibility curve can, however, 
be shifted. These shifts are due to changes 
m the overall degree of consensus attained 
and the legitimacy that the reform enjoys 
with the polity. An incrca.se in consensus 
will rc.suit in an upward movement of the 
political possibility curve, i e. a higher 
degree of liberalisation will be politically 
feasible al each growth rate. The.se shifts 
are the result of institutional capacity of 
the state. They reflect the capabilities of 
reform strategists at both the political and 
bureaucratic levels, and also the strength 
ot con.scnsus-huilding policy networks, 
traditions and practices in the society. The 
latter is part of what Putnam and others 
call ‘social capitar.**' Social capital must 
he accumulated overtime thmugh demo¬ 
cratic processes of civil siKiety. I lowever, 
il can be frittered away relatively quickly. 
Policy strategies such as the ‘bicycle strat¬ 
egy' alluded to earlier (which arc ways of 
trying to bypa.ss con.sen.sus) are actually 
likely to depreciate social capital, if the 
reform gamble fails to meet public expec¬ 
tations. 

In the Figure, ABCD is the political 
possibility curve with ail three phases. 
Ilere AB is the range of crisis, BC is the 
range ol resistance, and CD is the range 
of su.stainablc reform. Fixsimplicity, these 
phases arc rcpre.sented as linear stretches. 
As an extreme case, BC is shown as 
coinciding with the x-axis, implying zero 
reform. The curve ABC'D' represents an 
alternative political possibility curve, in 
which the institutional conditions are more 
lavourahle for reform. BC is shorter in¬ 
dicating a smaller range of resistance. 
Also. C‘D' has a higher slope compared 
to CD, implying that higher liberalisation 
is now feasible for any growth rate. 

(B) Till- Growth Imhao Ci'rvi-, 

We shall now present the second rela¬ 
tionship binding L and g. Let us call this 
the ‘growth impact curve’. This is the 
economic relationship, which shows 'he 
effect that liberalisation has on growth. 
Here L is the independent variable, and 
g the dependent variable. Now, liberali¬ 
sation is undertaken with the objective of 
boosting the growth rate. It will be useful 
to separate out two components of the 
determinants of growth. One component 
reflects the effect on the growth rate that 
is induced by L. and the other component 
consists of autonomous factors. Recall 
that L is the indicator of micro-economic 


reform the rule-based transition. Thus, 
a key effect of such reform is on systemic 
efficiency. The liberalisation level affects 
the growth rate by: 

(i) Reducing deadweight efficiency losses 
arising from dysfunctional controls and 
over-regulation. 

(ii) Inducing higher levels of private in¬ 
vestment spending, both domestic and for¬ 
eign."” 

Therefore, the growth impact curve has 
a positive slope. However, we as.sume that 
the marginal effect ol L on g would at first 
be relatively high when L is close to 0, 
when the dysfunctional effect would be 
most strongly evident. We assume that 
this impact would then asymptotically taper 
off. 

However, the location of the growth 
impact curve depends on factors other 
than L. There arc two detenninants, which 
are particularly significant in causing a 
shift in the position of the growth impact 
curve. The first is the effect of macro¬ 
economic policy on the level of public 
investment. The key con.sidcraiion under¬ 
lying the volume of public investment has 
l^en the fi.scal deficit. Macro-.stabilisalion 
ob|cctives also affect domestic private 
investment through its effect on liquidity. 
But perhaps more important is the profit 
expectations ol private foreign and do¬ 
mestic investors. Much of this is beyond 
the control of domestic policy makers, 
such as the fallout of global financial 
instability on business confidence. Politi¬ 
cal lactors also play a key role in shaping 
business confidence and thereby private 
investment spending. In a recent survey 
of Indian CHOs, half the respondents 
expre.s.sed the view that ‘political and policy 
uncertainty’ was the main rca.son for.slow¬ 
down of industrial growth. Indian private 
investment even today is linked to public 
investment, and changes in public inve.st- 
ment therefore have an additional impact 
on the total level of investment .spending 
in the economy, through its effect on private 
investment behaviour.'*' To sum up. growth 
depends on the magnitude of L - a positi ve 
asscKiation, and also on the autonomous 
determinants of investment spending, 
which cause parametric shifts in the growth 
impact curve. In other words, 

g= <t) (L; 8) (R2) 

where 8 represents the aggregate shift 
parameter reflecting business confidence 
and macro-economic conditions. 

Two growth impact curves arc shown 
in the Figure, drawn assuming different 
values of 8. These are PQ and P'Q'. Now, 
a sustainable political-economic equili¬ 
brium for the refonn process must satisfy 
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both KI and K2. and will be given by the 
intersection point of Ihe political possibil¬ 
ity curve and the growth impact curve. 

We can now use this simple model to 
analyse the factors that cause success or 
failure ol the rule-based transition. Both 
possibilities are indicated in the Figure. 
Let us lirst consider how the letorm tran¬ 
sition may tail. .Suppose that Ihe political 
possibility curve relevant to this hypo¬ 
thetical economy is ABCD, andihcgrowlh 
impact cuive is I»Q. As explained above. 
AB is the range of crisis, BC is the range 
of rcsislanee and (’I) is the laiigc ol sus¬ 
tainable lelorm 1 his eionomy is m.siitu 
tionally weak inihe.sen.scdcscrilx'd above, 
and eonsequenily BC is relatively wide 
and also ihe slo(v ol Ihe sIrcUh ri> is 
relatively llai. In the prc-reloim period, 
the economy noiiiially legisiers a rale o( 
growth in the lange BC, i e, its rale of 
growth lies belween the magnitudes OB 
and OC. and ol coiiise, L=() 

Now suppose lhai Iheie is a macro¬ 
economic crisis, and the ec onomy ’ s growth 
rate stumps Ui (>a. This creates a political 
ofx-iimg lot ilie rule-based economic le- 
lorni. ('ll veil Ihe crisis i ange AB, Ihe policy 
makeis lind that they can liberalise the 
economy lo the exieiil Ok, which is the 
highesi pcimissible. They choose L=^Ok 
They have agraclii.ilisl viewol relorm. aiwl 
are ho|K’lul that they would be able to 
move Ihe economy over lime Ihrough a 
virtuous cycle to a ‘high giowth-high 
liberalisalion i'(|iiilibiiuin'. Will this be 
possible' The l igtiie shows that this re¬ 
lorm will lu'i be suslaniable - m laci the 
economy tv ill i cv ei t lo the pre-relorin level 
ot liberalisation This will be the ca.se even 
though the libeialisation lai.sestitc growth 
rate lo km, as detci mined by Ihe growth 
impact curve PC). However. Ihe economy 
IS now 111 the range Cl) ol Ihe political 
possibtlitv cuive. which shows that ai this 
growth laie. the level Ok ol liberalisation 
will not be politically acceptable. The 
economy will then spiral downwards, as 
shown by Ihe downwaid and Ictiward 
pointing arrows emanating Irom the point 
m ill Ihe Figure The economy will even¬ 
tually stabilise al Ihe point P on the x-axis 
Thus l,=0. and the growth rale will be OP. 
veiy much within Ihe pre-reform para- 
nK*ters - back to squ.iie tme', in other woids 
How can Ihe leloini succeed? This can 
happen in one ol two ways, singly or in 
combination, r.nhei the in.siiiuiional con¬ 
ditions and political management ol con- 
scasus mast improve, or the giowth im¬ 
pact curve .should shilt iightwaid sutli 
cieiitly. The latter can hap|x*n it Ihe macro- 
economic conditions permit high public 
investment, or il lorcign direct investment 


.surge.s, or if domestic business conFidcnce 
is higher, leading to higher private domes¬ 
tic investment. 

Consider the effect of higher consensus 
on the equilibrium. Let ABC'D' represent 
Ihe new political possibility curve. Its shape 
and position rellect the efieci of enhanced 
political suppotl for relot 111 - the range of 
resistance is smaller, and the range ot 
susiamabic reform has a steeper slope. 
Now, we lind that the .same beginning 
leads to a very different conclusion. The 
intlial liberalisalion Ok now leads the 
economy towards the cquilibiium point n. 
as shown in Ihe Figure by the rightward 
and upward arrows which begin Irom m. 
Al each stage, a higher combination ol L 
and g will be possible. This clearly is the 
result that gradualist reformers would hope 
tor. but It becomes possible mils through 
\f>l\'uii’ the fmihleni of poliiieal nitiiui^c- 
iiiciii of eoiiscnsui. The model dcinon- 
sirates how vital the need to find agree¬ 
ment on the liberalisalion agenda really 
IS. Underestimating this task can overturn 
the entire reloim priKcss. 

The alleinative route to success is it the 
giowih impact cm vc shtlls tar lo the right. 
A similar logic will show that even with 
the political possibility curve at Ihe old 
position ABCD, the relorm will succeed 
il the growth impact curve is F'O' rather 
Ilian I’Q. The equilibrium point will now 
be at n'. But this means that the policy 
makers must encounter/iig/i/i ftivoiinihle 
I oiulitions 11 ith some of the autonomous 
Jetennimints of iinestment hv Jome.stic 
oiul foreiftn wvestors. The Indian expe¬ 
rience shows that overctmfidence on this 
trout IS unwarranted. 

Il IS thus extremely important lor Indian 
policy makers to understand Ihe preci.se 
ways in which policy allects private in- 
V csi ment. The I ai luic of P C'hidambaram' s 
'dieaiii budget' to lift the level of private 
invest ment significantly clearly shows that 
(Ills process is not adequately understood 
byihem. On foreigndimcl invc.siment. the 
level ol L that might actually induce a 
quantum shilt m inve.slrnent is high. This 
poses a high political risk e.spccially of the 
unceitainty surrounding FDI. Finally, the 
liscal dclicit pti.scs a limit on stepping up 
public invcslmeni. Hence, the prospect of 
this solution actually working in the In¬ 
dian situation is problematic. This is the 
basic rea.son in our view, lor why the rule- 
based transition tried in India has encoun¬ 
tered such dilficiilties, and why the rela- 
lion-ba.scd allemati ve has proved so templ¬ 
ing to the Vajpayee government. Finally, 
tioni a logical standpoint, if political 
consensus and businc.ss confidence were 
both lo improve simultaneously, the pros¬ 


pects of reform success would brighten 
considerably. The diagrammatic analysis 
could easily be extended to show that this 
would permit an even higher configura¬ 
tion compared to n and n'. 

V 

Concluding Remarks 

We summarise brielly the main themes 
and arguments developed in this paper. 

The succe.ss ol economic reforms de¬ 
pends on whether policy makers can 
overcome both political as well as eco¬ 
nomic constraints. This paper has focused 
on a relatively neglected dimension of the 
Indian economic reform process^ - the 
institutional underpinnings of state capa¬ 
city. It has argued that state capacity is 
crucial lor the sustainability ol the re- 
lorms. Paradoxically, this is true even for 
the nco-libcral type of economic reform, 
which aims at dimini.shing the role of 
govcrnmenl. To sharpen the focus of 
analysis, slate capacity is here defined as 
Ihe capability for political management ol 
Ihe relorm process within a deimKratic 
system. Il is implicitly assumed that Ihe 
slate possesses adequately .some of the 
olherdimen.sions ol policy capability, such 
as the technical capacity lor making eco¬ 
nomic decisions. 

In .Section II. the concept ol government 
style, drawing on the approach of Okuno- 
Fujiwara, ts utilised to characterise the 
inslitulional orientation of policy making. 

A key dichotomy Iwtween 'rule-based' 
anil 'lelatioii-ba.setr government styles is 
drawn lo dcscrilie diI lerenccs in the nature 
of engagement between the government 
and econoniie actors, nxuminitig Ihe 1998 
Union Budget, jibe paper argues that its 
mam significance lies in the attempted 
change in government style front rule- 
based lo relation-ba.sed. The issue in the 
relorm is not .so much 'controls versus the 
market’, as it is ‘rules versus relation- 
ba.sed system of economic governance’. 
The paperdiscus.scs how government style 
matters, by examining the relative merits 
of the two styles along six policy effec¬ 
tiveness criteria (ex-po.st llexibility, deal¬ 
ing with asymmetric information, stability 
of private sector inccntivc.s, collusion dan¬ 
gers. transparency, and adherence to hard 
budget con.strainls). Different government 
.styles do have their relative advantages. 
Ordinarily, the two styles tend to under¬ 
mine each other in the same policy arena. 
However, the challenge tif institutional 
reform is to find the most el fecii ve combi¬ 
nation of rule-based and relation-based 
.styles in the overall policy-making sy.stem. 
The paper turns next in Section Ill to 
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an examination of why the transition to 
a rule-hased system the key element of 
Ihc mitfo-economic reforms that were 
adopted m 1991 - has faltered, and made 
way lor the relation-based revisionism of 
Budget 1998 It is argued that the rule- 
based transition was sciiously damaged 
by certain institutional weaknesses Two 
of these were identified fhe first had to 
do with the way in which the new niles 
weie made, whicli suggested that the rule 
making process was not adequately insu 
lated fiom the influence of economic 
mieiesis The role of industry associations 
dunng ihe period was analysed to show 
that Ihe process was ‘embedded in the 
politics of the lime" and the government 
could not piojecl an image as having an 
impartial and arms length relationship with 
maiket aclois Ihcie emerged a conflict 
between the ideological appeal to lule 
based rationality and Ihe obvious ground 
reality ol lelationalcoalitions This com 
bincd with the bicycle stratecy’ of pohli 
cal niaiugcinent ol the reloim process 
undercut the toniiation ol bioaci based 
consensus Siisiamabilitj bec.ime highly 
dependent on the economic payoll ol the 
refoims Any shorllall m actual and ex 
peeled iciuins had a stiong negative impaci 
on political sustainability 

The second institutional weakness has 
todo with the capac it v to implement policy 
We noted the piopensitv lor coiiuplioii 
ind some evidence ol its perceived in 
creise overtime It is veiy likelv that the 
vei> pioccss ol libeialisatiun itself has 
exacerbated this weakness The inability 
to CO oidmate policy hoii/ontaily and 
veitically within the government has long 
been a problem with the Indian policy 
system This has lemained and indeed has 
distorted some ol Ihc reform policies T hesc 
have sets ed to dampen the ec ononiic pavot I 
from the reloim 

Iakenlogelhei these msiitutionalflaws 
have coniiibuted signilicantiy to tmdci 
cutting the sustainability of the Indian 
rule based liansition 

In Section IV we piesented a diagram¬ 
matic model of reloim sustainability The 
mam put pose of Ihe mcHicI is to highlight 
the dual and simultaneous dependence ol 
rcfoim sustainability on political and 
economic factors 1 he model is based on 
Ihc ‘stylised tacts' ol Ihc Indian iclorm 
experience from 1991 uptothe Yashwant 
Smha budget The moclel shows 

(1) Institutional mechanisms for consen 
sus formation in support of the market 
reform can play a very pivotal role m the 
sustainability ol reform 

(2) Shift factois, most of which arc not 
part ol the micio-economic rcfoim. arc 


important in d^ermining the level of 
economic growth Events such as the global 
business sentiment, and domestic political 
uncertainty arc examples such shift fac¬ 
tors, which may influence pnvate invest¬ 
ment behaviour It is generally known that 
III India both domestic private investment 
as well FDI and FII behavioui have been 
eriatir and generally below policy mak¬ 
ers’ expectations 

(t) hor any given level of private invest¬ 
ment, a higher degree of institutional 
capacity permits a higher sustainable 
degree of liberalisation Correspondingly, 
Ihe mcxlel shows that the greater the gap 
between expected and actual response of 
domestic and foreign pnvate investment. 
Ihe highei the lole ol institutional capacity 
III assuring reform sustainability 
The Indian rule-based reform Ihus be¬ 
came unsustainable because ol Ihe con 
(iincture ol weak institutional capacity 
and negative shift factois influencing 
pi I vale piotit expectations We would 
aigtic that a country such as India cannot 
al toi d to ncgicci the slienglhenmg of mst i 
liitional capacity, regardless of Ihe gov 
eminentstylechosen Ancvenhighci level 
ol such capability will be needed toi the 
cuiieni relalion-KasccI eftoils to succeed 

Notes 

1 Rohil S.iiar Jixiin lunc 7 

21 IWK Cocci article on Budget 98 I il us 
tor Ihc inoiiieni ignoic Ihe implied diagnosis 
of indiistiv s ailiiK'nl 

2 Sinlii li Is DMcin economic slahililv and 
control ocer inflation is one ol llie obiectives 
ol Ihe budget Obseiccrs hoccecei have 
ixpicssid a lack of conlidmcc about Ihc 
iltamahilitv ol slated liseal tai^cts M,icro 
SI ibililv Itself IS listed scecnih in a list ol nine 
ob|ccli\es Though this listing is njl 
nccissirily in order ol iinpoitancc it is 
neccrihclcss suggestive 

t IhisitleislowhilM.isahiroOkuno bupwaia 
calls govcrnincnl stvk See his trticlc 
Ciovcrnmi nl Business Kckitionship lu Japan 
AC ompansonolOovcmiiicnlStyles iiiimeo 
1991 

f Y.ishwani Smha s hiid<'el speech is littered 
w III) shUemeiits lh.il ire suggcslive ol a m.idc 
to Older style of poliev making A lew 
examples arc cited below 
(1) 1 rhe software coinpaniesj have sought 
permission lo oiler stock options schemes to 
then Indian employees linked to ADR/CiDR 
issues ahroid under which then citipfoyecs 
will be eligible lor ADR/ODK stock options 
In recognition of the the excellent work being 
done in this secfoi and its very special 
ciicumstanccs, the goveinmeni have decided 
k> roimulatc a special scheme lo allow such 
options for Ihc software sector I also have 
ome fiscal pioposals to suppoil lapid 
development of this crucial sector (para '17) 
l2) Non-Resideni Induins (NKIs) have 
expressed a sinceie desire to conirihuie 
meaningfully lo the dcvciopmeni of 
India NKIs have also conipl.iinc'd lo me Ihal 
Ihc procedures governing Iheir participilion 
in oui share markets are exireiiiely 


cuinbenoine and onerous I am havmg these 
procedures thoroughly leviewed with a view 
to modifying them to faahtjle investment by 
NRIs m our capital markets ” (para 45) 

If) ‘I also propose severat measures in 
response lo demands from business and 
industry Certain categories of business 
reorganisations are proposed lo be freed from 
any additional tax liability or loss of tax 
heneflts kc'eptng in view the necessity of such 
reorganisation consequent on economic 
liberalisation No capital gam would be 
charged and the henelit of carry forw.ird of 
losses .utd unahsorbed depreci.uion would be 
allowed (para 107) 

X F-nr example while Rahul Bajaj a leading 
spokesman of the Bombay Club was highly 
enthusiastic about the budget others such as 
Narayanamurlhv (C hO of Inlosvs a leading 
soilware company) wea* inoic cautious and 
slill uiheis such as Vijay Crtvhna (Uodrei- 
OE Appliances) liase been highly entical 
Further an impact analysis of the budget on 
24 industry categories based on CEO 
inters lews niarkcl perccplions as reflected tn 
equity values and c fleet on indirect taxes 
.inivid al Ihc following results Positive 
impacI 11 Negative iinpacl 8 Neutral 
impact 4 Nut riled I R Dubey The 
Buoineiang BiuIlcI ('urporalc India and 
Budge! 98 lluMiu w / June? 21 1998 

6 II would perhaps he more accurate to say that 
these iiiidcncics were noi altogether new 
Ihc) did exist in a duimant fonn thioughout 
Ihc W)s p.iiticularly since Ihc reform approach 
of Ihc Congress and UF-led govemmenis 
was gradualist Tliere was a past history of 
a pn. reformrelaiionshipbeiwecn gnveroincnl 
and business (characlenscd by Ashok V Dcsoi 
as a cosy stiaitiackci ’) Nevertheless this 
liient tendency has been resurrected and 
I ikes ceiilre stage in the piescni approach 
See \ V IXsai M\ 1 1 tHutmu Affaii Wiley 
Easiciii 1991 Ch 14 

7 Them is a distinclion between the ideology 
and iclual practiie The latter can deviate 
because ol puliiical pragmatism However, 
ideolofv IS a stalenK'nt about goals and is 
moie sicnilic.int tor setting future directions 
h should he also aditcd that this nco liberal 
ideology which inspired refonii stnee 1991 
did not contain any elements that could be 
cillcd original or dislinclly Indian As 
philosophy It was very much in line with the 
It nets ol ihc prev.uling rcloi in movement (hat 
oiigmated in Hiitain and ihc US and swc|X 
thiough developtd developing and 
transition.ileconomics,dike IIhashecncallcd 
the new public management revolution', 
and Its global reach has hem by the adoption 
It Its agenda bv bilnleral and miillilaleral aid 
oigans Scs* M Minoguc C Polidano and 
I) Hulme Reorganising the Slate /nvigto 
SeptcmlKr21,1997 Institute of Development 
Studies Sussex 

8 For example Buriiuw htthn is womedthol 
Smha has chosen lo a‘suin.‘ct ihe paiadlgm 
ol planning ind graft il onto a post liberati- 
s.ilinn cnsitonmcnl iBl June 7 21 p 14) 

9 Ihus the two govciument styles correspond 
to the stylised form of the neo liberal and 
the east Asian developnicnial state types 
lespcciively 

10 Even though their aiorin design bore little 
resemblance to east Asian policy and insti¬ 
tutions P V Narasimha Rao and Manmohan 
Singh made numerous l.iudatoi) references 
lo east Asian success in Ihe early I99(ls 

11 7/i« ta\i \uim Miiiiilc lumtum Gimvih 
nnd Puhiu Polu v Ovfoid Imiversity Press, 
1991 Ihis sludv not suqirisingly proved 
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controvenual both wiimn and outside the 
Bank, It represented an uneasy compromise, 
and failed to satisfy purists in either the neo- 
liberal or the "governed market" camps. A 
special symposium on this book appeared in 
World Dewlo/inifiil. 

12 The Hiixl Asian Miracle, op cit, pp S-6 

13 Ibid, p 6. 

14 The WIJR IW7 is entitled The Stale in a 
ChaiiKinK Woild A learn led by A Chhibber. 
under Ihc general direction of J .Sliglit/. 
L .Squire and M Bruno prepared the repoil 
The passage quoted is the assessment ol 
Minogue. Hohdano and Hulmc. liLtinhif 23. 
ID.S, Sussex, op cit Italics are ours. Even more 
forthright in distancing itsell from Ihc 
'Washington ('onsensus’ is Ihc view expressed 
by J .Siiglilt/. ‘More Inslniinents and Broader 
Coals Moving Toward the Post-Washinglon 
Consensus',The I'WK WIDF.R Annual lecture. 
Helsinki, iiiiinco 

15 Okuno-Fiqiwara. op cil One can understand, 
in this peispcctive. why many commeiiiaiors 
have raken a dun view of the speed with 
which Yashwanl Sinha withdrew his budget 
proposal to hike in Ihc price of urea, when 
the agricultural lobby brought political 
pressure almost immediately after the budget 
was announced Sinha also rolled back the 
'additional non-modvalable levy on imports’ 
I'nmi X per cent to 4 per cent for similar 
reasons Such volatility of policy creates an 
impression that pressure can influence policy 
outcomes, and creates an incentive for 
economic actors to do so 

16 We draw here on the analytical scheme 
developed by Okuno-Fu|iwara. up cil 
However, our iiidgement regarding the 
implications for theelTecliveness of altcnialive 
styles may dilfei m some respects IromOkuno. 

17 It may be useful to recall that Ihc much- 
heralded Long Term Fiscal Policy announced 
by the government ot India m I9XS had this 
as one of its oh|eclives. Among the themes 
of the 'new' fiscal policy' of the Kapv Gandhi 
gavernmenl was “the fostenng of a stable and 
predictable tax policy environment’’. See 
Shankar Acharya. 'India's Fi.scal Policy’ in 
The Indian Hconomy Recent llcvriopmeni 
and Tuitiie Piospeils. RHB Lucas and Ci F 
Papanek (edsi OIIP, I<#X8. 

18 Institutional wcaknes.ses that pcrmilled the 
Asian currency and financial crises to occur 
are at the heart of current reas.sessincnls of 
thcregton’s. and indeed the world's, regulatory 
systems 

19 This view ol rule-based government style, 
linked to a notion of luslice and tairncss of 
the rules of ihc gaitK*. voluntarily adhered to 
by individu.d .rclors. forms the basis of the 
'contractnirian approach to policy analysis. 
Rational |x.-ople are a.ssumed to choose a fair 
system on the ground that over the long haul, 
this would best sers'e the individual's interest 
in an envimnment in which the individuars 
gams or losses in the shoit run are uncertain 
For an exposition, .sec Avinash K Dixit. The 
Miikinxol h ononin Po/(’t v. MIT Press, 1996. 
Ch I 

20 A good example is the continuing debate over 
US trade between iIk* proponents of liberal 
multilateralism and supporters of .strategic 
trade policy 

21 For example, the Japanese industrial policy 
framework for many years successfully 
blended relatinn-ba.sed subsidy lor particular 
industry .sectors, with fiscal discipline tliiougli 
an institutional mechanism in w liich the total 
subsidy amount would be agreed in advance 
between the MITt and Ministry of Japiui/ 
Bonk of Japan MITI allocated the sub.sidie.s 
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on leMioH-hnsed prindplea, while the mam- 
economic authorities remained rule-based. 
Political Scientists have used the term 
“embedded autonomy” to characterise the 
altribute.s of an effective state, which is based 
on a similar notion of balance. The term seeks 
to capture the tension between the dualities 
of embeddedness ~ implying a hands-on, i 
e, relation-based style, with autonomy from 
political pressures. See P Evans, 'The State 
a.s Problem and Solution: Predation. 
Embedded Autonomy, and Structural Change' 
in The Politic.t of Economic Adjustment, 
S Haggard and R Kaufman (eds). Princeton 
University Press, 1992. 

22 These included polictes relating to industry, 
trade and exchange rates, taxation, public 
.sector and the financial sector. 

23 Fur a compact statement of the early reform 
agenda, .see Montek S Ahluwalia, 'India’s 
Quiet Economic Revolution', Columbia 
Journal of World Business, March 22, 1994 

24 The earlier limit wa.s 40 per cent, with higher 
limits allowed in exceptional circumstances 
Firms that had liad foreign holdings in excess 
of 40 per cent were subject to additional 
restrictions 

21 This was due, in pail perhaps, to the inherent 
IHilitical difficulties of the task. But we could 
argue that the refnriti agenda focused almost 
exclusively on the economic aspects, and 
remained generally murky and ambivalent on 
the inslilulional aspects of change needed. 
There appeared to he limited interest in 
building up .state capacity Most discussions 
of refonn strategy, eiamating from official 
.sources, rarely went beyond scolding and 
cajoling the recalcitrant state lunctionaries to 
iinplciiicnt the refonns. Sec. for example. 

J Bhagwati and T N Srinivasan, India's 
Etonomn Reforms, Ministry of Finance, 
Government of India, July 1993. 

26 Indeed, subsequent developments suggest that 
a new trend may have set in The export 
promotion package announced recently by 
Ihc minister of commerce. Ramakrishna 
Hegde, appears to contain a number of 
selective measures targeted at different 
segments of exporting indiistnes. 

27 An analogy with physical infrastructure will 
illustrate the point The lack of observance 
of traffic rules by vehicle dnvets, motivated 
by the short-tenn selfish goal of trying to get 
ahead by unlair means at congested 
intersections, provokes imitative behaviour 
by enraged fellow drivers. This leads 
inevitably to a dysfunctional breakdown of 
nunns of co-operation and competition. This 
IS a ratlicr common occutrence on Indian roads 
The individualised competitive response to 
the situation only worsens matters. A well- 
known 'TV commercial by an Indian two¬ 
wheeler company recently promoted its product 
with a mure powerful engine by claiming that 
on city .streets "it is a jungle out there". The 
solution lies in regulation. The analogy 
helwccn unruly traffic and various types of 
’hu.stler capitalism' is not all that far-fetched. 

28 Fur a wide-ranging discussion of theoretical 
and philosophical foundations underlying 
such .-tfgiimenls, see Dixit. The Makitti> of 
Economic Policy, op cil 

29 Dixit, op cit, has a detailed exposition and 
references to the literature. 

30 A.xhok V Desai was chief economic consultant 
to finance minister Manmohan Singh in the 
early years. He has recorded his experience 
and observations of the period with charaetcri- 
xtic candour in My Economic Affair, op cit. 

31 A very informative article detailing the new 
role of the Confederation of Indian Industry 


.fVMJ n uy 19 VWMBamaliao, aad 
R Karnani, ‘Lob^ Fower', iusiness IhdUi, 
August 30-Sepieinber 12, 1993. 

32 'Li^y Power', itnd, p 54, italics mine. 

33 'Lobby Power', iWd. 

34 According to A V Desai, "Cil is playing a 
veiy constructive rote. We welcome their 
inputs for policy making and also appreciate 
thtir commitment to titling Indian industiy 
internationally competitive." quoted in 
’Lobby Power’, ibid, p 57. 

35 "A good example of this is when the Cll, 
along with the Bureau of Industrial Costs and 
Prices and academics, put pressure on the 
Rajiv Gandhi administration to roll back the 
liberal regime for capital goods imports in the 
power and fertiliser industry, which had 
threatened to destroy BHEL and HMT m 
1985-86." N Chondramohnn ct al, 'Lobby 
Power', ibid, p 57. The aims and objectives 
of the organisation has changed significantly 
with time. However, the point to note is the 
mode of operation. 

36 ‘Lobby Power’, ibid, p 57 

37 Ibid, p 3. 

38 It should be noted that the situation depicted 
IS quite different from the typical Western 
media stereotyped view of an ideological 
struggle between 'socialist bureaucrats' and 
'market reformers’. 

39 .See the symposium on ‘Corruption: 
Constraints and Constraints’ in Aimual World 
Bank Conference on Development Economics 
1997. B Plescovic and J E Stiglitz (eds). The 
World Bank, 1998 .See in particular the article 
by .Susan Rose-Ackerman. 

40 Source is the www net site of Transparency 
Internalional.Germany. A similar observation 
can be found in Ch VI, ‘Corruption at Work: 
Undermining Society’ in John Elliot, Mia 
and China -Asia's New Giants, Rajiv Gandhi 
Institute of Contemporary Studies, 1995. 

41 The model is briefly .sketched here It is 
developed more fully in a forthcoming paper, 
‘A Political-Economic Model of Refonn 
Sustainability’. 

42 We are assuming that the ideological positions 
La, Lfi and Lr arc fixed in the short run, that 
they are relatively stable. However, over the 
longer term, they can shift, and in particular 
they can be shifted by political and institutional 
processes, such as consensus building 
activities, and learning from experience. 

43 See Robert D Pumam. Making Democracy 
Work, Princeton University Press, 1993, 
Chapter 6 Social capital comprises of ‘moral 
resources’ such as trust, and social norms and 
networks. These have ‘public good’ 
characteristics, which lubricate co-operative 
behaviour. Social capital can be created and 
destroyed. Putnam cites the growing literature 
on the subject, and quotes K J Arrow: "It can 
be plausibly argued that much of the economic 
backwardness in the world can be explained 
by the lack of mutual confidence", p 170. 

44 The relationship between liberalisation 
policy and investment behaviour has been 
analysed by D Rodrik in several papers, 
including ‘The Limits of Trade Policy Re¬ 
fonn in Developing Countries’, Journal of 
Econimuc Perspectives. Winter 1992. Rodrik 
focuses on the credibility of reform us the key 
determinant of reform success. Our model 
complements his analysis and emphasises the 
role of consensus and poli^l feasibility. 

45 In this same survey carried out by Business 
Today (November 7-21, 1997), ‘Why Is Our 
Economy Not Crowing?’. 60 per cent of Indian 
CEOs felt that the increased infrastructural 
investment spending (by the government) 
was essential to spur a revival of growth. 
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Amartya Sen and the Theory of Public Action 

Prabhat Patnaik 

The range of Amartya Sen's academic contributions is much wider than that of perhaps any other 
contemporary economist. There are at least six major fields where Sen has made seminal contributions. 


I DO nol frankly think much of the Nobel 
Prii'e for economics. Given the Nobel com¬ 
mittee's preference tor formalism over 
substance, its lack of concern with the role 
of econpmics as a s(x;ial science, its patently 
right-wings ideological predilections 
(which excluded even such outstanding 
Keynesian economists as Richard Kahn 
and Joan Robinson), and its complete 
ignoring of economists outside of the US 
and western Bui ope. the pri7e has served 
on the whole as an instrument for pro¬ 
pagating the hegemony of a particular 
brand ol conservative 'mainstream’ eco¬ 
nomics. 

Why then do I (eel delighted at Amartya 
Sen’s getting a pn/.e which 1 do not in any 
case think much ot? One part ot the answer 
IS this- the very I act that the Nobel com¬ 
mittee has given the awaid to Sen reflects 
a realisation on its pan ol a need to establi sh 
Its credibility, and this in turn reflects the 
credibility cnsis ot the brand ol conser¬ 
vative economics it applauds. The other 
part of the answer is that the pri/c. no 
matter what one thinks ot it, would give 
wider currency to the ideas ot Amartya 
Sen, and that is to be welcomed. 

The tango ot Amartya Sen's academic 
contributions is much wider than that ot 
perhaps any other contemporary econo¬ 
mist Not many may be aware of an im¬ 
portant contribution by him on Indian eco¬ 
nomic history (l%3a), of his pioneering 
empirical estimate ot working capital in 
the Indian economy (1964), and ot his 
early intete.st in the economics of education. 
But even if we leave the.se aside, and also 
exclude his work on capital theory, distri¬ 
bution theory and growth thcoiy (including 
his brilliant introduction’ to the Penguin 
volume), as well as his work on cost- 
benelit analysis lor UNIDO (1972), co- 
authored with Stephen Marglin and Partha 
Dasgupta, which was an important 
alternative to the Littlc-Mirrlees volume 
(1969). there are still, in my reckoning, 
at least as many as six major ticlds where 
Sen has made seminal contributions. 

The first is the theory of planning, and 
within It there are at least three themes he 
has dealt with. In common with the radical 
intelligentsia of the time Sen was an 
advocate of the Mahalanobis strategy, or 
more generally of the ‘turnpike strategy’ 
(to use the term coined by Leif Johan.sen 


with reference to the ‘Turnpike Theorem’ 
IDobb 1967]). A 1957 article by him in 
Arthaniti drew attention to the need for 
a parallel effort at financial resource 
mobilisation for sustaining the altered 
physical allocation as envisaged by 
Mahalanobis. but on the basic wisdom of 
the Mahalanobis-stratcgy he had little 
difference. In fact Sen, together with 
K N Raj, was to put forward his own model 
advocating the ‘turnpike .su-ategy’ (1961), 
and even argued, in an intervention in a 
debate between Chakravaity and Maneschi 
(published i n the Dobb Festschri ft (1967)) 
that such a strategy would also be optimal 
by the more conventional criterion of 
maximising a utility integral over a finite 
time-horizon. 

His work on choice of techniques (1960) 
IS too well-known to need recapitulation. 
It earned forward an idea ot Ricardo in 
the famous chapter ‘On Machinery' in his 
Principles to the context ot a planned 
economy to argue that if the ability to 
mobilise rcsoun-es dependedon the choice 
of techniques then the conventional 
wisdom of favouring labour-intensive 
techniques in development plans drawn 
up for a labour-surplus economy made 
little .sense. In the process it dissociated 
the concept of the ‘ shadow pnee of labour' 
from the conventional notion ot ‘oppor¬ 
tunity cost' in the senseot output foregone, 
and this dissociation has been respected 
by all subsequent wntings (e g, Little- 
Mirrlees). 

But perhaps one of his finest pieces in 
this area was his work on the ‘Isolation 
Paradox’ (1961,1967). which argued that 
the aggregation of individual savings 
decisions, each taken independently of 
others, would be lower than what would 
come about if all of them could collude. 
This idea, which constitutes a powerful 
critique ol the market, was to form, though 
in an altered form as we shall see, a major 
undercurrent in Sen's subsequent writings. 

The second area which occupied him 
was the economics of agriculture. His 
interest was stimulated by the Farm 
ManagementStudies’ finding that if family 
inputs were evaluated at imputed prices 
then small farms were loss-making. He 
explained the continued existence of such 
‘deficit farms’ by the fact that their 
objectives were different, i e, they were 


driven by a different rationality from thftt 
of capitalist farms. On the basis of this 
perception he explained the observed 
inverse relatioaship between farm size and 
productivity per acre (1962) and then went 
on to produce his well-known article on 
‘Peasants and Dualism' in the Journal of 
Political Economy 966) which represents 
the most rigorous formulation of this genre 
of theorising on the peasant economy, a 
genre which constitutes an important 
though particular approach (often referred 
to as ‘neo-populist’ [Patnaik 1979] to the 
agrarian question. 

The third area where his contributions 
ofcour.se are celebrated is welfare econo¬ 
mics, including in particular the theory of 
social choice. .Sen’s entering this area 
reflects one of his abiding charactenstics, 
namely, a determination to pursue his own 
intellectual agenda irrespective of whether 
the areas he enters are considered ‘fashicm- 
ablc' at the time. His return to India to 
work on problems of agriculture was an 
expression of the same determination. In 
the Cambridge pecking order of subjects 
at that time, capital theory, growth theory 
and distribution theory came right at the 
top, and a host of bnght young Cambridge 
economi.sts of the time, from Pa.sinetti to 
Garcgnani to Mirriecs to Bliss, had, as a 
matter of course, moved into this area. As 
Joan Robinson’s student, and one who 
had already woiked on the problem of 
choice of techniques. Sen would have 
been expected naturally to move into this 
Held as well. And indeed he did move in 
for a while: there was a neat pedagogical 
piece in Economic Record on distribution 
theory (1963b), and there was the paper 
on ‘TTie Money rale of Interest in a Pure 
Theory ol Growth' in the Hahn-Brechling 
volume (1965). And yet he moved out of 
this area to pursue his own interests. He 
was to write an eminently readable piece 
on the capital theory controversy in the 
A K Dasgupta Festschrift (1974) and of < 
course edit the Penguin collection on j 
growth theory (1970), but his interests lay 
elsewhere. j 

Likewise Sen’s turn to the theory of j 
social choice was somewhat surprising J 
when it occurred. Arrow’s book Social f 
Choice and Individual Values (1951) [ 
had not become a rage among welfare ' 
economists. I M D Little, the author of ; 
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A Critique of Welfare Economics had in 
fact dismissed it in a review (1952) as 
failing within the realm not of welfare 
economics but of “mathematical politics". 
And by the time Sen turned to the theory 
of .s<x:ial choice. Arrow himself had moved 
on to general equilibrium, 'learning by 
doing* and other things. In short. Sen's 
.shift to the theory ol social choice was not 
the following ol a fashion; rather it marked 
the beginning ol a lashion for .some others. 
Exactly the same was to happen once 
again when .Sen, pursuing his own interests, 
started work on poverty and famines which 
no professional economist had been 
conccrneil with till then; but once he hatl 
taken up the subiect it became tashioriable 
among some ecoiiomi.sts 
Arniw's Impossibility'Ihoorem had veiy 
far-reaching consequences The problem 
it was concerned with was ol course not 
the problem that welfare econotnics had 
trailitionally been concerned with. This 
latter problem had been: how to amve at 
judgments about social wellarc liom a 
consideration ol individual interests, 
or, alternatively (though by no means 
.synonymously), how. on the basis of a 
consideration ol individual interests, 
should social decisions be made'.’ Om- 
can think ol alternative mies for this; one 
can follow traditional wellarc economics 
which had aggregated individual utilities 
(on the assumption that an inter-personal 
comparison ol utilities could he made): or 
one can use .some criterion ol ')uMicc' 
.such as the one suggested by John Rawls 
The province ol Arrow's Impossibility 
Theorem is not to discuss what this rule 
should be. Its province lies elsewhere, 
namely dillereni individuals in society 
may have dillerent rules that they believe 
in. on the basi.s ol which they ha ve different 
orderings ol social .slates'; how can these 
individual orderings be aggregated into a 
social oidering. satislying certain ciiteria 
ol 'reasonableness''.’ 

This question concerns the role ol the 
individual as a 'citi/en'. In other words, 
an individual's ordering of 'social states' 
need nut be euuled by a consideration ol 
how well-olf that individual is in a 
particular 'state' (quite apart from the tact 
that the judgment of an individual regaiding 
how well-ol I he oi she is need not depend 
exclusively on his/her own material 
conditions). I he question being asked is 
whether the views ol ililleieni citizens on 
the ondenng ol 'social stales' (however 
arrived at) can be 'reasonably' aggregated 
into a 'social view’ .’ Arrow’s answer to 
this question in the negative threw doubt 
on the very possibility of democratic 
decision-making. 


One can maifc three distinct (but niM 
mutually negating) pha.ses in theevolution 
of .Sen’s response to this problem. The 
first, was the imposition of restrictions on 
liieconfigurationofindividual preferences 
(the so-called 'value restrictions’). This 
avenue had been explored by o* hers earlier, 
who had derived ‘po.ssibility theorems' on 
majority rule as a 'reasonable' means of 
aggregation by postulating restrictions on 
the configuration of individual orderings 
in the form of 'single-peaked'-ness, 
'siiigle-caved'-ncss, etc. In an article in 
tcononietrica in 1966, Sen produced more 
general conditions, i e. conditions which 
subsumed the particular conditions sug- 
ge.sied earlier, relating to the restrictions 
on the con Itguralionof individual ordering, 
under which the majority rule could give 
.1 'reasonable' social ordering. One pro¬ 
blem with this approach however was that 
the number ol 'concerned' individuals 
(I c. those not indifferent between all the 
alternatives) had to be odd (Sen 1966). 

The .second pha.se was his moving away 
Irom a social ordering altogether and 
concentrating only on the conditions for 
i.itional choice (which docs not need 
traasiliviiy). This, being less demanding, 
appeared at first sight to dispel .some ol 
the gloom of the Arrow result, but a range 
ol new problems regarding choice con¬ 
sistency arose with it. With some restric¬ 
tions on the configuration of individual 
ordenngs, however, the metho»l ol majority 
ilecision proved to be a 'reasonable’ one 
lor obtaining a choice function, without 
any need for an odd number of 'concerned 
mdividuals' (Sen and Patianaik 1969). 

In the third phase. Sen questioned 
Arrow’s ‘problematic’ itself (to use 
Althus.ser’s term). Approaches such as 
Arrow’s combined two features; on the 
one hand they were' welfarist’ in the sense 
that "they made no u.se of any information 
about the social states other than (hat of 
personal welfares generated in them" 
(strictly speaking, however, .Scnconsidcrs 
Arrow ''clo.sc to welfarism’’); on the other 
hand by assuming ordinaiity and non¬ 
comparability of welfares across indi- 
\ idualsihey acces.scdonly limited welfare 
mlormatlon It is this combination ol 
welfarism' with ordinal non-compar¬ 
ability. the former being in.sistcnt on 
welfare information alone and making no 
use of any other information about the 
social state, and (he latter ensuring only 
a meagre supply of welfare information, 
that produced Impossibility Theorems 
( X*)!!). Sen distanced himself from this 
problematic by rejecting 'wellarism*. A 
brilliant paper on 'The Impossibility of a 
Paretian Liberal’ (1970) showed how 


‘welfarism* could ckah with Ubeitarian 
principles. 

Of course, a break from the Arrow 
problematic docs not mean a .solution of 
the problem itself. What it means is seeing 
the problem differently, hxiating it in a 
different context, and. even in the formal 
realm, breaking out of the .straitjacket of 
the theorem by, in a sense, inverting it; 
the real issue in a democracy is to raise 
awareness, to mould individual orderings 
of ‘.scK'ial .stales’ so that they do not actually 
lie over an unrestricted domain. Instead 
of lamenting the impossibility of arriving 
at social choice through combining 
individual orderings when they lie over an 
unrestricted domain, the point is to 
introduce restrictions into the domain of 
lhc.se orderings through stKial praxis. The 
course of .Sen’s sub.scqucnt work was 
dictated by this consideration: it got welfare 
economics, or more generally economics 
as a subject, liberated from the (rap of 
speculative non-intervcntionism. 

.Sen's work in welfare economics thus 
directly brought him to the fourth major 
area of his contributions, namely, philo¬ 
sophical issues of economics. He rejected, 
as wc have seen, 'welfarism' in ail its 
variants, including in particular utili¬ 
tarianism. He argued (1984) for a rights- 
based moral approach (though sharply 
demarcated from No/.ick’s 'consequence- 
in.scnsitive' conservatism) as oppo.sed to 
autili(y-ba.scd approach, and. in an original 
departure, put forward an alternative 
characterisation of positive freedom in 
terms of ‘capabilities' (a concept that has 
an affinity with the Marxist notion of 'man 
realising his potential'). This provided 
the moral-philosophical bridge to his 
subsequent work on the issues of poverty, 
famines, malnutrition, gender di.scrimi- 
nation, and (he absence of education and 
health forthc people. .Secondly, he rejected 
the conventional notion of 'rationality’, 
and emphasised the role of factors such 
as 'commitment’, and 'sympathy' (Sen 
1977). He proceeded on this basis to 
critique the foundations of economic theory 
on the grounds that the 'rational man’ 
invoked by it not only docs not exist, but, 
if he did, would actually be an utter 
simpleton, a ‘rational fool’, whoasesonly 
“one preference ordering, and as and when 
the need arisc.s this is suppo.sed to reflect 
his interests, represent his welfare, sum¬ 
marise his idea of what should be done, 
and describe his actual choices and 
behaviour”. 

The fifth area that occupied Sen. 
following from his moral-philosophical 
position, was the development and 
refinement of concepts and measures of 
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poverty, unemirioynieiit 4Rd inequality. 
Eariy in his career Sen had already hem 
interested in the concept of surplus labour 
as a measurable magnitude, doing a 
marvellous demolition job (1967) on 
Theodore Schultz (awardedthe Nobel prize 
later!) who had argued (1964) from the 
fact that agricultural output fell after the 
influenza epidemic following the first 
world war. (he conclusion that Indian 
agriculture did not have surplus labour. 
Sen's ‘return' to development economics 
after his intensiveoccupaiion with welfare 
economics not only revived this particular 
strand ot his research, but gave it an 
analytical depth which he had carried over 
from that occupation. The paper on 
‘Weights and Mcasurcs‘, first given as a 
lecture at the Jawaharlal NchniUniversity, 
was lollowcd by a spate of work, some 
of which even went into the formation of 
India's currently-uscd unemployment 
mea.sure.s There was a htMik. Employment. 
Teduioloffs ami Development (1975). 
which, aiming other things, contai ned some 
ot these conceptual excursu.ses. And 
eventually, though on a different terrain 
and along with other authors, he was to 
round ofl this aspect of his rescamh with 
the by-now-well-known ‘Human Develop¬ 
ment Index' 

The sixth area of lesearch was inaugu¬ 
rated with Poverty and Famines (1981) 
and has seen fuK'ik-s VtkcHungerandPnhIie 
A< tion (with Jean Da*ze 1989) and a large 
number ol papers reflecting .Sen's crus¬ 
ading zeal in the cause of eliminating 
hunger, poverty and illiteracy, defending 
democracy and fighting militarism and 
‘communal-fascism'. The basic argument 
ofPo*rrfva/ir/Fn/»i//it'.r,asiswcll-known. 
is that famines arc not caused so much by 
‘food availability decline’ (FAD) as by a 
‘failure ot exchange entillement‘ (FEE). 
They are entirely avoidable as a pheno¬ 
menon and would he avoided if there was 
‘public action’ in the sense of Stale action 
under public pressure, a nccc.ssary con¬ 
dition for which is the existence of a free 
press and other democratic institutions 
that make it ‘too expensive’ for govern- 
ment.s(politically) to ignore famines. Sen's 
effort has been to press for public action 
to eliminate less dramatic forms of human 
misery, like poverty and hunger. 

Arguing the ca.se for public action has 
not been a featun.' only of the last pha.se 
of Sen’s writing. Ind^ if one were to 
locate a common thread in all of Sen's 
writings, it would he his emphasis on the 
need for, ami the possibility of. ‘public 
action’ tor human development (in a sense 
1 shall define shortly). The basic pnemise 
behind his work on the theory of plaiining 


was of course the belief that the key 
decisions of how much to invest in an 
underdeveloped country, which .sectors to 
invest in, and which form (or techniques 
of production) this investment should 
assume, are decisions that are best taken 
by the state. The argument that Sen 
provided through his ‘Isolation Paradox’ 
to justify this belief ran as follows: where 
private decisions are inter-dependent, the 
aggregate outcome of decisions taken by 
atomistic individuals turn out to be socially 
irrational. For example it the amount that 
A would like to save and invest depends 
on how much B, C. and D, are saving and 
investing, increasing as the latter increase 
their anurunts. then, in a situation where 
each takes this decision in isolation, the 
aggregate investment would be “too low”. 
It would be ‘too low’ notjustincompari.\on 
with someexogenously given social norm, 
but It would be “too low” even in com¬ 
parison with an alternative serial situation 
that the individuals would have collectively 
preterred, and could have achieved, acting 
as citizens, through the intervention of the 
state. In other words the market is 
inadequate because individuals acting in 
isolation achieve an aggregate outcome 
that, by their own reckoning, is mfenor to 
what they could achieve through the 
intervention of the state. 

To say this however prcsuppo.scs that 
we can unambiguously define how 
individuals collectively ‘reckon’ or rank 
siKial situations. Wc may know ot course 
how each individual ranks social situations, 
but how can we say it (he aggregate of 
individuals preters one situation to 
another? This is the starting point of Sen's 
occupation with social choice theory. His 
answer that state action of a "reasonable” 
kind (in the .sense of adequately reflecting 
citizens’ prclerences) is logically possible 
(if that action is founded on the method 
of majority rule and if individual orderings 
obey certain restrictions), started tor him 
a new quest. Since individual preferences 
«»vcr .scKial states may not obey thc.se 
restnetions. since they ould not be always 
ju.stiriablc in ethical terms, and since state 
action in real life may not refiect citizens’ 
preferences, this opens up the scope for 
(what Marxi.sts would call) praxis, and this 
includes not only raising the awareness 
among individuals but also exertion of 
continui'us pressure by (hem in their 
capacity as citizens on the state to make 
it responsive. 

On the question of the need lor public 
action, in the sense of action by the slate 
under pre.ssure from citizcas incivil society. 
Sen’s emphasis somewhat shifted in his 
later writings. Starting with his book 


Poverty and Femines, he saw this need 
much more in terms of bringing about 
asset redistribution, especially land re- 
form.s. providing basic health and educa¬ 
tion. and minimum income and employ¬ 
ment to all. In other words it was not just 
the anarchy and irrationality of the ma^et 
that had to be overcome through state 
action, but rather the fundamental unequal 
distribution of resources that underlies the 
functioning of the market it.sell. The most 
powerful example of the consequences of 
such unequal distribution is famine, which 
occurs not so much because fixKJ avail¬ 
ability in .society is umi low hut because 
a part of the population dues not have the 
wherewithal (‘exchange cntitlcments‘) to 
purchase the minimum amount of it that 
is ncccs.sary for life. 

This shift has a bearing on the concept 
of public action. While this concept, as 
wc have seen, is not reducible merely to 
State action, it cannot by any means be 
interpreted in a manner that by-pa.sses 
State action altogether. Sen himself has 
stated this repeatedly, not only in the 
context of the economic sphere, narrowly 
conceived, where he wants the streng- 
theningof state involvement in.some areas, 
e ven whi le appni ving of its di .sengagemenl 
in others: but also in the larger context 
where he has been critical of ‘communita- 
rianism'- “...even the state, capable as it 
is ot authoritarianism and violence, may 
sometimes have a protective role against 
the coercions and inequities that many 
traditional communities standardly impose 
on less privileged members (such as 
women, or Icmalc children, or tho.se be¬ 
longing to (he lower tiers of the col¬ 
lectivity)’’ (1997). 

Now. the ‘Isolation Paradox’ view of 
the need for state action is logically less 
compelling than the social inequity’ view 
of the need for state action. The first view 
focuses on the ‘irrationality of the market’ 
and shares common intellectual ground 
with iCcynesiani.sm and with that element 
of Marxian economics which talks of 
‘anarchy ’ of the capitalist sy.stem. It differs 
however with Keynesianism and with the 
Marxian ‘anarchy' theory (both of which 
I lump together as the ‘anarchy’ view of 
capitalism) in an important respect. The 
‘anarchy’ view highlights (wo mutually 
rcinfoicing aspects, namely theindividual- 
aggregate dichotomy on the one hand, and 
the behaviour of the aggregate itself on 
the other. If Keynes’ ‘paradox of thrift’ 
is the classic example ol the individual- r 
aggregate dichotomy at a logical level, thq i'l 
fact of depressions, and of demand- ; 
deficiency in general, highlights the ^ 
practical significance of this dichotomy. ; 
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But even if the capitalists ttiuk their 
aggregate invcMtnenI and consumption 
decisions tlirough a committee and not 
individually, this collusion may still 
not pievent demand-deliciency. (Rosa 
Luxemburg (i%3) who has usually been 
criticised h>r talking as if the capitalists 
made investment decisions not individually 
hut as a class was perhaps dra wi ng at tent ion 
to this point.) State action in other words 
would still be neccs.sary. and collusion 
among individuals in civil .society would 
not be a substitute for it. But the ‘Lsolaiion 
Paradox’ view which has a game iheoielic 
.structure analytically lakin to the ‘pri- 
.soners' dilemma' lisexclusivelyconcerned 
with the individual aggiegale dichotomy. 
While in piaetice this too would have to 
be overcome through slate action, pure 
.social collusions that overcome this 
dichotomy without involving state action 
are not logically inconceivable. At imy 
rate the aigunieni loi slate action is not 
ab.solulely com|x'llmg 
But it the obieitise is to alter the dis¬ 
tribution ol endowments, i e. touch on 
what Marxists wouldcallthc ‘exploitative’ 
relations in society as distinct from merely 
the ’anaichy' aspect, then slate action 
becomes unavoidable (the lati that the 


exi.sting .state, itself being a part of the 
exploitative system may not act, and may 
have to be replaced by an alternative state, 
is a basic, though .separate, is.suc that need 
not detain us here). 

While the shift in Sen’s focus towards 
issues of distribution and coercion w.i.s 
thus in a sense more ‘radical’, since these 
issues them.seivcs are rather old and 
lamiliar, it expo.sed him to the charge of 
stating the obvious. Ashok Milra’s quip 
(l<)K2) that .Sen's analysis of famines 
merely staled what our ‘grandmothers’ 
.ihv.idy knew acquired a certain currency. 
This ‘grandmotherargumcnl’. if Imuy call 
II that, IS ot course an unfair one, but it 
I el lecis an exasperation with someol .Sen’s 
silences which is nut altogether without 
(iistilication. 

It IS an unfair charge for at lca.st three 
leasons; first, as .Sen himself has pointed 
out, things known to our grandmothers arc 
not necessarily known to our policy¬ 
makers. It follows that our grandmothers. 
It asked to lonn governments, would 
perhaps have provided better governments 
tluui those actually cnlru.slcd with the job 
do; It also follows that restating what was 
known to our grandmothers forthe benclit 
ol the latter is not a useless exercise. 


Secondly, rigorously arriving at familiar 
conclusions is by no means a waste of 
time. A story about G.H.Hardy, the well- 
known Cambridge mathematician, 
illustrates the point. Hardy, in the course 
of a lecture, once wrote down two equations 
on the board and added; “it is obvious that 
the .second equation follows from the first’’. 
Then he stepped back and asked himself 
aloud: “is it obviou.s’’‘.' He paced up and 
down, and after some time left the lecture 
hall deep in thought. As the bemused 
students waited, he returned after nearly 
hall an hour, went uptothehouidandsaid: 
“yes, it IS obvious”. Thus the obviousness 
of the ‘obvious’ is not always obvirius. A 
rigorous demonstration of it is useful. 
Thirdly, the route followed by Sen tocomc 
to these conclusions, familiar though they 
be. is itself a traii-bla/.ing one. .since in 
following this route he has provided a 
remarkable critique of traditional economic 
theory. 

It is .Sen’s silences however which have 
been intriguing. In a general sense these 
silences relate to the tact that social pro¬ 
cesses do not figure much in his writings. 
The chain ol causatitvi underlying the 
phenomena he is talking about stops often 
at the immediately-preceding link. 


KIN STATE INTERVENTION 
IN ETHNIC CONFLICTS 

Lessons from South Asia 

RAJAT GANGULY 

In recent years, the world has witnessed a 
phenomenal increase in secessionist 
movements based primarily on assertions of 
ethnic identity. These conflicts invariably suck 
in neighboring countries which often have 
significant populations of co-nationals of the 
secessionists. The conventional wisdom is 
that kin states are the ‘natural allies’ of 
secessionist co-nationals in neighboring 
states. In this significant study, Rajat Ganguly 
utilizes comparative case studies (both 
historical and contemporary) of secessionist 
conflicts in the South Asia region in order to 
challenge this widely held belief. 

1998 • 268 pages • Rs 350 (cloth) 


I 


INTERROGATING CULTURE 

Critical Perspectives on 


^ Contemporary Social Theory 


SARAH JOSEPH 

Examining the concept of culture in 
contemporary social and political theory, this 
well-argued book maintains that there has 
been a continuing tendency in the social 
sciences to view culture in a totalising, 
idealist and apolitical manner. The author 
argues that culture is often treated as an 
ubiquitous ‘given’ of social life which 
influences, but is not itself influenced by, 
social structures and power. Sarah Joseph 
maintains that to understand the dynamics of 
social life, it is necessary to study the 
complex and mediated relations between 
culture and other social processes, including 
productive processes. 

1998 • 204 pages • Rs 295 (cloth) 


SAGE PuMIcatlont India Pvt Ltd 

PDSI Box «1S, Nw OeM 110 D«. m 6485884.6444958, 6^3915; Fax 91-11-6472426 • Sales Office T* 6483794,6463820; Hk 91-11-6217328 • AE-S5, SS Uks 
CaloiHa 700 064, Tal; 3377062 ■ 27, Malony Road, T Nagai, Madras 600 017, Tel: 4345822 ■ 31. LB Stadium, Pod Box 131, Hydaiatiad 500 001, Tefc 231447 




Ei'onumic and Poiiitcui Weekly November 7. l‘WK 



Iheieason font lies perhaps m the tact 
that in making a transition from the realm 
ot moral-philo&ophical issues to the realm 
of social processes, one has to cross an 
epistemological barrier, which Sen has 
been unwilling to do He has remained a 
moial philosopher taking ethical positions 
on but ning soc lal and economic issues, on 
the basis ot an analysis ot the latter that 
IS just sulhcient to pcimit such positions 
But this IS \ciy diltcient trom analysing 
the social processes undcilying these 
issues 

l,ike loi instance the case ot tamines 
Sen contrasts ‘tood availability decline 
and tailiiie ot exchange entitlement’ as 
the two possible causes ot lamincs But 
could It be that these Immediate causes 
may themselves be the outcome ol undei 
lying priKCsses in which case merely 
tocusing on this contrasl would not take 
us tai ’ I he question is not an idle one 
economic hiMoriaiisol India starling trom 
R C Dull (MtSS) have been arguing loi 
long lh,il the piocess ol coloiiialisation 
was lesponsible lor the recurring tamines 
ot the iiinelc c ntli century F vc n the Bengal 
laminc it has bee n .itgued [Palnaik PI91) 
can be traced lo the piocess ot India s 
mtegialion into the wot Id economy as a 
piiinaiycoimiKKlilycxpoiicr this priKess 
through a numbei ol channels attected 
tood production adyersely and, in the 
caseot Bengal lesultedinadeclineinper 
c apita I (Kvdout put ovei a long penod which 
piepaied the soil tor the laminc Fven tor 
ihc* AImc.iii couniiies the undermining ot 
domestic tomi pioducMon in an ctloil lo 
push agri exports, which has been a tall 
out ol the imposition ot sluiclutal adjust 
ment li is been held responsible toi 
the lecent tamines Ihepointisnol whclhei 
these pailicular views are right oi wrong 
The point is that the whole terrain ol 
discouise in Sen excludes all such issues 
indeed all consideiations ol processes and 
long teim lu'iids as it they did not matter 
While Sen s gencial reluctance to enter 
the teirain ot social processes may have 
genuine epistemological roots, this 
explanation would not do as tar as his 
position on ’liberalisation* is concerned 
when, c \ en the most supei ticial ti ip beyond 
the yery i irst link in the chain ol causation 
IS all that IS needed tor giy mg an altogether 
ditleiciU perspective trom his He has 
argued m many places that ‘liberalisation’ 
would he bcncllcial provided land retorms, 
the provision ol basic health and education 
tacilities etc are undertaken He is ol the 
view theietoic that instead ol opposing 
liberalisation’ we should be arguing addt- 
lonally tor the latter kinds ol retorms as 
he condition tor the success ol ‘libera¬ 


lisation’ iiie probtem however is that 
‘liberalisation’ is a process, a particular 
direction ot movement ot the economy 
that IS fundamentally opposed to the 
direction oi the egalitarian retorms he 
.idvocates if the devetopment strategy is 
to be based on enticing multinational cor¬ 
porations and domestic capitalists to under¬ 
take larger investment in the domestic 
economy then this very c hoicc ot direction 
imposes constraints on the ability ot the 
state to raise lesouaes tor undertaking the 
kinds ot expenditures that .Sen advocates 
By I he same token it a state were to honestly 
I mplemcnt the programme appi o ved of by 
Sen then willy nilly it would have to lake 
a senes of slops one following from 
another that would reverse the direction 
ot ihe economy away tnim ‘liberalisation’ 
Anv support for ‘liberalisation’ (in the 
cotiiprehensi vc sense that the term is undcr- 
sKmxI not administrative unkenngs heic 
and there) Iheietore makes the adoption 
ol ihc veiy programme advocated by Sen 
■hat niuili more ditlicull This programme 
has lo he lought tor in opposition to nol 
III combination with libeialisation 
lliis IS soohvious a fioinl that one cannot 
hcipgeliingasneakingsuspic ion that Sen’s 
silence on it is a soit ot tactical silence 
designed lo garnei larger support tor the 
programme he is advocating Both his 
specific programme as well as his general 
el toil lo create an awareness in favour ot 
such a programme to defend demix^racy 
and lice press as means ol exercising 
collective public pressure on the slate toi 
Hie adoption ol such a programme or at 
the very least lurthcprevcntionol famines 
and ai ule dtsltess to light communalism 
that divides the people and destroys the 
basic pluralistic traditions ol the Indian 
society and to oppose militarism and 
nuclcai Jingoism, .vk ol course highly 

I ludable But tactical silences seldom pay 
in Ihe long-run 

The purpose ol saying this is not to 
detract fiom Sen’s achievement in any 
way but lo sec it in its totality That is 
the least one can do lor a person ot Sen’s 
statute who combines profound ethical 
concerns with perhaps the finest logician’s 
mind in modem India 

II wish 10 th.ink Subraia Cuba for coniincnts on 
in earliei draft) 
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Amartya Sen in Search of Impure 
Welfare Economics 

Finding New Space 

'1'apa.s Majumdar 

Ainartui Sen /tax sucvfedeit ni not only widening the universe of discourse of the economic science as 
wr knew if aiinost hcvond recognition, hut also deepening it with the use of the disaggregated suh-concepts 
that he devised and that more i loselv corresponded to the surrounding reality. Thereby he has been able 
to create space where none had esi.sti d. Within the confines of that space the scholarly debates in economics 
will move for the foreseeable future. In these debates Sen’s own voice would no doubt count for^nuch. 
But that must not he seen as the sine qua non of the change we are talking about. 


v^oik loi which Amarlya Sen could 
have been .iwaided the Nobel I’n/c 
Slrui<:htaway was written more than a 
quarter ol a lenlury ajic) His Collective 
Choiee andS<H lal IVeZ/ri/v’t 1970) became 
an instant classic Why was that book so 
important’ 

li many were dazzled by the sheer tech¬ 
nical brillianie of that work, some would 
have been more than a little puzzled too. 
by Sen's choice ol his imiser.se ol dis¬ 
course. For Sen was not concerned only 
with exiemliii}: the seminal work ol Ken¬ 
neth Arrow (19.51) m social choice theory 
'I’hat theoiy hatl. by the mid-1960s. almost 
come to a dead end. mainly through the 
finality ol the impossibility theorem Sen 
(1986: Section 6.2. p 1114) himself was 
later to deliver the final coup de grace. 
so to say. by producing the translated 
version of the theoiem for stKial wellare 
functionals (lalher than functions), with 
a nmst elegant prtmf - the shortest F have 
seen. He included this in his definitive 
chaplei on ‘Social Choice Theory’ in 
Arrow and Intriligator (1986). Back m 
1970. however. Sen was actually working 
on a much larger canvas than Arrow's and 
was deieimiiied to go on exploring certain 
fundamental concepts that held together 
the economics of welfare - preference, 
choice, rationality. interix;rsonal compa¬ 
rability. equity, lastice and human liberty 
- far beyond the depths hitherto attempted 
inside of theomtical economics or in any 
of the other social sciences, or indeed in 
philosophy, which was quickly becoming 
the field of Amartya Sen’s second speciali¬ 
sation. For this piojecled journey ol ex¬ 
ploration Sen had already had a grand 
plan, which he cho.se to leveal almost 
toward the end of his 1970 book (For a 
more detailed di.scussion on Sen’s work 
readers may see Majumdar 197.1). 


Amartya Sen had concluded his book 
by saying that he had a feeling that the 
pure systems of collective choice analysis 
that then existed did not seem to him 
to be the most useful systems to study. 
<md that he had been concerned with the 
study of ‘impurities’ of one kind or another, 
lor example, partial interpersonal compa¬ 
rability. partial cardinality of the utility 
measure, restricted domains of choice, in- 
iiansitivc social indifference, incomplete 
siKial preference and so on. The pure 
prtKcdures. which were nioa' well- kjiown. 
he could .see were only the limiting ca.ses 
of systems with impurities. He found these 
impurities more relevant lor bi>th ‘insti- 
iiitions' and ‘frameworks of thought’. 

It is not that once a strong rc.solve is 
made in the mind the rest is routine. Human 
mind is nut made that way. Amartya Sen 
wrote on Fx'onomie Inequality in 1971. He 
had still not escaped from pure economics 
completely, even though he had already 
made his intentions clear. Nearly 20 years 
later he gave us Inequality Reexamined. 
Not only did we then get an idea of one 
of the ‘impurities’ (hat he had meant to 
explore. (It was the one that was con¬ 
cerned with the question of ’What was 
just.’’ which made the conventionally used 
purei ’ concepts of justice look rather less 
uselul.) His treatment of justice became 
also a contribution to its philo.sophical 
discussion and we saw the subtle distinc¬ 
tion of his concept with the one given by 
John Rawls. We already had his book on 
Poverty and Famine in 1981, on the 
concept of having sufficient ’capabilities’ 
as distinct from having only the necessary 
endowments in 198.5. on hunger and public 
uctum in 1990 - his canvas has always 
kept on widening. But happily, he has 
invariably .stuck to his original method¬ 
ological resolve to .seek out the impurities 


that sacramental theorisation abhors. 
Economists will have reasons to be thank¬ 
ful to Amartya Sen for just that. 

What conventionally were treated only 
as simple and monolithic conceptual 
entities (rationality. tiaiisitiMt) interper- 
soii.il coiiiji.ii.ibilii) value juilyiiicius) 
were now given by Sen rich and complex 
slnictiires - the atom often split into more 
fundamental particles, rhe most striking 
perhaps was the break with traditional 
0-1 classification of interpersonal compa¬ 
rability and intioducing almo.st a con¬ 
tinuum from non-comparability to com¬ 
plete comparability. Where there was no 
space, the interval of I0,1| now provided 
one. Equally striking were Sen's attempts 
(also succe.sscs) at embedding his subtle 
subclassifications and extensions in (he 
still unfamiliar terrains ol analysis - of 
rights, liberty, justice, equity, depri vat ion. 
entitlement, poverty, famines and public 
action. Many of these words now fre¬ 
quently appear in Sen’s writings; but 
they either appeared or were ready to 
break through even within that classic 
formulation. 

For the sake of historical accuracy and 
fun, let me add that Sen had actually 
mis.sed out on one important concept in 
his 1970 list that I recounted above of the 
impurities he had meant to study in eco¬ 
nomic theory. It was an important gap that 
he would fill later |Scn 19771 when he 
would advance the concept of the multi¬ 
track rationality of individuals that does 
not allow a person to behave as the 
‘rational fool’ of conventional economic 
theory that would require the rational 
individual to possess a one-track mind 
with a .single .set of preference ordering 
(fur a discussion on Sen's concept .see 
Hahn 1991. Sen 1991). That individuals 
were not one-track, in general, had been 
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noticed by many economists Arrow 
(I9S1) for example had distinguished 
between prefciente and social value 
Harsanyi (I95S) distinguished between 
the subjective and the ethical preferences 
Sen distinguished between sell-interest 
sympathy and commitment as thiee dif 
Icrent souices ot orderings that mav be 
cnntlictmg .md yet separately rational Do 
wecall the person who is perceptive enough 
to see this in introspection irrational ’ Sen 
called the mdiv idual is ho is not perceptive 
of these nuilii level oideiings in onesell 
IS a lational fool I ie tned to provide the 
algebralocapluielhcmulti track person s 
ordcMings but immediately saw that the 
economisi s ii \c alcd pieIen necappioaeh 
will fail to do the job Pcihaps the aae 
old method ol eioss examination of the 
witness would hi more truilful (and there 
loie moieseientilief bethought Inoihci 
words Sen was ready to introduce fresh 
impuiilKs tiom the other siKial sciences 
to eniich i eoneepi that had been ecntial 
lo even his own thinking so far the hal 
lowed eonee|)l ol individual pitfeienees 
One e mollis feel imiisedto find that even 
Frank H ihn (I9‘)l) thought Sen was only 
contusinenon eeonomistsby talking about 
the nliotnl ftMil I person div on the 
conlraiy h id alw lys thought thal Set s 
introduction ol Ihis little bit ol impurity 
111 the puic tluoiy ol consumer behivioui 
wis iitu shingly welcome I iound it 
cxtrcmclv appiopii itc in describing sonic 
contexis 111 sty education (I want lo 
become Ie ai ned in the books 1 do not like 
lo lead I wuit to like music hut I do not 
like It etc) m which Ihe Iwihshncss ol the 
lational IikiI I thought w isc ven morec leai 
thin III the ilaisanvi ot Atiow contexts 
IMijuindar 1977] 

Any one reading Sen s ColUttni Chain 
book and ils iigorous thcoiems in 1970 
was entitled lo he a little sceptical about 
the author s implicitly high cxjxictations 
about how his ol ten subtle and yet unti led 
out concepts would fare in Ihe world ol 
siKial leahty That one day they would 
iclaic to lelivisi social sen iice rathei well 
as they seem to be doing today I foi one 
could not have guessed Sen ol eouisc 
clearly knew where all this was leading 
lo - not all seminal wotk can enjoy that 
additional advantage ol tar sightedness 
In a veis recent and veiy pcrcejitive 
appreciation ol Sen made alter the an 
nouncemont ol the Nobel Pure Abhtjit 
Banerjee (1998) has said 
His (Sen s| 1906 pajici on Peasants and 
Dualism WithorWithoutSurpliisl ahour 


showed that the dtctiuon problems faced 
by a peasant and even those faced by a 
peasant who has surplus labour (labour 
that seemingly should have been sold on 
thclaboui market but isnot)canbeanalysed 
by using the standard tools of micro eco¬ 
nomics and yield interesting insights 
While this paper was impoitant lor its 
specific results it was perhaps even more 
impoitant lor Ihe space it created for 
development economics within the rest of 
economics - it insisted that development 
economics does not need to be either 
completely disjoint from all ol the rest ot 
economics ( peasants are diticrent 
optimisation theory does not apply to 
them ) or completely subsumed by it 
( peasants irc just like any other cnirepre 
ncur) As I sec it the great contnbution 
ot Amartya Sen lo theoretical develop 
mcni economies has been the delineation 
ol this space He saw perhaps betorc 
anybody else, the need for this spate and 
a way ol defining it In his woik subse¬ 
quent to the 19(i6 papei he moved to 
w irds poverty as the lever that will allow 
him to extract such a spate 
C learly and creditably Banerjee has 
quickly spotted one ol the interesting 
impuiities ol economic reality that 
Amaitya Sen had sought out and pinned 
down The point of course is Sen invari¬ 
ably would find these in-betwcen situa 
tions because back in 1966 he was already 
ge Iting picpared in his mind lo capture all 
such things in a general theoretical Iramc- 
woik He would have the simplified 0 I 
catcgoiisations ol all econniically (and 
socially) meaningful and puiposeful con¬ 
cepts and their attributes thal abtiunded 
III the iKtraiurc ot economics only as 
description ol the limiting cases Sen s 
1970 classK in a way only provided the 
logical basis ot what he, and many others 
had been observing in society and in real 
hie individuals Which wasquitedilferent 
lioin what was assumed as normal in all 
e opy book economics- following the nght 
the left or the middle path 
Sen's choice of themes that are outside 
the hitherto tamiliar normal’ universe of 
discouise ol (he theoretical economist 
has generally drawn acclaim even from 
fellow practitioners who themselves never 
ventured so far out To his followers 
particuUrly workers m the allmc nclds 
ol activist studies in social and human 
rights the lundamental nghts ol children 
to education and preparation for their due 
luture role in the world ol work in Ihe 
teminist analyses ol gender inequity and 
inequality, and m the bioad held ol (he 


analysis of welfan distribution m the 
family and society in general, his themes 
have already brought, if not always a 
completely new agenda, at least invari¬ 
ably added academic respcctabilty In all 
this. It 1$ Sen’s disaggregation logic that 
has given his economics its true point ot 
departure 

Sen’s plan to break up the already 
existing building blocks ol (hairy into 
more lundamental categories was, aca¬ 
demically speaking alw.iys a nsky plan, 
taking a bet against considerable odds 
But alter all these years it can be said with 
some confidence and relief that the plan 
had worked Almost single handed 
(though he would be the tirst to deny this, 
having always meticulously given credit 
to all who laboured with him) Sen has 
succeeded in nut only widening the uni¬ 
verse of discourse ot the economic science 
as we knew it almost beyond recognition, 
hut also dcejxning it with the use of the 
disaggregated sub-concepts that he de- 
\ ised and (hat mote closely corresponded 
to the surrounding reality Thereby he has 
been able to create space where none had 
existed Within the confines ut that space 
the scholarly debates in economics will 
move lor the foreseeable future In these 
debates Sen s own voice would no doubt 
count lor much But that must not be seen 
as the wte t/ua non ot the change we are 
talking about 

The real change ac hieved is m the agenda 
ol the 21st century economics that has 
come about largely because ol Amaitya 
Sen s work And we see that this has taken 
plate iiTe»pective of whelhei he was right 
or wrong on any one ol the questions that 
he had raised (the role ot the public sector, 
ol public action ol pnmary education of 
higher education, ol the husband and 
parents in family Sen has stuck his neck 
out on nearly every important societal 
question one can think ot today and some 
more) I suppose this change and the 
unprecedented widening ol the agenda 
could not have been genuinely to the liking 
of the purist ol any kind the pure rightist 
economist the pure marxist aonomist, 
the pure market economist the pure Wall 
Street economist, even the pure welfare 
economist of our time But some ol them 
arc needlessly showing their disappoint¬ 
ment by cavilling at the selectors ul 
Ihe 1998 Nobel Pri/e lor the bconomic 
Science The selectors have not sig 
nailed the change, much less started it 
They have only pul then final humble seat 
on It 
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A Word in Si ason 

Ono tan only hope thal the Pii/e will 
give <> new impelus to the iormal anti 
rigototis study ol Sen's disaggtegalion 
logit and Its iniplitalions for more and 
more prttise si>tieial ({uestions ol inter 
personal iiisiite and i ights and thal those 
who follow in Sen s tooistcps will set 
down these tiutial questions in terms ol 
even moie tlisaggregated tonteptual tal 
egories F oi Ihe tiiiei and subllei llu 
dislintlions ihe nioie insightiul and at 
turate tiu petteplions ol luslite and in 
lustite ol lights and iheir denials asStii 
has basitalK taught us I here is oiu 
danger ihmiuli that one has to leain to 
leai Jud'Mne liom some ol the instant 
reatlions lo theannountenieniol theI’li/e 
Ihe temptation ol using Ihe gieal man’s 
sympathies as a subsiitnie lor atluallv 
labounng thioueh and undeistanding his 
logit may now be pioviiii: loo gieal to 
lesisi Insiani Senisiii niav even siaii 
glowing III Ihe touniry ' Fins F suggest 
will hast to be sieadtasilv resisted m llu 
Icaining and teathing ol oiii vaiiou 
distipliiKs loi as the F’liaiaoh had onti. 
to be geiilb lohl ol geoineliy to etono 
nuts too iheic is still no royal mad 
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Reflections on Amartya Sen’s Prize 

Pranab Bardhan 

Robert Solow bus reportedly described Amartya Sen as the 'conscience-keeper' of economics. But Sen 
is not just a Mother Theresa fi((iirc for economists; he has valiantly tried to restore economics to the larger 
and more sophisticated tradition of one of its founding fathers, Adam Smith of the Wcallh of Nations and 
the Theory of Moral Sentiments. 


AMARTYA SEN has been a good friend 
and mcnior for me for nearly 35 years, and 
when I heard flic news 1 was delighted that 
at last the Nobel ('ommitlee has redeemed 
itself by awarding the Prize in Economics 
to someone who had deserved it quite 
some time back. As a Icilow development 
economist I am also pleased that this award 
will draw the attention of young econo¬ 
mists to this lield. which is somewhat 
iclegated to the pertphery by mainstream 
ectinomics (It has been many years since 
three other development economists, all 
dead now. had been given the award.) 

But belore I write more on the value tif 
Sen's woik. let me digress a bit on the 
reaction to the news (hat I have seen among 
m> countrymen While having a Nobel 
laureate is a source ot pride lor any 
country (and this, ol course, gives a small 
Swedish coinmittec enormous inter¬ 
national power). I am somewhat wary 
ot the excesses (his leads to in our 
country. In Calcutta already hundreds of 
little hoys born in the maternity wards ot 
hospitals weie named ‘Amartya’ in the 
last lew weeks, and in the Kalipujapandals 
large photogiaphs ol Sen have been 
found beaming at the deity. Maybe this 
is undetstandable in a country, with (he 
world's largest illiterate population, where 
a Nobel is .so .scarce; maybe I am jaded 
by teaching in a major western university 
where one biushes with .so many Nobel 
laureate colleagues on a regular basis. But 
I also detect m the exuberance a deep- 
seated mtermrity complex, a certain han¬ 
kering for international recognition. In 
Brecht's play.(7«//7£v>, when AndreaSarti 
says, “unhappy is the land that breeds no 
hero". Galileo promptly replies; “No. 
Andrea, unhappy is the land that needs a 
hen>”. 

But theff, 1 con.solc myself. 1 wtiuld 
anyday rather have national self-esteem 
boosting over a Nobel laureate than 
around, say. the dangerous lunacy of 
nuclear prowess. It should be noted, 
however, that we often do not have the 
sclf-contldence or judgment to be.s(ow 
our highest national honours to the best 


minds and arti.stic talents among us (the 
overwhelming majority of our Bharat 
Ratna awards has l^en by politicians for 
other politicians; tlw authorities thought 
of awarding it to Satyajit Ray— (hen 
on his deathbed — only after he got the 
special Oscar award from Utilly wwid, and 
so on). 

I hope in the gaudy garlanding of our 
new' icon and in (he litany of his prai.se 
we do not lose sight of his intellectual 
message. This nicssage has often bceit 
ilescribcd in the recent popular writings 
about Sen as that ol giving priority to 
education, health, nutrition, women's well¬ 
being, and other aspects of human devel¬ 
opment. I am sure Sen would be happy 
1 1 his pri/e stimulates people to pay mure 
attention to these pel causes of his (hat 
have been .sadly neglected in the last five 
decades of our independence. But he did 
not gel the Nobel prize for emphasising 
these obviously important and well-known 
policy concerns (althtnigh he is one of the 
very tew distinguished economists in the 
world who.se persistent advocacy has 
brought them to international attention). 
Ilis intellectual contribution lies more in 
relating the.se is.suc.s to the larger moral- 
philosophical foundations of economics, 
questioning in the process the .simpli.stic 
behavioural postulates and the narrow 
locus of much of mainstream economic 
enquiry. Robert .Solow has reportedly 
described Sen as the ‘conscience-keeper’ 
ol economics. But I believe he is not ju.st 
.1 Mother Theresa figure (or economists; 
he has valiantly tried to lesiore economics 
to the larger and more .sophisticated tra¬ 
dition of one of its founding fathers (who 
has been much misrepresented by market 
mi.ssionarics in recent decade.s), Adam 
Smith of the Wealth of Nations and the 
Theory of .Moral .'Sentiments. 

Sen has challenged the basic utilitarian 
approach of maimstream economics, and 
in going beyond, he has also found (he 
alternative approaches of Nozickian en¬ 
titlement theory. Rawlsian focus on pri¬ 
mary goods, or the Dworkian approach of 
equality of resources, deficient, and in¬ 


stead he focuses on freedom and capabili¬ 
ties. To him poverty is capability depri¬ 
vation (in terms of .some of the basic 
functionings in life), and development is 
expansion of freedom (which, of course, 
includes (he removal of poverty as well 
as tyranny). He has developed measures 
of poverty and inequality that are .sensitive 
to these broader issues. In a major forth¬ 
coming book, entitled Development as 
Fu'cdom. collecting some ot his earlier 
results and drawing upon new work, he 
contrasts the focus on human freedoms 
with the narrower concentration of the 
development literature on economic 
growth, or marketisation. or industriali.sa- 
tion, or technological advance. He 
n.'cogniscs that any process of substantial 
development cannot do without very 
extensive use of markets, hut his inclina¬ 
tion is to pnivide a broader and more 
inclusive perspective on markets that docs 
not preclude social support or public 
regulation. 

Kenneth Arrow and Amartya Sen are 
the two giants of modern welfare ccoiKim- 
ics Arrow showed the impossibility of 
getting an aggregation of individual pref¬ 
erences into social choice based on a 
particular infonnational structure and a 
paiticularset of regularity and rca.sonable- 
ness requirements. Sen provided a posi¬ 
tive way out of (he impasse by breaking 
through the informational restrictions that 
traditional welfare economics had impo.scd 
on itself, by using richer utility and non- 
utility information, allowing for inter¬ 
personal compari.son of well-being, partial 
ordering of social states, and consider¬ 
ations like rights and liberty. One of his 
cia.s.sic papers. 'The Impossibility of a 
Paretian Liberal'. departed from traditional 
formulations of welfare economics in 
making room for rights and identified a 
conflict even with the mildest of the 
wcl fare-economic principlc.s, viz, the weak 
Pareto principle. Predictably this gave 
rise to a very large literature in the theory 
of social choice and political phiUvsophy.- 

Sen has also questioned (he basic pos¬ 
tulates of rational choice in economics. 
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based as they are on an oversimple view 
of human motivation and conduct, and 
l(Kused on values that influence people's 
attitude to action rather than on its Tmal 
outcome per se. In the context of poverty 
and deprivation he emphasises the ambi¬ 
guity ol interest perception (by the op¬ 
pressed woman or the helpless sharecrop¬ 
per): the most blatant forms of inequalities 
and exploitation, as he has repeatedly 
pointed out (and formalised in his concept 
of well-being and capabilities), survive in 
the world through making allies out ol the 
deprived and the exploited. Thus in his 
work on inti.t-lainily allocutions and dis- 
iribuiions, he not merely introduces a 
mixed game ol conllict and congruence 
ol interests (as in his early work on labour 
allocation in a production co-operative), 
but cautions about the rigid format of the 
‘bargaining problem' mis-spi‘citying the 
nature ol petceplion of lho.se inierc.si.s. 
.Similarly, in discussing the problem ol 
population control he goes against the 
grain of' the neo-Mnlthusiuns in empha¬ 
sising women’s .igency, literacy, and 
economic opportunity 
Amartya Sen is not just a great scholar, 
he is among the two or three gieatcst living 


teachers of economics anywtere in the 
world. Hi.s lucidity, spariding wit, and 
ability to reach the most ab.stract coiKcpts 
out to the largest of audiences arc already 
legendary in the academia. To economists 
of my generation and the next in Bengal 
he has also .served (along with his class¬ 
mate. Sukhomoy Chakravarty) as a spe¬ 
cial role mtKiel. I have often been a.skcd 
in dil ferent parts of the world why so many 
of the noted Indian economists arc from 
Bengal: the Bengalis may be pour in 
business skills, their industries may be 
declining, a large part of their economic 
infrastructure may be in a shambles, but 
they keep on producing bright economists 
(more in numbers than in most other 
disciplines). I think this is to a large measure 
due to the example and influence of .Sen, 
and hi.s early breakthroughs in the world 
of international acclaim. 

To tho.se of us who have been fortunate 
to come in contact with him in our for¬ 
mative period, we have been illuminated 
not merely by his brilliance, hut also by 
his width of vision and generosity of 
intellectual spirit. On a personal level, his 
friends know that he is often generous to 
.1 fault. 


In recent years he has also taken upon 
himself the uphill task of defending and 
upholding the intellectual cause of the 
univcrsaii.st-humanist tradition in India 
(that dates back at Iea.st to the social 
reformers and intellectual leaders of the 
19th century) against the onslaughts 
from both the right and the left. Against 
Hindu nationalists he has upheld the 
more inclusive and tolerant vision of 
Indian society. As opposed to the post¬ 
modernists, he has e$pou.sed drawing 
upon the univcrsalist fountains of both 
western enlightenment and Indian 
thought (even pointing to the often- 
overlooked rationalist tradition Tndig- 
cnous in ancient India), being open both 
to science and reason (without being 
blind to their occasional misuse in op¬ 
pressing people) and to home-grown 
cultural norms (without being blind to 
their occasional oppressiveness as well). 
These arc battles alien to the .specialised 
economists of today, steeped as they 
often arc in narrow technocratic pursuits. 
In celebrating the Prize, we should also 
take the opportunity to celebrate this 
larger vision and intellectual mi.ssion of 
Amartya Sen. 
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mV/AlDS in India 

Gulf between Rhetoric and Reality 

Radhika Ramasubban 

Despite the presence of several fostering factors, HIV/Aids prevention and care is not yet part of the 
mainstream social process. ResUicni socio-cultural norms and stereotypes, organisational inefficiencies and 
weaknesses, and lack of political will to undertake major public health and educational reforms and tackle 
poverty, are the main inhibiting funors. Moreover, constraints upon open discus.sion of sex and sexuality 
inhibit the emergence of .safe spaces wherein enough information may he obtained. Underlying these are 
the patriarchal .structures and gender relations that constitute the mo.st enduring obstacles. Bridging the 
gap between women’s powerlessne\.\ and the uncharted terrain of men's private behaviour is one of the 
major cultural and political challenges posed by the Aids epidemic. 


Inikmdiktion 

THE AIDS epidemic in India is referred 
lu in olticial Indian documents as being 
in its ‘early stages' [NACO 1996]. This, 
1 believe, is a euphemistic description of 
an epidemic whose real epidemiological 
and social dimensions are even now 
inadequately understood, twelve years after 
the I list case ot AIDS was isolated in a 
woman commercial sex worker i n Chennai 
(originally Madras), the capital city of the 
southern Indian state of Tamil Nadu. It 
would be more accurate to de.scribc India 
as being at an early stage of social learning 
aiul policy tormulation with respect to 
AIDS, even as the epidemic it.self t hreatens 
to get out ot hand. 

According to WHO e.stimates. today 
India reportedly has the largest number ot 
HIV positive individuals among the 
countries ol the WHO .south and south - 
east Asian region (along with Thailand. 
India accounts for an c.stimated 95 per cent 
ol the reported cases of AIDS in t he region) 
[WHO 1992). There arc an estimated ^ 
million HIV positive ca.sc.s in India. Given 
thesi^eol its population, India is expected 
to have the largest concentration ol AIDS- 
affected individuals in the world, if the 
prc.sent rate ol transmission continues 
unchecked. 

Dunng the l9K0s when Africa was the 
negative centre of attention with respect 
to AIDS. India took tcluge in postures of 
denial, on the grounds that AIDS was a 
foreign disea.se. It was believed that the 
traditional socio-cultural norms of mono¬ 
gamy. universal marriage and, therefore, 
heterosexual relations and virtual non¬ 
existence of homo.sexuaI behaviour, 
mother goddess worship, and societal pro¬ 
scriptions agaiast an explicit focus on sex 
and sexuality in public social interactions 
and di.scuurse, provided the necessary 
shelter from a predominantly sexuaUy 


tiansmitted disease. The lact that .STDs 
were the third most important group of 
diseases in the country, next only to malaria 
and TB was glossed over (Ramasubban 
1990]. And the international scientific 
evidence to support the link between pre¬ 
existing STD infection and vulnerability 
to AID S had not yet been firmly esta¬ 
blished. 

The I irst AIDS case was isolated in 1986 
111 a commercial .sex worker, and I he ot ficial 
respoasc was one of treating AIDS as a 
problem of vigilance by law and order 
agencies - suspicion ol lorcign visitors, 
incarceration by .some state governments 
of individuals (c g. bUMKi donors, .sex 
workers) found to be HIV positive to 
prevent them Irom inlectmg the rest ol 
society and, in .some other states, deporta¬ 
tion of commercial sex workers by the 
goverimieni of their stale ol domicile to 
their statcol origin, in an attempt to transfer 
the problem. 

By the early 1990s, denial had given 
way loan attempt to contain ‘AIDS control' 
within the medical e.stablishmcnl. The 
viewing of AIDS as an exclusively medical 
problem was prompted as much by 
Ignorance ol the changing socio-cultural 
context of sexual behaviour, as by the fact 
that It came naturally to a medical establish¬ 
ment that had a long experience of running 
national (i c, top-down, federally admini¬ 
stered) curative-oriented di.sca.se control 
programmes. Of the .several national 
disease contnil programmes initiated since 
the early 19S0s (including a national STD 
control programme), none had a clear 
strategy for disease prevention or an under¬ 
standing ol health behaviour. Di.scasc 
prevention calls for predominantly non¬ 
medical, i c, social, political, public health 
and administrative solutions, all requiring 
complex, sensitive and politically contro¬ 
versial interventions, such as locali.scd and 
differentiated social education strategics. 


public participation, policy planning to 
effect structural changes in the socio¬ 
economic linkages of communicable 
di.sea.ses. and integration into primary 
health care. With the exception of small 
pox (tor which a vaccine existed) and 
malaria (where the DDT technology was 
available), all others such as TB, leprosy, 
etc, control programmes have been cunUive 
in approach. Failure in co-ordination bet¬ 
ween the federal and state governments 
and the low priority accorded to public 
health by the state governments have 
combined with poor attention to public 
paiticipalion in disease prevention, to wind 
down the effectiveness of these program¬ 
mes |Kama.subhan 1984]. Today among 
these disea.scs, malaria has resurged, 
leprosy eradication still remains a major 
challenge, and the high rates of TB and 
STDs have become the greatest ally of the 
AIDS epidemic. 

The positive aspect of thi.s medical 
definition ot AIDS was the concern for 
the mode of transmission through blood 
and blood products and organ transplants, 
a real concern in a country where resort 
to blood transfusions is high and where 
quality control of blood banking is ptwr. 

But the negative aspect was the neglect 
of the socio-cultural. behavioural and 
economic dimensionsof HIV transmission 
in favour of moral condemnation and 
victimi.sing of high risk groups and. 
therefore, failure to develop the nece.s.sary 
technical and administrative skills in the 
direction of raising awareness about the 
disca.se. high risk behaviours and primary 
prevention among these gniups and in the 
larger .society, or to develop support stni- 
ctures tor those suffering fnim the disease. 

In the ensuing chao.s. AIDS funding 
became a politically contested issue, as 
both the government of India and all 
manner of NGO.s attempted to jump on 
the AIDS bandwagon, resulting in 
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ineffective and coumer-productive use of 
international donor funds. Studies in 
selected arcasofthecountry among certain 
groups now reveal that the epidemic has 
devclope.d us rapidly in India as was 
ob,servcd in .some African countries in the 
mid-I9X0s 

h'or India. AIDS has been and continues 
to he a social learning experience ( as it 
has been lor all the countries ol the world 
with respect to AIDS, in lesser or greater 
ways). The Indian AIDS policy has taken 
a long while to come to terms with the 
challenges required of it and is, today, still 
at an incipient stage. Much ot its evolution 
has been a process (albeit a slow and 
contradictory one) ot responding to pres¬ 
sures both Iroin outside the country and 
from within, to move in a more coherent 
and integrated direction, riie former have 
been mainly international donors, who 
have been an iinporlunt impetus lor policy 
change, and who have also been bringing 
in new scientilic knowledge and technical 
skills, and methodologies lor research in 
both the medii al and .siK ial and bc^huvioural 
sciences I'he latter, i e. lorces within the 
counliy, have been health and legal NCJOs 
who have been piessmg lor more space 
and lunding lor NGO participation, more 
enlightened legislation with respect to 
AIDS, and more evidence of political will 
to tackle the disease. 

Starting Irom an exclu.sionisl stance, 
AIDS policy is now very slowly incorpora¬ 
ting a more inclusive and co-operative 
element into its structure, making a space 
lor involvement Irom sections of civil 
society. These .sections as ol now. are only 
a few i.solated NGOs working with specific 
target groups (and even these NGOs have 
to struggle consistently tor (he .sc'curily 
and expansion ol this space). They do not 
include people allccted by the di.sea.se or 
other marginalised groups at high risk 
such as sex woikers or drug users. Such 
a wide-ranging partnership with civil 
society does not come easily to a tradi¬ 
tionally (op down system ol governance, 
and to a society where topics .such as 
sexuality and substance abuse have tended 
to be pushed underground, and where 
stigmatising ol any degtee ol dcviaiKc 
from dominant social norms is widely 
practised, among rich and poor, high and 
low ca.sle alike. 

It is only .since 1992 that hem has been 
a serious effort to put into place an infra- 
.structUFC at central and state levels tor 
tackling the problem of AIDS. In 1992 
the National AIDS Control Organi.sa- 
tion (NACO) was set up and the Control 
Programme expanded into a National 
AIDS Prevention and Control Programme, 


acknowledging that all sections of society 
had to be addressed rather than the “high 
risk” groups alone. The years 1994-96 
witnc.ssed a more systematic move in the 
direction of epidemiological surveillance, 
although the dcarthof credible surveillance 
data continues to be a major constraint 
to policy planning and programme for¬ 
mulation. In one state alone. Tamil Nadu, 
policies and programmes for .sentinel 
surveillance, risk behaviour assc.ssmcnt. 
pnmary prevention and organisational and 
managerial reforms involving partnership 
with NGO.sand people affected with AIDS 
(PWA) began to be put into place in 1994, 
and tixiay Tamil Nadu provide.s a model 
loruthcrstateslocmulatc. In 1996, judicial 
activism made for a landmark Supreme 
Court directive making HIV screening 
mandatory in all blood banks. .Several 
organisational reforms in the matter of 
collection, testing and handling of blood 
have since been .set into motion. Since 
1997, a further process of overhauling of 
NACO. to enable it to con.soiidate some 
of the refoims mentioned above, and to 
spearhead changes at the level of the 
individual stales, have been initiated. 
Ttxiay, in mid-1998, a draft National AIDS 
Prevention and Control Policy is under 
consideration. A beginning, therefore, has 
been made. 

Tllh AIDS SlTUAIlON 

As of May 31, 1997, the seropositivily 
rate per thou.sand .screened was 18.6 or 
around 1.9 percent (NACO 1997]. Sem- 


Tabi 11 .SbLH I Country Proiiu- 


Tulal population* (in millions) 


8S() 

Propoition of population m sexually active age group** 

(1S-49 years) (per cent) 

SO 0 

Proportion of adolescent populaliont (in per cent) 


20 0 

I'lban population* (in percent) 


26.0 

Rural population* (in percent) 


74.0 

Population below poverty line* (in percent) 

Combined 

29.2 


Rural 

32 7 

('rude death rate*" (m per cent) 

All India 

98 

Urban 

10.6 


Rural 

7 1 

1 ileracy rate* (in percent) 

All India 

.S2.2 


Female 

.39 3 


Male 

64.1 

Uiiciucy rale* (urban) (in pei cent) 

Female 

64.0 


Male 

81 I) 

l.iteraeyrate* (rural) (in percent) 

Female 

30.6 

Male 

S7.0 


Soun ■e.\. * Census of India. Series 1, Paper No 2 of 1992, Final Population Total. Brief Analysis of 
Primary C'cnsus Abstract 

•* Oflice of Die Registrar (iencral, India (Vital Statistics Division). Ministry of Home 
Affairs, New Delhi, “Sample Registration System 1988" 

«•’ Df fice of the Registrar General. India (Vital .Statistics Division), Mimstry of Home Affairs, 
New Delhi, ‘Sample Registration System; .Selected Demographic Indicators 1991'. 
f Office of the Registrar General. India 1993 (Fertility and Mortality Survey Division), 
Mimstry of Home Affairs, New Delhi. ‘Sample Registration System. Fertility and 
Mortality Indicators. 1992. ilPS. National FHS, 1992-9.3' 

# Government of India, 'Family Welfare Programme in India. Year Book, 1989-90’, 
Ministry of Health and Family Welfare. New Delhi. 


potdtivity increastsd from 2.5 per 1.000 in 
1986 to 11.2 per 1,000 by 1992, to 16.3 
per 1,000 by end- 1996. A cumulative total 
of 3,551 AIDS cases have been reported 
to NACO. This is estimated to be barely 
1-2 per cent of the actual cases and it is 
believed that at least 1,50,000 AIDS ca.ses 
and around 2.S to 3 million infections 
must have occurred. 

The reason for this huge discrepancy is 
that disease surveillance is among the 
weakest links in the health infrastructure 
and planning chain. It is only in the context 
of AIDS that this weakness has come to 
be squarely confronted. Until 1994, surveil¬ 
lance was batted on data from 62 .sqrvetl- 
lancc centres situated in different parts of 
the country. Data from different target 
groups were pooled and was cumulative 
in nature and. therefore, did not lend itself 
to monitoring trends of infection in the 
country. Again. HIV infected individuals 
were found in whichever states testing 
facilities were available for surveillance, 
blood testing or research. The more urfaani- 
.sed states, with theirgreater concentration 
of facilities and technical skills, therefore, 
showed higher rates, such as Maharashtra. 
Tamil Nadu, Karnataka, and Gujarat. In 
1993-94 the sentinel surveillance .system 
was adopted. But epidemiological data 
remains a major weakness affecting policy 
planning and even today tell us virtually 
nothing about what is happening in the 
rural areas. 

The deficiencies in data not with.standing, 
some major trends may be di.scerned. The 
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concentratioli'of AIDS cases is in 
Maharashtra and Tamil Nadu, with Maha¬ 
rashtra alone accounting for almost half 
the number of cases. Along with Manipur 
(in north-eastern India), these three states 
count for 77 per cent of total cases in the 
country. Despite this concentration. HIV 
is present in all the states of the country 
with the exception of one. 

The SS sentinel sites established in 1994 
to monitor trends in specific “high risk 
groups’* <CS Ws and SIT) clinic attenders) 
and in “low nskgroups” (women attending 
ante-natal clinics), and the rounds done so 
far have been reflecting rapid increases in 
seropositivity among all three groups 
fNACO 1996). .STD clinic attendees are 
almu.st all married, or are adolescents who 
will go on to many, given the cultural 
norm of universal marriage. Therefore, 
the .spread to the general population is veiy 
likely. About I per cent of HIV cases 
according to current estimates are ante-, 
natal mothers, who arc considered a low 
risk group But these figures do not tell 
anything about women even in the urban 
areas who are not married, pregnant or 
who are sterilised and who would not be 
attending ante-natal clinics, not to mention 
the fact that ante-natal clinic attendance 
is not universal given the low awareness 
of hazards to reproductive health and 
women's poor financial, logistic and social 
access to health facilities. Recent studies 
of sex workers reveal an increasingly com¬ 
plex picture of this group [ Voluntaiy Health 
Services 1996). While thc.se are overwhel¬ 
mingly women driven into the profcs.sion 
due to destitution, and are without stable 
marital family ties as in the brothels of the 
big cities, in the small towns and major 
truck halts along inter-.state routes, there 
IS growing trend for manned women living 
in marital unions to take to this activity 
as a means of coping with poverty. 

There are clearly several ongoing HIV 
epidemics in India. The epidemic among 
sex workers has been the most alarming, 
with seropositivity climbing steadily and 
exponentially among them. Patients atten¬ 
ding STD clinics come next with rising 
rates among them, too, and recipients of 
blood/bUMKl pnxlucts come third. These 
trends arc all India in character, although 
the rates are highest in two statc.s - Tamil 
Nadu and Maharashtra - followed by 
Gujarat and Karnataka. Other discernible 
epidemics are among injecting drug users 
(this is localised in one state at present, 
Manipur where 54 per cent of IVDUs are 
e.stimated to be positive) [NACO 
1996, I997bl. 

This suggests that the majority of 
infections are contracted through the sexual 


route (around 75 pet cent), folknsfed by 
unmoniiored bipod transfusions (8 per 
cent) and unsterilised needle sharing by 
drug users (around 8 percent). Almost 90 
per cent of the ca.<ies are between 18 and 
40 years of age. Higher HIV prevalence 
is being found along major truck routes. 
Migrant workers and rapid transport 
facilities have increased the chances of 
spread of HIV from urban to rural areas 
and from one state to another (NACO 
1996; 1997b]. 

The reported male to female ratio is 3:1 
as discerned from the reported AIDS cases. 
The credibility of this figure, too. suffers 
from the samedisahilityas described above, 
since women arc even less likely than men 
to access a medical facility. While within 
the sexual mode of transmission hetero¬ 
sexual unions are the norm, andaculturally 
sanctioned definition of homosexual 
identity is conspicuous by its absence, 
bi.scxuality tends tobecommonly practised 
by men who may or may not be in marital 
unions. Considerable numbers of HIV 
positive men. particularly, report to be 
practising bisexual preferences (J K 
Maniar, personal communication). Hijras 
(or third sex members) have generally 
been known to provide such avenues in 
the torm ot receptive anal sex. but there 
is growing evidence that homosexuality 
may be a commoner practice than is 
acknowledged. This may be particularly 
true of situational homosexuality in 
unequal (i e, exploitative or potentially 
exploitative) relationships, defined by age 
(older men with adolescent boys, 
particularly restaurant/hotel workers), 
occupation (truck drivers with boy 
cleaners), or power (jail inmates). The 
sexual abuses meted out to the millions 
of street children in cities hxs yet to be 
tackled in the context ot AIDS. A study ol 
.sexual behaviour in 65 cities initiated by 
NACO in the early 1990s revealed that 
men who have sex with men were among 
the hardest groups (along with intra-venous 
drug users) to reach. 

In sum. it may be said that since AIDS 
IS not a notifiable disea.se (lor obvious 
reasons of confidentiality), and since the 
official figures reflect only ca.ses reported 
to public hospitals with testing facilities, 
and since these hospitals may be expected 
to he accessed by barely 10-20 per cent 
of the population, the reported figures do 
not convey the full magnitude of HIV/ 
AIDS infection. 

We know even less about the actual 
morbidity due to HIV. since the majority 
of patients are believed to be succumbing 
to opportunistic infections such as TB 
long before they reach the stage of full 


blown AIDS. (liven general conditions of 
poverty, ignorance on the part of sufferers 
and providers alike, and rapid depletion 
of immunity. Indian studies have yet to 
tell us whether the incubation period of 
immune suppression attributable to HIV 
is the accepted average of ten years. A 
number of cases go underground, both 
private and public hospitals generally 
refuse to acce^ HIV positive patients with 
some notable exceptions, there is a 
tendency on the part of patients generally 
to go treat ment shoppi ng, and the tendency 
for practitioners to offer widely different 
drug regimens even in the cases of those 
diseases for which standard multiple drug 
regimens exist (such as TB. leprosy), and 
there is no reason to believe that this might 
be different in the case ot HIV. 

Impedino ano Fostering Factors 

AIDS, as no other disease before it, 
holds up a mirror to Indian scx-'icty, com¬ 
pelling both policy-makers and members 
of civil society to bring on centre-stage 
policic.s, .social processes. .stKial groups 
and behaviours that had hitherto been 
relegated to the margins. 

These arc, on the one hand; 

(a) .sexuality (a taboo topic about which 
no clear, unambiguous information 
exists in the public domain and which, 
therefore spawns a host of mis¬ 
conceptions); 

(b) prumi.scuity (differential sexual 
freedom norms tor men and for women, 
permitting degrees ol I reedom for men 
without knowledge of how to prevent 
disease, but enforcing through .severe 
moral and religious strictures pre- and 
post-marital chastity for women, 
leaving women powerless to negotiate 
safe sex with their husbands or 
partners); 

(c) prostitution (grinding poverty which 
forces huge numbers ol women into 
commercial .sex, where they are again 
powcrle.ss to negotiate .safe .sex or 
ensure early treatment); 

(d) intra-venous drug u.se (which is a legal 
offence and therefore inhibits the 
possibilities of needle exchange 
programmes, counselling and care; a 
high proportion of such persons in the 
state of Manipur are in jail); 

(e) homosexuality (again, a morally 
proscribed behaviour, forcing men 
underground); and 

(0 the private domain of the patriarchal 
family, which is based on the .sub¬ 
ordination of women, leaving them in 
a poor state of reproductive health, 
silent victims of a range of rcprodiH::tive 
tract infections, and with little 
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autotiomy to seek and purchase timely 
and effective health care forthcmselvcs 
[Rainasuhban 1995]. 

How these marginalised social spaces 
arc conlronlcd would determine the 
successiul mounting of an enlightened 
and liinely icsponsc for prevention and 
management ot the disease. 

On the oihei hand, these aa* the long- 
standingdisjhilitiesaridanomaliesan.smg 
from the currcni stage in the country’s 
.socio-economic developmental history, 
disabilities ihal have serious iinphcalions 
lot the sustained suscess ot management 
of ihc cpideinie These are: 

(a) the it;w pnonty accorded to health 
gcneially in national planning and 
rc,souiee allocation; 

(bi the lelaiivo neglect of primary health 
caie, and the resultant weak health 
infrasii ueture in the states and people’s 
alienation tioin it, encircled by a huge 
and vailegated private sector which is 
accessed by over 8t) per cent of the 
population and is not easily amenable 
to icfoim and conliol, 

tc) lailiiics III co-oidination between the 
ledeial and state governinenis m the 
tundmg and management of the disease 
control programmes, mainlv the 
inabtlily/unwillingness on the part ot 
the states to su.stain commitment ol 
financial and manpower resources toi 
the progiammes once the fedcial <iiid 
iiiteriiational donoi sponsorship has 
run out, 

td) inetlicieiicies and bureaucratic inertia 
in the administration of the progiam¬ 
mes at the level ol the stales, lesulting 
m lailute to inamtain consistent diug 
supplies, fat line to integrate the 
prograniines with the primary health 
care system: 

te) lack ol siipjiorling preventive work at 
the level of local communities, and 
paiieni counselling work by health 
outicach woikcrs, 

(I) the hisioiy ot neglect of elementary 
education, tesiiliing ill continuing high 
rates ol illnciacy, and low levels ol 
school education, and the lack ol 
sensitivity to the need loi health 
education and sex education, both 
through the educational system and 
the mass media: 

(g) the high incidence of STDs in the 
country (40 million new intectiuns a 
year, and an estimated incidence rate 
ol 5 per cent), and historical neglect 
ol both pa'vention and lacilities loi 
diagnoses and treatment, due both to 
ideological barriers, low status 
accorded to the scientific speciality 
and bureaucratic apathy; 


(h) widespread poverty and the survival 
strategics of the poor which forces 
whole sections of women into 
pro,stitution and ignorant migrant 
workers into un.satc sex; 

(I) the exclusive focus in the national 
tamily planning programme on 
women’s sterilisation and failure to 
focus on men and on counselling/ 
educating them in the direction ol 
behavioural change such as condom 
use and more equal sexual and 
contraception negotiation: 

(l) palnarchal structures and taboos on 
the open discussion of sex and sexuality 
which make for gross ignorance and 
impede public acceptance of such a 
disease; and 

(k) the late arrival of the sexual revolution 
in India in the context, of .such wide¬ 
spread Ignorance and the threat of 
AIDS. 

In this scn.se. AIDS has been a major 
political challenge to ongoing health and 
eilucalioiial policies, and to slatc-.society 
dialogue Inability to come up with a 
coherent response to this challenge has led 
lo the relegation of AIDS to the rcces.scs 
ot Ihc NA( ’O in the mini.siry ol health and 
t.imily wcltare. rather than bring it into the 
public arena lor debate and social policy. 

The very low levels of literacy and edu¬ 
cation. .iiul low levels of health awareness 
genei al Iy mean that IIIV awareness-raisi ng 
inlet vent ions will take longerto have el lect. 
w'lll require more innovative instruments 
lor conceptualisation and disseniinalion. 
and would have lo ensure that women, 
who an* the most disadvantaged with regard 
to education and who cannot be easily 
leached in any institutional context, get 
access to HIV related information. There 


M,iin louios ot transmission |in per ccnl) 
Mam attrcled groups 


i.s strong evidence to surest that direct 
health related information can be more 
effectively absorbed and retained when 
there is a pre-existing basis of general edu¬ 
cation. This could well become the crucial 
markcrof how consistently HTV prevention 
awareness will actually be practi.scd. 

The emphasis so far on surveillance of 
marginali.sed high ri.sk groups such as sex 
workers, STD clinic attendees and drug 
users is. admittedly, one of the necessary 
attempts to understand the dimensions and 
behaviour of the disease, and to establish 
AIDS related infrastructure - primarily tor 
surveillance and testing - in the states in 
the country. However, this preiKCupation 
has tended to overshadow the development 
of policy thrusts in the direction of legis¬ 
lative and ethical i.ssuc.s lo do with testing, 
freedom of movement, right to livelihood, 
mes.sagcs for condom use. and access to 
treatment and care. The AIDS epidemic 
has come in the wake ot a dawning sexual 
revolution and rapid economic and .sos ial 
change. And neither the state nor civil 
society has as yet been able to overcome 
the ideological barriers, to be able to come 
up with wide-ranging interventionist loots 
lo deal with this .sensitive area ot beha¬ 
vioural change. What i\ required isa whole 
new paradigm tor public discourse. 

From the foregoing discussion it would 
seem to suggest that the only progicssivc 
way ahead lor AIDS policy is to foige 
close working partnerships between the 
state and civil society Given the ideological 
bai riers, this is bound to be a slow process. 
But It could be a sure one it planned .sen¬ 
sitively and holi.stically 

Amongthe maior.socielal taciors prc.scnt 
in the Indian context that could foster such 
partnerships are: 


May IW 18 60 

.Sexual 7f 

Blood Inmsfiision 8 

IVDU 8 


Commercial sex workers 
.STD clinic attendees 
Clients ofCSWs 
IVD users 


S<iui<e\ * National Aids Conmil Organisalion. CfOvemment of India IV97 HIV/AIDS in India. 
A .Status Rcpoit (June) 

** National Aids Control Organisation. Government ol India I9V7 Draft National Aids 
Prevention and Control Policy. 

^ National Aids Control Organisation, Goveinmenl of India. Reports for relevant years. 


TARit2 AiosProiiii- 


Seioposilivily r.ilc per ihou.sand sca-cned* (May I'JV/) 

( umulalive total ol Aids pjlienis* 

(May l‘)<)7 .is re|x>ricd to NACO) 

HIV pieseni in .ill states except one, principal 

conceniration in Maharashtra. Tamil Nadu Manipui* 

(in percent) 


18 6 

tssi 

77 

I rend in Seroposilivily rale 

September IWt 

6HV 


March 

I9<)4 

7 


March 

I'W 

7 2S 


July 

l<W6 

15 97 


2K68 


Economic and Political Weekly November 7. 1998 



a) The open nature of •the polity, 
theoretically leaving space for debate, 
and for pressure groups safeguarding 
human rights; 

b) An active judiciary which in recent 
years has taken the initiative to set off 
political and administrative reforms in 
the public interest to circumvent a 
stonewalling executive: 

c) With a long history of governmental 
interveniions in the social sectors, the 
state can play an active role in AIDS 
prevention, if there is political and 
administrative will; 

d) There is a growing sector of NGO-led 
developmental act i vism i n the ciuintry, 
pailieularly in the states which, 
coincidentally, are al.so anving the mo.si 
.itleeted by the epidemic, eg, Tamil 
Nadu. Maharashtra. Gujarat and 
Karnataka Although tew NGOs are 
engaged in exclusively AIDS related 
work, with more active state 
involvement these tiumhcis may be 
expected to grow. 

e) In the last ti\e years, there have been 
considerable sixial and behavioural 
science inputs into understanding 
prevailing pallems ot sexual beha¬ 
viour. Given the neglect ol this area 
ol teseaich in the traditional academic 
preoccupations in the country, much 
ot the impetus tor this has come from 
international donors who have been 
instiunienial in bringing together 
leseaich and advocacy NGO gioups 
into the AIDS and lepnxluctivc health 
doiiiam. 

t) Tialnv. a giowing b«'dy ot csidence 
exists to show that notwithstanding 
iiaditional piescripiions and pro¬ 
scriptions thcie isconsidcrable sexual 
mobiliiv within the suh-contineni 
Apart tiom visiting commercial sex 
workers who aic by tar the most 
ubiquitous avenue for pre- and extra- 
maiital sexual gratilication. parti¬ 
cularly among the poor of all ages and 
among adolest ent youth, there is much 
partner change that is not paid lor 
among relatives, neighbours, friends 
and acquaintances The tact that this 
takes place within the context ot 
univetsal marriage, and within a 
framework ol gross ignorance 
regarding sexually lran.siniiled diseases 
and how the.se may be prcvcntetl, 
.suggests the plethora of channel.s ot 
lirv transini-ssion into the general 
population. Genital ulcer di.sease is 
very high in the country. Women have 
lower knowledge about methods for 
STD prevention than men and thks 
cuts across educational dilferenccs. 


and male students who will go on to 
many count for thehighest proportion 
of non-treatment seekers for STDs (as 
compared with even commercial sex 
workers and truck drivers) (Rama- 
subban. 1990; Voluntary Health 
Services, 1996); 

g) The Indian government's positive 
rcspon.se to deliberations at the Cairo 
conference on population and deve¬ 
lopment has culminated in the recasting 
of the national family planning 
programme into a reproductive and 
child health programme, incorporating 
STD and RTI diagnosis, prevention 
and treatment, sale ho.spital practices 
and .safety ol blood and bloixi products 
(World Bank, 1997). 

Cask .siuon.s 

I Sfale led iiUervenlions - the case of 
ramil Nadu (southern India): The first 
initiative that the government ol India has 
taken, in the light ol the new draft AIDS 
policy. IS to assume leadership lorthe fight 
against AIDS and in this, its first steps 
have been to overhaul the NACO .structure 
Simultaneously, the effort is on to com¬ 
municate this philo.sophy to the states in 
the country, and to encourage them to set 
up and strengthen state level AIDS cells, 
rite technical and financial assistance tor 
AIDS related work is entirely Irom the 
tederal gov.-mment at this point in lime, 
which IS in turn aided by several bilateral 
and multilateral donots (World Bank. 

I'SAID. DFID). 

How the states will geneiatc the neces- 
saiy political and admini.stralivc will to 
overcome their historical inertia in the 
area of public health, and mdificrence to 
paiticipation from the civil society in 
government sponsored programmes, is the 
moot question. This would also determine 
the piospects for the integration of AIDS 
prevention into primary health care. 

Tamil Nadu in southern India has been 
the first state to show the way since 1994. 

It IS (he state with the second highest 
incidence ol HIV after Mahara.shtra. where 
the tirsl HIV positive ca.se was isolated 
in the country, one ol the most urbani.sed 
slates with an acknowledgcdly large 
population of commercial sex workers in 
big cities and small towns, with a large 
concentration of medical research groups 
and a rradition of NGO activism. 

The mam thru.st of the government ol 
I'amil Nadu’s initiative is in three 
directions; organisational reform, media 
involvement, and slatc-NGO partnership. 

The Tamil Nadu State AIDS Control 
Society (TNS ACS) u.scs an organisational 
paradigm (which has akso pnived to be 


effective in other government-led social 
sector interventions intheaiuntty), where¬ 
by a state government sponsored body sets 
itself up as an NGO stnicture for the 
purposes of effective non-bureaucratic 
functioning in orderto achieve time-bound 
results. The main features of this model 
are: self governance, ease of receipt of 
foreign assistance, experimentation with 
organisational innovations, co-ordination 
with other crucial government departments 
(such as finance), and establishing 
partnerships with other NGOs. 

The TN,SACS. with financial and 
technical hacking of NACO and inter¬ 
national donors, has shown in its three 
years of functioning that governments can 
take the initiative in controversial and 
morally chatged areas like AIDS pre¬ 
vention. The TNS ACS' s agenda has bwn: 
blood safety. STD control through belter 
equipped (including counselling .services) 
government clinics, high vusihility cam¬ 
paigns through the mass media and film 
celebrities for AIDS prevention aware¬ 
ness. skill tormation among government 
health .sector personnel in the careof AIDS 
patients, plans to start such training tor 
private m^ical and paramedical personnel, 
financial support to NGOs, and care for 
people with AIDS. 

Ot thc.se, the government funded media 
campaign - which involved training of 
English and regional language print 
journalists in AIDS coverage, and deploy¬ 
ment of private advertising agencies - is 
what brought AIDS into the public arena. 
Aimed at reaching beyond 'high risk' 
groups ol sex workers and STD patients, 
the open advertising of and regular news¬ 
paper coverage toa.scxually related theme 
was an unprecedented government led 
initiative, and created shock waves and 
generated protest and controversies. But 
the result was that people’s knowledge of 
the di.sease underwent a major change. 

In 1994. eg, a survey among married 
women had found that only 23 per cent 
had heaid ol AIDS, around 27 per cent 
thought it was transmitted through 
hciero.scxual relations, and only 9 percent 
felt that it was transmitted through blood. 
A Family Health Survey conducted in the 
state in 1996. three years after the launch 
of the campaign, found that awareness had 
gone up; 46.,5 per cent ot married women 
had by now heard of AIDS, 60 per cent 
knew ol the heterosexual mode of 
transmi.ssion and 29 per cent had become 
aware of the blood transfusion mute Tamil 
Nadu claims that it is the only slate which, 
while continuing tQ wiinc.s.s steadily ri.sing 
rates of HIV among commercial .sex 
workers and STD clinic altendcrs as in the 
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other states of the country, has been able 
to bring down HIV incidence among the 
general population (using women atten¬ 
ding iinie-nutul clinics as a proxy), from 
I per cent to 0 pei cent (Ramasundaram 
IWI 

Nmwiihstandmg the political legitimacy 
given to AIDS prevention, which is the 
mo.si impoilant contribution of this initi¬ 
ative. ihe experiment admittedly raises 
several questions We know nothing as yei 
about the impact upon lural populations, 
liven now. what we know from the above 
data regarding awareness levels pertains 
only lo uiban areas While there is rca.soii 
to believe that Ihe mass media campaigns 
must have impacted on the educated middle 
class and bettei oil m Ihe cities - going 
by Ihe private clinics lor treatment and 
care dial now exist in the capital city ot 
the stale where at least 22 per cent of the 
patients aie reportedly married women 
who are m what they believe lo be mono¬ 
gamous lolalioiiships the urban poor 
have no recoin sc lo high quality counselling 
and care |Busines India IW7/9K) 

Another question pertains lo the impact 
ot media campaigns upon illiteraie or 
poorly educated populations, who are 
bereft ot a tiadition ol leasoncd eiiquiiy 
or the b.ick-up ol counselling/lace to lace 
inlormation commiinicalion channels 
There is reason to believe that Ihe pooi 
may be becoming the victims ol irrational 
tears spiead bv the tear ol AIDS, leaving 
‘AID.S patient s' with heightened piospccts 
ol being discriminated against through 
witch hunts and violence against them as 
messengers ol death and destiiiction ol 
local communities There have been recent 
media repoits tiom I'amil Nadu ol known 
IIIV positive patients being driven out ol 
Iheirvillages/ltx ahlies and beaten orbumt 
to death b) tear driven mobs alraid ol 
contagion (Natarai I998|. The govern¬ 
ment's media campaign may be stressing 
morality over, more impoilantly. consistent 
piactice ol protected sex whatever the 
circumstances (the more critical message 
for AIDS pievention), since governments 
might be leluctant to be seen condoning 
promiscuity In a culture w'herc stigmati¬ 
sation on Ihe basis ol colour, gender, 
disability caste, widowhood, divorce/ 
dcseriion, pale skin patch - is deeply 
ingtained (applii able lo large parts ol Ihe 
country and noi to ramil Nadu alone), a 
HIV positive ideniily may be lull ol 
dangers. Indigenous health beliefs which 
slre.s.s acceptance ol particular states ot the 
bexJy as being "in one’s nature". and which 
associate presence ol di.seuse only with a 
calamitousorlife-ihreatening results, may 
also serve to bolster resistance to 


behavioural changeintfie ordinary course, 
while setting off panic reactions in the 
lace of suspected or confirmed HIV 
presence. 

That the rich arc not free from the fear 
of stigma attaching to their image is also 
evident trom the fact that large private 
hospitals in Chennai still do not accept 
HIV positive patients. Public admission 
ol a personal problem, particularly one 
with possible moral overtones, may open 
a person, tamily orinstilution to all manner 
of speculations, and may evolve into 
degrees of neglect, rejection or even ostra¬ 
cism. Tamil Nadu has made a bold attempt 
to involve celebrities in AIDS awareness 
media campaigns, as part of the effort to 
legitimise the problem of AIDS. However, 
at this point in time, celebrities endorsing 
AIDS campaigns may still be a culturally 
dissonant import ot the western model, at 
least in relation to poor audiences. The 
openness that one witnesses in the west 
III the maiterot personal lives even among 
celebrities is mis.smg among elites m pre¬ 
dominantly tradition-bound societies, 
where the latter’s legitimacy depends upon 
theirdistanccirom ordinary people’s lives. 
This leaves the poor unable to identify 
with celebrities in non-fantasy roles, and 
may thus reduce AIDS endorsements into 
condescending gestures. India has yet to 
witness a member of the elite social groups 
publicly admit to have contracted AIDS 
and willing to talk about it. Until this 
begins to happen, celebrity endorsements 


notwithstanding, counselling and face-to- 
face support as a back-up to media mb- 
sages is inescapable. This is particularly 
true of resource poor environments, where 
low levels of education make absorption 
and retention of complex information 
through impersonal communication chan¬ 
nels difficult. The strengthening of the 
health and education infra.structure. with 
the important component of counselling 
- a hitherto neglected area of social skills 
and provisioning - is an inescapable 
adjunct of efforts to induce and sustain 
behavioural change. In Ihe long run, Tamil 
Nadu's ability to sustain the gains made 
in direct AID.S control will depend on re¬ 
forms i n these allied areas of .social policy. 

2 NGO-led interventions - the case of 
the STD/HIV Intervention Project, 
Sonagtu hi, Calcutta: This sexual health 
project was initiated in 1992 by NACO 
through the All India Institute of Hygiene 
and Public Health, with assistance from 
international donors. Begun in order to 
tackle the AIDS issue among commercial 
sex workers, the project has grown from 
its initial view of AIDS as a public health 
and medicine problem, into one that 
recognises the complex .sociological and 
environmental ramilications of .sex 
work and the inevitability of confronting 
the,sc lor a sustainable sexual health pro¬ 
gramme. 

Sex work in Calcutta is predominantly 
brothel ba.sed. There are an estimated bPOO 
.sex workers who live in the .Sonagachi 
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area, and an estimated 20,000 men who 
visit them, the women thus averaging 
around 4 customers a day. The women are 
drawn fmm India, Nepal and Bangladesh, 
and over 90 per cent of them come to 
this trade as victims of destitution, deser¬ 
tion/divorce or otherlackof family support. 
The women are powerless, controlled by 
the madams who run the brothels with the 
active assistance of pimps, and who arc 
broadly supported by a network ot 
policemen, politicians, landlordsand other 
underworld elements. 

At the .start ol the project in 1992, less 
than 3 percent of the women used condoms. 
STDs were found to be high amongst them 
-over 80 percent were found to be infected 
with one or more ,STD causative agents, 
and HIV positivity rate was I. I per cent 
The main thru.st of the project, therefore, 
was condom use promotion and AIDS 
awareness-raising through the agency ot 
peer educatois. For the purpose of STD 
control, a clinic was .set up in the heart 
ol the area 

By I'>95, condom u.se had gone up to 
82 per cent, ol which 50 per cent was 
habitual condom use and 32 per cent was 
frequent condom use. Whereas knowledge 
of .STDs and AIDS, respectively, had been 
70 per cent and f I per cent in 1992. by 
1995 It had gone up to around 97 per cent 
in the case of both. Prevalence of genital 
ulcer disca-sc. which had been around 6 
per cent in 1992 had come down to 3 per 
cent in 1995: syphilis alone had witnessed 
a decline Irom around 25 percent in 1992 
to 14 per cent in 1995 
' While the positive response to the 
intervention project is lestiinony to the 
will of the women to safeguaid their own 
health, the project encountered revenue 
limits to further improvements, both in 
condom use .ind STD prevalence. These 
severe limits to fimher impnwements, both in 
the power structures within which the 
women have to practise their occupation, 
complemented by the infrastructural 
constraints within which the women 
operate, and the continuous influx of new 
.sex workers into the area. The women are 
bonded to the madams, who arc unwilling 
to permit insistence on condoms, and 
brothel rules and client insistence on sex 
without condoms arc upheld through the 
violence meted out by the pimps, police 
and local mafia. The competitive nature 
of the trade and resulting insecurity among 
the women was also found to act as a 
constraint on adopting behavioural 
changes. The infra.slnictural constraints 
such as lack of space and the .shared nature 
of the space available, further impeded 
condom use negotiation with clients. The 


easy availatniity of all manner of private 
practitioners for ticatment of STDs, the 
wiitely differing drug treatments practised 
by them, and the resistance of clients, 
particularly of the habitual partners of 
tlie womentousccondomseven while they 
indulge in multiple partners, have kept the 
STD rate reasonably high rAIIHPH 1997]. 

The community mobilisation process, 
however, has had unexpected effects of 
a wider nature. The sex workers have 
begun to undergo an increa.se in self esteem 
and have begun a search for a professional 
identity and better work environment, and 
towurd.v this end they have begun a process 
ot self organisation. Among the ingredients 
ol thisnew self awareness is the knowledge 
about and ability to protest again.st un¬ 
informed blood testing and unethical 
vaccine trials, and demand for repeal of 
the Prevention of Immoral Traffic Act 
which, they argue, actually strengthens the 
police and further victimises the sex 
workers. 

In keeping with lhc.se demands from the 
sex woikers themselves, what began as an 
AIDS intervention project has begun 
undergoing the following changes: 
a) the collaborative base is now a broad 
one. comprising both governmental and 
non-governmental organisations; 
h) the Sonagachi sex workers forum has 
begun networking with other sex 
workers forums within the state and 
outside to feel part of the larger demo- 
ciatic process: 

c) there is a demand for the legalisation 
ot the sex trade in order to ensure 
health, hygiene and safely of the 
women and to prevent children and 
adolescents t tom being brought into it; 

d) advocacy at the policy level is under¬ 
way tor change and modifications in 
oppressive legislations; 

e) STD management has changed from 
laboratoty based diagnosis to .syn¬ 
drome-based management; 

I) Follow-up ot ca.ses is through peers 

L 1 .S.SONS 11 AKNI 

(I) The early stages of the evolution ot 
Indian AIDS policy -denial, precedence 
accorded to medical .solutions over 
behavioural ones - have parallels with 
responses in other parts of the world. 
While faith in the traditional socio¬ 
cultural norms pre.scrihing private 
behaviour provided the basis for denial 
in the early stages of the epidemic, the 
open nature of the polity facilitated the 
flow of foreign assistance and tlTe 
stimulus for critical investigation of 
actual patusms of sexual behaviour. The 
result has been the growing evidence 
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that sexuid behaviour is not in keeping 
with the traditional stereotypes. 

(2) One of the major factors impeding the 
assertion of an ‘effective, efficient and 
equitable’ AIDS policy has been tlw 
lack of political commitment, first, to 
collect and disseminate information and 
fosterapublic debate on HIV prevalence, 
risk behaviour, effectiveness of alter¬ 
native programmes, theit costs. etc,and 
second, to work constructively with 
tho.se at greatest risk of contracting and 
spreading HIV. There would .seem to be 
fear of formulating policies that might 
be .seen as facilitating .siKially deviant 
or immoral behaviour, such as teaching 
people how to u.se contloms irrespective 
of the nature ol the sexual union. Both 
the case studies presented earlier have 
attempted to do this in limited ways, 1 e, 
created space lor di.scu.ssion about HIV 
and sexual behaviour, and shown that 
it is po.ssibic todo so in the Indian .socio¬ 
cultural context. 

(3) The above-mentioned ca.se studies 
notwithstanding, a major obstacle to a 
coherent AIDS policy has been the lack 
of frank and public discussion of .sources 
ot risk. Public di.scourse about .sexuality 
is lacking in Indian .society, although 
emerging .studies show considerable 
partner change beneath the veneer of 
monogamy. The ab.scnce of frank public 
drscussion means that open and validated 
sources of knowledge about sex and 
about sources ot infection arc un¬ 
available. Personal behaviour, doubts 
and agonies have no “safe" spaces to 
be aired in. A recently set up hotline in 
the capital city of Delhi ~ sale space tor 
knowledge aiwut sate sex - by an NGO 
reveals the exponential growth of 
demands for accurate knowledge. Even 
now, these demands arc made only by 
men, as women arc not supposed to 
evince public interest (a hotline is a 
public space) in sexual matters. 

(4) One of the greatest challenges is how 
to formulate an AID.S policy that is 
integrated into more general public 
health and primary health care pro¬ 
grammes. One of the obstacles to 
mounting an adequate policy response 
to AIDS in India has been lack of 
knowledge and skills in public health 
management, born largely out of the 
historical lack of political will to generate 
such skills in what has been a low status, 
residual areaof social policy. In acountiy 
where the majority arc poorly educated 
and live in poor physical and .socio¬ 
economic conditions, there is need for 
interventions to take the form of multi¬ 
faceted programmes' in which mutually 
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amplifying public health and social 
politics play as integral arole as possible 
Success in Ihc AIDS sphere w ill depend 
upon cnmplcmcntaiy rctomis in the 
larger spheics ol health and education 
policy since a sustainable AIDS policy 
must aim at inicgralion especially in 
the aaM ot Ireatmeni and care oi ihost 
aflected and must base its pievention 
slialegies on education and awareness 
raising (ot c onsistent beha\ loiirchange 
(S) Oncol the ma|orculliital and political 
challenges posed hv AIDS is that men s 
behastoui is beme i ailed into question 
loi the Inst Him Indian population 
contiol/lamib planning progianimes 
hace consisienllv targeted women and 
have lelt men well alone AIDS is show 
me up men s attendance at SI Dc limes 
men encaging in pre aiulcxtia maiilal 
sex with multiple paitncrs without 
thought lot the health Lonsequences ol 
then ai lions iiul adolescent youth 
engaging me isiial sex in a state ot moss 
ignoianee Women are eineiging as 
powciless whelhei as sex vcorkets oi 
as unmaiiied adoleseents or as wises 
with little Ol no know It dge ol sex or ol 
SFDsoi ol leprodiietisetiaet inle'clions 
(KFIs) noi in a position lo ne'gotiate 
eondom use It is hceoming clear that 
women s poweilessness and vulneiabi 
litv atisiiig out ol the presniling gendei 
inequalities aie among the most deep 
rooted and lesilieni ol the laeteus im 
pending clle'etise implementation ol 
AIDS policies Reae hing into the pns ate 
domain ol men in order to ellict lar 
reachmgbe'haviouialchangcisthi ni qor 
challenge ol any AIDS policy Me'dia 
campaigns tas III I .mul Nadu) will have 
to be bolstetcd In dnect mobihsatioiial 
strategies to leach mi'ii m an ellective 
wav 

In conclusion it niav be said that what 
IS happening in India is that there aa' a 
glowing nnmbc'r ol proiecls mainly with 
high iisk gioups which are doing some 
very uselul woik Iloweve'i HIV/AIDS 
prevention and eare is not yd pail ol Ihi 
mainstrcim soeial pioecss Ihc main 
taetois inhibiting this have been the 
lesihent socio cultural noims and steieo 
types Ihese hive combined with 
organisational inetlicieneies and weak 
nesses andthi Itckol pohtieal will paiti 
cuhtflyatlheli \elolthcst<ile's loundertake 
tnaior public health and educational 
rclorms or tackle Ihc intractable problem 
of poverty This is the stage at which we 
arc today, despite the picse'iiee ol seveial 
losiering (actors such as an open political 
sysicm an active judiciary the lole ol 
inicM-nalional liinding and seicntifie eol 


laboration bridging the gap between 
scientific developments worldwide and 
the situation m the country, and the drafting 
ol a national AIDS control and prevention 
policy The Famil Nadu case IS one illus- 
liation where IllV/AIDS has been main- 
sireamed and where things are beginning 
to woik laigely due to ccitain inherent 
advantages that the state enjoys However, 
even that expci icncc suggests that with all 
the good intentions and resources. It IS still 
mu hailed teintorv The constraints upon 
open disc ussion ol sex and sexuality inhibit 
the emergence of safe spaces wherein 
c nough mioiIllation m.iy be obtained We 
still do not have the incthodologv to 
lormulate messages that can be correctly 
mitipre'ed by ordinary people so that 
llu'y may protect themselves Underlying 
these aie the paliiarchal slructuies and 
gender lelations Ih.il eonslilute the most 
enduiing obstacles Budging the gap 
between women s powerlessness and the 
uncharted teriain ot men s private beha 
Moiii IS one ol (he major cultural and 
jiohtieal challenges posed by (he AIDS 
epidemic Budging the gap between AIDS 
lontiol measures and primaiy health caie 
stiategies is an area requiring immediate 
iitention I he challenge ol AIDS prevcii 
tion and control should act as a stimulus 
to other bridging processes as well such 
as bet we'cn (he ledcral government and the 
governments in the states with le'gard to 
lu'allh pohe v foi mulalion and programme 
impleinentalion between sociocultural 
Mcreotv jx-s and the ical world within which 
sexual behavioiii .ictuallv takes place 
thiough a more concerted process ol 
knowledge generation between telling 
juople what (hey should do and listening 
lo what they say are their needs through 
skill tormalion m the area ol counselling 
and bc'twe'en what ishappenmg in people * 
biulies and pe-i >ple s own understanding ol 
and ability to eojie w ith it thiough (he tool 
ol both edueatmn and counselling 

I I his IS 11) ipei (lasenleel in gi mil loumt scssicin 
II the Politics hihiml HIV/\II)S Poliiics 
lessons lo Be Icirneil Irom Nalionil C,ise 
Similes I’ih World Aids t onlirenee CK'ncva 
lull ■’h till) ) l‘)‘)X Ol ilelul (hanks lo 

S K iiiiisund<ii mi Shmtha Raigopal Siiuri|il 
lull OHtiupti md Suhhash S liunke for help 
III soiinmg some of Ihc inaleinis on wliieh this 
pijxr IS hised md lo Hh.mw ir Rtshyasnnga 
Sliiieen le|eehhov Roll Rosenhroek and John 
H ill lid lor eoiiiiiHnls on the first dnfl | 
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Fiscal Options for Vehicular Pollution 
Control in Delhi 

Rita Pandey 

All polliiiion III aliiuispheiK polliitinii n the result of overuse of the utinospheie h\ some eronomit a^eiitu 
iiuiiiih hiKiuse of the ahseine oi tnudetpuite ptuiiif’ of this einiioiimeiital lesoune This imposes a lost 
on othii numhers of soi lets I he ciitiial state of atmosphem pollution in Delhi is a ileai iiufuation that 
polii u s (niientls in use hast failul to make the Jesned impact and it is important to impleineiit economic 
iiisli la.ienls and iinpiose cnfoii cnient 


I 

Introduction 

S FA I IS I irs u \cal lhal Indian (.ilies arc 
laced willi scccic ail pollution prohicms 
.IS Iho annual asiiajie levels ol pollutants 
III many laige cities aie lliiee to live times 
higher than Ihc World Health Oiganisalion 
(WHO) siandaiil I he pollution levels aie 
likely tod' leiioiale owing to the glowing 
iiiiinKi ol vehicles enemy consumption 
.ind mdusitialis itioii Ilic grow>ing leviIs 
ol polliilum have seiious adveise cllects 
on hoth human health and naiiiial env non 
ment A leicnt slucly (Btaiulon and 
Homman l‘>')S] eslimates (lu lualthcosis 
ol uihan an pollution m India it about 
US $ I I billion (Rs *>12 note) a ye,. 

I stiniaiis indii itc that health incidences 
.uul the c oiicspondnie costs ol an pollu 
non in India .iic the highest in Delhi 

Vaiious .iciivilies/seclois such .is m 
dusliv including thermal pivwei pi ints 
li inspoit ind house holds contribute to in 
pollution in vaiying piopoiiions depend 
ingonthc degicc/compositionol niotoiis 
.ition dcnsiiv/tvpc ol industiv pic sent 
•ind the loim ol eneigy prc'dommantly 
used While a wide lange ol policies can 
be and aie .ipplicci to conliollmg Ihe pio 
blem ol an pollulion, in this paper we 
locus on Ihe liscal policy options loi 
contiolling Ihe vehicular air pollution m 
Delhi as Ihe li.uisporl sector is the laigest 
coniiibuior lo an pollution in this city 

II 

Air Pollution in Delhi 

The ma)oi sources ol air pollution m 
Delhi aie moioi vehicles Iheimalpowci 
pl.ints .uid Ihe mdiistiy I he conliibution 
ol dilleient sectors to the daily emissions 
of the common air pollutants like caibon 
monoxide (CO) nitrogen oxides (NO^) 
sulphur dioxide (SO.,) and hydrocarbons 
(H(') IS estimated at about 64 percent I lom 
vehicles, 16 per cent trom thermal powei 
gcneiation plants and 12 pei cent Irom 


industiy (CPCB l‘>‘>‘5| What is moie 
alaiming is the rapid growth in the sh.irc 
olemissionstiomihelianspoiiseclorsince 
1970 71 I urthei the tianspoil sector is 
I ‘sponsible lor 97 pei cent ol H(' 76 pei 
cent ol C'O and t8 per cent ol NO^ 
c missions into the atmosphere 

Tk wspoRi Si ( loK 

Di Ihi h IS witnessed .i phenomenal rise 
in popukilion dming the past two dc'c .idc s 
bom 40 6 l.ikh III 1970 71 lo 9t 7 l.ikh 
III 1991 ronsccjuenllv Ihe citv h.is ex 
p.inded III terms ol geogtaphical liinils As 
Ihe transpoii network has been piedomi 
•i.intlv lo.id based in Delhi there has been 
considerable growth in load length and 
motor vehicles during the above peiiod 
Ihe giowih in Ihe number ol moloi ve 
hides h.is, however, been nioie i.ipid than 
Ihe giowth ol both road 'engih and popu 
l.ilioii (I able I) 

Hieli I’lovvlh 111 Ihe nunibei ol motcu 
vi hides has coiilributc'd to inciease m an 
pollulion in iwo ways (i) lapid gtowlh in 
iiumbei ol vehicles has resulted in in 
cicased luel consumption Ic'ading lo in 
clease 111 emissions, and (ii) growth in 
vehicle density (number ol vehicles per 
km load length) has caused toad conges 
lion Ic'ading to incieased luel consunip 
lion .ind pollulani emissions 

The nia|oi pollutants emitted by motor 
vehicles include(’() NO, sulphur oxides 


(S(J,), HC, lead (Pb) and suspended paiti- 
cuhitemattei(SPM) 'Ihesefvollutantsh.ive 
damaging effects on both human health 
and ecology T.ibic 2 lists the hazards 
effected by motor vehicle emissions 1 he 
human health ellects of an pollution vary 
m degrees of seventy coveiing a range 
of minor ellects to serious illnesses as 
well as piemature deaths in ceitain cases 
Mc'stol the conventional air pollutants are 
believed to diiectly ailed Ihe lespn.itoiy 
and cardio vasciilai systems in paiticti 
lai high levels ol SO, .ind SPM aie .is 
sociaietl with increased moitality nior 
bidity and impaiied piilmonarv lunclion 
I e.id pievents haemoglobin synthesis m 
led blood cells in Ihe bone inaiiow iin 
pans livei and kidney lunclion and causes 
neuiological damage 
Ihe magnitude ol emission ol vaiious 
pollutants Irom Ihe tiansport sector has a 
direct lelationship with the iiiimbci and 
composition ol vehicle lleet technology 
ol vehicles, type ol fuel used, us.tge and 
maintenance ol vehicles, li.il lie How, road 
conditions teii.iin,etc Inordertoidentily 
the light approaches and instiumcnis lo 
contiol vehicul.ii emissions it is impor¬ 
tant to understand this relationship 
During 1971 96 iheie has been nearly 
thirteen lold use in the total nunihei ol 
vehicles As ol 1996 iheie were more 
than 26 lakh motor vehicles m Delhi 
liable H 



Tabu 1 Pom vims 

Ki 1 ISO Ki i> Moiok Vi hk us 

\M> KuM> 1 IMi 

illl IN I)U HI 

V L 11 

Populaliun 

No ol Motor Vehicles 

Ko id 1 cngili 

Vehicle Ocnsily 


(Lakh) 

Registered (1 akhi 

(Kltl!i) 

(No/kni) 

'970 71 

40 66 

2 04 

8241 

24 7S 

I9«() SI 

62 20 

S t6 

14416 

47 44 

1990 91 

94 70 

18 n 

2IS64 

84 08 

I99S 96 


26 29 



hum ill K 

f c (per cent) 




1971 «1 

% 44 

It) If 

S 69 


1981 91 

4 18 

12 96 

4 18 


1971 91 

1 26 

11 S4 

4 94 



Siiuiic Dilhi 'iUiliUiuil Hanil Bimk GovciiiiiienI ol IX’lhi MiUni liuiniinil Shili\lii\ of 

/ik/ki (1991 9y) Minisliy ol Surlacc Ti.uisporl 199) and SMnti I’a/u i on \ii I’olliiiioii m 
Delhi (lovciniiicnl of India 
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Tabij; 2: Health and Ecolooical Effect^ of Aw Pollution 


■■ .. eiiiwfTriiili ^ we find 

ygrowlh in private passenger vehi- 
/is been higher than the growth in 
punne vehicles. A large number of private 
vehicle.s are two-wheelers (about two- 
ihirds of the total number of vehicles) 
lollowed by cars and jeeps (about 24 per 
cent of total number of vehicles). Further, 
the average annual growth in passenger 
vehicles is higher at 10.98 per cent v/a- 
a-vis growth in diesel driven vehicles 
(9.05 per cent), during the period 1971 
to 1995 (Table 4). Among the petrol 
driven vehicles, growth in number of two- 
wheelers is the highest (11.89 per cent) 
followed by cars and jeeps (9.72 percent). 
Among diesel driven vehicles, bu.ses have 
grown at a higher rate, vii-a-vis other 
vehicles. In addition, a large number of 
vehicles come and/or pass through the city 
of Delhi every day thus adding to air 
pollution. 

ENVIRONMh.NIAI CtlARACIl RlSrK S Of 
VhlIKT 1; Fl.li-.l 

Information on environmental charac¬ 
teristics can be a goixi guide in designing 
appropriate instruments for pollution 
control as well as in making a choice of 
sectors for greater focus. It was noted 
earlier, that emission characteristics of 
transport vehicles depend on the techno¬ 
logy, type of fuel, usage and maintenance 
of vehicles, operating conditions (speed, 
congestion), etc. However, data on emis¬ 
sion characteristics of motor vehicle lleet 
in Delhi or any other city/state in India 
is nut available. In this paper, emission 
rates observed for the vehicle fleet in US 
and Mexico city have been used as reason¬ 
able approximation to examine the emis¬ 
sions of vehicle fleet in Delhi. It should 
he mentioned that the emission rates of 
the vehicle licet in Delhi will be higher 
than the emission rates for the US vehicle 
fleet on account of older vehicle fleet,' 
use of inferior fuel.' pour maintenance 
of vchiclcji. inferior roads, road conges¬ 
tion, and pixir enforoement of emission 
standards 

Table 5 presents emission rate per 
vehicle-kilometre for different types of 
vehicles. From the data presented in 
Table 5 the following observations can be 
made: 

- Petrol (gasoline) driven vehicles have 
substantially higher emission rates vis-a- 
vis diesel driven vehicles in respect of CO. 

- Emi.ssion rates of NO,,. SO^ and SPM 
are significantly higher in the case of 
diesel driven vehicles vis-a-vis petrol 
vehicles. 


Pollulanis EffccLs on Human Health Effects on the Natural 

Environment 


Carbon Can affect the cardio-vascular system, exacerbating 

inonuxulc (CO) cardio-vascular disease symptoms, particularly 
angina: may also particularly affect foetuses, 
sickle cell anaemics and young children; Can 
affect ihe central nervous system, impairing 
physical co-ordination, vision and judgment, 
creating nausea and headaches, reducing 
worker productivity and increasing personal 
discomfort. 


Niirogcn 
oxides (NO,) 


.Sulphur 
oxide.s (SO,) 


Nitrogen dioxide (NO 2 ) can affect the 
respiratory system. Nitrogen monoxide (NO) 
and nitrogen dioxide (NO 2 ). where they play a 
part in pholochcmical smog tormalion. may 
indirectly increase susceptibilily to infections, 
pulmonary disease, impairment of lung function 
and eye, nose and throat imtations. 

Sulphur dioxide (SO 2 ) can affect lung function 


NO and NO 2 can 
contribute significanlly to 
acid deposition, damaging 
aquatic ecosystems and 
other ecosystems suob as 
forests; NO, can also have 
afertilising effect on forests. 

Sulphur oxides can 
contribute significantly to 
acid deposition impairing 
aquatic and forest 
ecosystems Sulphates can 
affect the perception of the 
environment by reducing 
visibility even at low 
concentrations 


Particulate matter Pine particulate matter may be toxic in itself or 
(SPM and KPMki) may carry loxic (including carcinogenic) 

(race substances, and can alter Ihe immune 
system. Fine particulate can penetrate deep 
into the respiratory system iiritating lung 
tissue and causing long-term dusorders 

I.cud Can cause brain damage, encephalopathy in 

children resulting in lower IQ. death, 
hyperactivity and reduced ability to 
concentrate. 


Fine particulate can 
significantly reduce 
visibility High dust and 
soot levels arc associated 
with a general perception 
of dirtiness ol the 
environment. 


Soune- Houghton and Hunter (1994) and Prabhu (1997) 

Table .f; Regisitred Motor Vehicles in Dii hi 


(in lakhs) 


('alegory 

1971 

I98.S 

1990 

1995 

1996 

Car/jeep/sl wagon (petrol dnven) 

0.62 

1.57 

3.45 

5 75 

6 33 

Scooler/Motorcycle (petrol driven) 

1 09 

5 89 

11.13 

16.17 

17 43 

3-wheeler (petrol driven) 

0.11 

0 30 

0.59 

0.75 

0.79 

Taxi (mostly diesel) 

0 04 

0.08 

0 09 

0 12 

0 13 

Bu.scs (diesel driven) 

0 03 

0.14 

0.18 

0 26 

0 28 

Goods vehicles (diesel driven) 

0 1.3 

0.52 

0.92 

1 20 

1.33 

Total 

2.04 

8.40 

I6..36 

24.25 

26 29 


Source Mhi Statistical Hand Bank (1993); Motor Transport Statistics of India (1993); and White 
Paper on Air Pollution in Delhi, Government of India. 


Table 4 Vemicuijsr PowiLA-noN in Dei.hi: Proetle of Growth Rates 


Category 

1971-85 

1985-90 

1990-95 

1971-95 

Car/|eep/st wagon (petrol driven) 

6 86 

17.05 

10.76 

9.72 

.Scooler/Motorcycle (petrol dnven) 

12.66 

13.96 

7 76 

11.89 

3-wheeler (petrol driven) 

7.43 

14.48 

4.92 

8..32 

Taxi (mostly diesel) 

5.07 

2.38 

5.92 

4.68 

Buses (diesel driven) 

11.63 

5.15 

7.63 

9.41 

Goods vehicles (diesel driven) 

9.28 

12.09 

5 46 

9.05 

Total vehicles 

10.63 

14.26 

8.19 

10.86 

Peinil-diiven vehicles (total) 

10.81 

14.64 

8..37 

11.08 

Diesel-driven vehicles (total) 

9.05 

9.97 

5.83 

8.56 

Passenger vehicles (total) 

10.73 

14,40 

8.34 

10.98 

Goods vehicles (total) 

9.28 

12.09 

5.46 

9.05 


Souice' Delhi Statistical Hand Book (Wi'i); Motor Transport Statistics of India (1993); and White 
Paper on Air Pollution in Delhi, Government of India. 
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- HC is emitted more by thc*two-siroke 
engine petrol driven motor cycles fol¬ 
lowed by large diesel buses. 

- In terms of total emi.ssions, targe bases 
and trucks are most polluting followed by 
cars and two-stroke engine vehicles. 

Ba.sed on the above observations and 
the data presented in Table it can be 
inferred that about 70 percent of the total 
vehicles in Delhi are of the most polluting 
kind, that is. two-stroke engine two- and 
three-wheelers, in terms of emissions of 
HC Over 93 per cent ol total vehicles 
(including the two-stroke engine vehicles) 
are the most polluting kind in terms of CO 
emissions. While emission of lead can be 
attributed entirely to petrol vehicles, die- 
•scl vehicles which constituted 7 per cent 
of total vehicles in 199.5 are mainly re¬ 
sponsible for emissions of .SO^, NO^ and 
particulate matter However, if we look at 
the total emissions in grams per vehicle- 
kilometre. we find that large buses arc the 
biggest polluters followed by heavy duty 
diesel vehicles, passenger cars and motor¬ 
cycles. This IS supported by the statistics 
lor Delhi given in Table b. 

However, since the number ol petrol 
vehicles is higheri'i.v-«-i7'.i diesel vehicles, 
contribution ol petrol vehicles to atmo¬ 
spheric pollution is higher. Among all 
types ol vehicles, the contribution of 
iwo-wheelcrs to air pollution is highest 
owing to their high number in the vehicle 
licet in Delhi. If wc look at the emission 
characteristics ol passenger vehicles per 
pa.ssenger kin (Table 7). the ranking ol 
pas.senger vehicles m terms ol emissions 
IS reversed with two-wheelers as the 
highest polluting, lollowed by cars and 
buses. 


Trm 1 ic Flow 

Conge,slion. poor quality roads, loo 
many Iraltic lights affect the tralfic How 
adversely. Poor traffic How causes Ire- 
quenl speed cycle changes which increase 
the average emission rates significantly. 
According to an estimate by ('RRI, vehi¬ 
cles consume as much as 20 per cent 
extra fuel owing to constraints in traffic 
movement. It has been estimated that 
during idling, cruising and deceleration, 
the weight of particulates per cubic metre 
of exhaust gases is 25 to 50 times higher 
in the case of diesel vehicles. However, 
during acceleration this increases by 500 
to 800 per cent above the average value 
for petrol engine fCSE 1996]. The mag¬ 
nitude of pollutants emitted from automo¬ 
biles and heavy vehicles under diff^nt 
driving modes in the US is presents in 


‘I'able S; Emissions from Diiterent Tyks of Vehicles 

(Per km) 


Type of Vehicle 

Fuel Ty 

pe 


Emission in Grams 



CO 

HC 

NO, 

SO, 

Aldehydes PM 

Total 

Motorcycle 









2-siroke engine 

Gasoline 17.00 

9.90 

0.075 

0.024 

0.068 

0.21 

27.277 

4-siroke engine 

Gasoline 20.(X) 

2..39 

0.1.59 

0.014 

0.029 

0.029 

22.621 

Passenger cor 

Gasoline 







Low speed (30 km/hr) 

33 66 

2.63 

1.05 

021 

- 

0.33 

,37 88 

High speed (60 km/hr) 

18 75 

1 II 

0 75 

0 11 

- 

- 

20.72 

Light duty truck 

Diesel 

I.IO 

0 28 

0.99 

0.45 

- 

- 

2.82 

Large bus 

Diesel 








Low spued 


7 66 

5..50 

12.37 

15.27 

- 

0.75 

41.55 

High speed 


6.77 

4 76 

11.61 

II..55 

- 

- 

34.69 

Heavy duty vehicle 

Diesel 

12 70 

2.10 

21.00 

I..50 

0.20 

0.75 

38 25 

Smin e Fair et al (1990). 









Tabu 6' Vehicif Emission Inveniory for Delhi 



Vear/Vchicle Type 



Pollutant (TonnesA'ear) 




CO 

HC 

NO. 

SO, 

Ph 

SPM 

Total Ernkssion 







Pollutant 

Per 








Vehicle* 

1981 82 









2-wheelcrs 

17067 

10651 

- 

NA 

NA 

- 

- 


^-whcelcis 

4,371 

2730 

- 

NA 

NA 

- 



r .irs/|ccps 

2.S224 

5282 

1648 

NA 

NA 

- 



3 axis 

27.‘)6 

491 

180 

NA 

NA 

. 



(!u.suline vehicles 

49418 

191.54 

1828 

226 

24 5 

- 

- 


Diesel vehicles 

8482 

3285 

16035 

5580 

- 

528 



Total 

.S79<K) 

22439 

17863 

5806 

24.5 

528 



I98.V84 









2-w heelers 

23704 

14793 

- 

NA 

NA 

- 



t-whcclers 

.5639 

3522 


NA 

NA 

- 



Cars/jeeps 

25402 

5319 

1660 

NA 

NA 

- 

- 


Taxis 

2819 

.500 

184 

NA 

NA 

- 

- 


(ja.soline vehicles 

57564 

24134 

1844 

274 

30.1 

637 

- 


Diesel vehicles 

10225 

3960 

19333 

6727 


637 

- 

- 

Total 

67789 

28094 

21177 

7(K)1 

30 1 

637 



1991 92 









2-wheelcrs 

57025 

35588 

- 

NA 

NA 

- 

92613 

0.08 

3-wheelers 

13464 

8109 

- 

NA 

NA 

- 

21573 

0.37 

C.vs/|eeps 

29937 

6269 

Hi56 

NA 

NA 


38162 

0.11 

Tasis 

.3485 

615 

22;. 

NA 

NA 

- 

4328 

0 36 

Gu.suline vehicles 

10.3911 

50881 

2184 

486 

53.2 

- I.575I5 2 

0.10 

Diesel vehicles 

16438 

6351 

31019 

11306 

- 1071 

66185 

0..56 

Total 

120.349 

57232 

33203 

11792 

53 2 1071 223700.2 

0 14 

Note * C'umputed by dividing total emissions with the number of vehicles as of 1990 


Sonne- ('RRI (1991) 









Tabu 7 Emissions from Dii ferfni Typfsof Vmints 









(Per passenitcr-hu) 

1 ype of Vehicle 

Fuel Type 


Emission in Grams 





CO 

^C 


—SOT 

Aldehydes PM 

Motorcycle 

Gasoline 








2-slroke engine 



8.5 

5 6 

0.037 

0.012 

0.034 

0 II 

4-stroke engine 



10.0 

1.19 

0 08 

0.007 

0.015 

0 015 

Passenger car 

Gasoline 








Low speed 



8.42 

0 66 

0 27 

0.05 

- 

0 83 

High speed 



4.69 

0.27 

0 19 

0025 

- 

- 

L<irge buses 

Diesel 








Low speed 



0 19 

0.14 

0.31 

0.38 

- 

- 

High speed 



0.17 

0.12 

0.29 

0 29 

- 

0.02 


Notes: I Emission values based on emission factors in Tabic .^. 

2 Average motorcycle occupancy assumed as 2. 

3 Average passenger car occupancy assumed os 4. 

4 Average large bus occupancy assumed os 40. 
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/ « anu y. rcsfccfivcly. The main 
^hat emerge from these tables arc 
below. 

- emissions of CO and HC decrease by 
about 50 per cent with increase in cruise 
speed from 15 mph to 60 mph; 

- emi.ssions of CO, and NO, increase by 
7.2 percent and 700 percent, respectively, 
with increase in crui.se speed from 15 mph 
to 60 mph: 

-emissions ol HC. CO, and NO, decrease 
while those ol CO increase with decelera¬ 
tion: 

- emissions ol HC. CO,, CO and NO, 
increase manifold with acceleration; and 
- amount ol emissions Irom heavy 
vehicles also changes with the driving 
mode 

Clearly, poor traffic How contributes 
signillcatilly to the problem of air pollu¬ 
tion and no discussion on controlling 
vehicular pollution can afford to ignore 
this. A study by TLRI (iy‘f3) suggests 
three options to improve Delhi's trailic 
problem and hence air pollution levels. 
First, iinprovemeni in the vehicular speed 
Irom an aveiage of 20 km/hr to 40 km/hr. 
This will reduce emissions ol TSP. SO,. 
NO,. ('(). HC and lead by 43,38.35.16 .1 
17.and 15 percent, a'spectively. Second. 
incrca.se in the number ol diesel bu.scs ' 
It is estimated that this will result in re¬ 
duction of CO and HC by 19 percent each, 
and lead by 24 per cent. Third, introduc¬ 
tion ol Mass Rail Transport Sy.stem 
(MRTS) which caters to 25 per cent of the 
total demand by 2010 would bring about 
reduction in CO. HC, NO,. TSP and SO, 
by 25 per cent, while lead would come 
down by 23 per cent 
These options basically point to the need 
tor policies to induce shifts to more cf- 
licient transportation mtxJes which would 
result in leducmg energy consumption per 
pas.senget as also emi.ssions. 

Ill 

Policy Instruments to Control 
Vehicular Pollution 

The piovious sections provided a dis¬ 
cussion and evidence of the main causes, 
major sources and costs of vehicular 
pollution in Delhi. This section discusses 
the various approaches of containing 
vehicular pollution. Air pollution or atmo¬ 
spheric pollution IS the result of ovcnisc 
of atmosphere by some economic agents 
mainly because of the absence or inad¬ 
equate pricing of this environmental re¬ 
source. This imposes costs on other 
memt^ ol .scKiety. From an economic 


point of view, the environmental policy 
should ensure that the external costs of 
pollution are adequately imputed to the 
sources of pollution. 

The policies adopted for controlling 
vehicular pollution can be broadly divided 
into economic approaches (market-based 
incentives) and command and control 
(CAC) strategics. These policies can be 
dirceted at three broad a.spects of vehicu- 


(Table 10). It can be seen from Table 1C 
that economic instruments comprise a wide 
range of instruments from the traditiona 
ones, such as, pollution taxes and tradable 
permits to input taxes, product charges, 
and differential tax rates. Economic in¬ 
struments work through the market ant 
alter the behaviour of economic agents by 
changing the nature of the incentives ant 
disincentives these agents face. In India, 


lar pollution problem, namely, vehicle so tar there has been an overwhelming 
(technology), fuel used and traffic reliance on the CAC measures listed in 

Tabu H MAONiniM -of PouiirANTS Ginfratfo by Automobills undf.r Diffhklnt 

Oriving Modes in US 

(In puny pel imllitin) 

Driviii)! Mode 

Hydrocarbons 

(HC) 

Carbon Monoxide 
(CO) 

Carbon Dioxide 
(CO 2 ) 

Oxides of Nitrogen 
(NO,) 

Idling 

1 14 

16 19 

68 15 

Oil 

AcLelcraling 





(1-15 mph 

516 (K) 

2.997 00 

10.928 00 

62.(K) 

O-tO mph 

757 (K) 

1,771 (K) 

19.118.00 

21200 

( ruising 





15 mph 

5 II 

67 16 

174 21 

0 75 

to mph 

2 99 

10 02 

121 0.1 

2 00 

45 mph 

2 90 

27 79 

155 .55 

421 

Ml mph 

2 85 

28 50 

401.60 

6 15 

Deccicraimg 





15-0 mph 

144 00 

1.902 (K) 

5.241 00 

21 00 

10-0 mph 

151 (M) 

1.190 00 

6.1 II 00 

41 (X) 


Slum e Bclloinu and Lift (19X4) 


Tabu 9 Rtpursi ntativp Composiiion or Exhaust Cashs from Hlavs VEiiin,HS 

(III ppm hy 1 iiliiine) 


■‘ollutant 

Idling 

Accelerating 

Cruising 

Decelerating 

Gasoline engine 

Carbon monoxide 

69.(88) 

29.000 

27.000 

19.000 

Hydrocarbons 

5.1(8) 

1,600 

1.(88) 

10.(88) 

Nitrogen oxides 

10 

1.020 

650 

20 

Aldehydes 

10 

20 

10 

290 

Diesel engine 

Carbon monoxide 

Trace 

1,000 

Trace 

Trace 

Hydrocarbons 

400 

2(8) 

100 

100 

Nitrogen oxides 

60 

150 

240 

10 

Aldehydes 

10 

20 

to 

10 


Siiiiiie Holdgate el al (1982) 


Tabu-. !()■ Pouev Insibumpnis to Conthoi Environmental Impacts of Motor Vfhiclfs 



Market-based Incenlives 

Command-and-Control Regulations 


Direct Indirect 

Direct 

Indirect 

Vehicle 

• EinLssions • Tradable permits 

• Emissions 

• Compulsory inspection 


fees • Differential vehicle 

taxation 

* Tax allowances for 
new vehicles 

standards 

and maintenance of 
emissions control systems 

• Mandatory use of low 
polluting vehicles 

• Compulsory scrappage of 
old vehicles 

Fuel 

• Differential fuel 

• Fuel composition 

■ Fuel economy standards 


taxation 

• High fuel taxes 

• Pha.sing out of high 
polluting fuels 

• Speed limits 

Traffic 

• Congestion charges 

• Physical restraint 

• Restraints on vehicle use 


• Parking charges 

of traffic 

• Bus lanes and other 


* Subsidies for less 
polluting modes 

• Designated routes 

priorities 


Snurre- Cahajo (1991). 
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Tablf 11 Am i( AnnN np BroNOMir Instmjments in Various Countries 


Country Direct 


indtrect 


I 


Canada British Columbia introduced 

pentiii fees on pollutant emissions 
in I9V2 The fees are reduced il 
the actual emissions are less than 
the permitted emissions 

Aiistiia 


Bniain 


Ptiiland rnviroiimental taxes on cars 
dll leantiated on the basis o( whethi i 
or noi these wem equipped with a 
calalvlic coiiscrtoi 

Ciuimany Annual tax on motor vehicle not 
meeting the EU emission 
standards Rales ate ditteienlialcd 
by age ol the car 

fiieecc 


Japan 

Netherlands 

Singapore 

Sweden 

I'S 


Trance Aciclcraied depreciations allowed 

for clecltical vehicles 
US 

Koiea 


Hra/il 


Hungais New cars with catalytic convettois 
gel a discount ol rorint SOtXTO tioiii 
consiimpiion tax 

US 

Aiisiiali 1 
Denmark 
hiiilaiid 


Gttmanv 

Ireland 

Luxembourg 

Netherlands 


New Zealand 
Noiway 

Sweden 

Hungary 

Mexico 

Thailand 


Vehicles 


Environmental lax on car registration was introduced in 1992 This tax was based on the price 

ol new cars and its average petrol consumption 

VAT on new vehicles was reduced at the same tune 

Sales tax on new cars (17 S per cent) and annual vehicle excise duty 

Higher taxes on commercial vehicle sales, ownership (excise duty tosed on axles and weight) 

and use than on private cars 


Since 1990 exemption from the road surtax and initial lump sum tax for S years for new cars 
luted with a catalytic convertor subject to scrapping of old car About 7 lakh old cars were 
sciappcd 

1 ax deductions for cars with low emissions electric cars and cars on alternative fuels 
Lower sales tax on cars that compiled with EU standards 

Additional registration charge at ISO per cent since 1987 of the cost of the car to discourage 
ownership A rebate in tax is given if on old vehicle is scrapped simultaneously 
Vehicle taxes based on weight and environmental characteristics 

Subsidy on cars with catalytic convertors special tax on cars without catalytic consertors 
Higher excise tax (12 per cent) on trucks, annual use tax on heavy vehicles excise tax on 
lues weighing o\er 40 pounds a Gas Currier lax on automobiles with unsatisfactory fuel 
ccoiiomv ratings 


Non conformance charge on heavy vehicles and engines are based on the degree of non 
compliance 

Ininidticed environmental quantilv improvement charges in 1991 Besides other economic 
activities It coscred vehicles (buses and (rucks using diesel) The charge is computed by the 
puce of catalytic convertor 

Penalty system for violation of air pollution standards since 1981 Fines are arbitrary as the 
level of emission Inmi trucks is generally visually assessed Pines are related to frequency of 
violation rather than intensity oi toxicity of pollution 


Fuel 

1iadc in lead credits to phase out lead in gasoline in I982 87 

Petrol taxes were increa<^ Differential pneing for leaded and unleaded petrol was introduced 
in favour of the latter 

Fuel tax based on CD 2 content at combustion introduced in 1992 
Since the iiiid-l98()s differential lax on leaded and unleaded gasoline 
I ower lax on lead free petrol than on leaded petrol '>mce I986 
I ower excise duty on sulphur free diesel since 199 7 
Carbon tax on fuel since I994 

Duty differential between leaded and unleaded petrol ai the rate ol DM 0 lO per litre 
Higher excise duty on leaded petrol than on the unleaded petrol 

Higher excise duty and VAT rates on leaded petrol bv 2 7 per cent than on unleaded petrol 
Environmental charges on fuel since 1988 

Charges were revised in 1990 to include CDi component unleaded petrol was cheajier than 
leaded petrol 

Tax treatment in favour of unleaded jietrol us n-vir leaded petrol 
Fuel tax based on sulphur carbon and lead conienf 
COs lax since 1991 

Higli gasoline taxes Differential tax in favour of unleaded petrol 

System of tax rebate lor producers ol cleaner diesel fuel since 1991 

In 1992 a tax at the rate of 0 7 per cent of the price was introduced on motor vehicle fuels 

The revenue is earmarked for environmental expenditure relating to vehicular traffic 

Higher excise tax on leaded petrol than on unleaded variety 

A surtax on leaded gasoline to finance the subsidy on unleaded gasoline 


Traffic 

Norway in 1986 to control congestion the city of Bergen introduced toll for motorists entering the city 

between 6 am and 10 pm on weekdays 1 he rate is differentiated on the basis of loading 
capacity of vehicles The revenue so collected is used to finance the construction of by-passes 

Singapore Implemented a licence ticket scheme for entering some identified zones during peak hours 

Fine for non-corapliance was 10 times the licence pnee It helped reduce the traffic flow and 
thus pollution These zones also have higher parking fee 

Chile In 1990 the city allocated bus transit rights and auctioned routes based on fares and types of buses. 


Souuf\ Bergman 1994, Bernstein 1997,•Buchan 1994 Guha 1997 Hahn 1989, Henry 1990, Margulis 1994, McKay et al 1990 Oates 1994, 
O'Connor 1994, OECD 1994 I99S, Rhee 1994, Smith I99S, Tieienbcrg 1991 World Bank 1995 
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, ^>le. These are 

, -AlX)IMfcn tl) CON IROI. 

Vl-lllCl'l AR Pou UnON 

/rdcr lo rciluce vehicular pollution 
several measures have been taken. 

- Unleaded petrol and low sulphur die.sel 
(0.2.‘> per eenl) has been introduced. 
Unleaded petrol was introduceil in four 
major metropolitan cities in April IW** 
Tile rest ol the country is expected lo be 
covered by iinleatled petrol by AD 2(K)(). 
In peirol, there are many other pollutants, 
besides lead, lor which standards havi' 
been laid in many eoiintiies. In India, the 
Fuel (’ommiliee sei up by the Ministry >>1 
F.iivironmei'.i and Forests (MoEF) had 
suggested liiel standards which arc yet to 
be nolilied. Fuel standards in India, as 
recommemled by the Fuel C'ommiltee are 
far behind the luel standards ol some of 
the Furo|UMn countries. Moreover, there 
are no standards for ‘air toxins' like 
benzene, olefins and other aromatics. .Since 
new relineries coming up m India arc all 
ba.sed on the old technology, there is little 
hope in respect of tmproved fuel quality 
at least in the near future. 

Compressed natural gas (CNG), a cheap 
and clean luel. was itUroduced as an al- 
ternalive tn Delhi. Mumbai and Baroda 
By nxingaC'NG kit, gasoline vehicles can 
be converted toCNG vehicles. Inadequate 
.supply ol CNG has al fecled its acceptance 
among con.sumeis Supply of CNG on a 
large scale implies huge expenditures 
Owing to the gaseous nature ol CNG ami 
being a non-renewable resource, doubts 
have been lai.sed regarding its worth in 
terms ol the expenditures involved in 
procuring adequate supplies of the same. 

Kmission norms for all categories ol 
petrol and diesel vehicles at the iiianufac- 
turing stage have been introduced. The 
mass cmi.ssion standards for the vehicle 
manutacturers came into force in April 
1991. These were further revised for 
enforcement m 1996 and subsequently in 
the year 2(K)0. Mass emission standards 
refer lo gm/km ol pollutants emitted by 
the vehicles during mass emission tests 
conducted under specilled driving condi¬ 
tions. It is contended that the targets set 
for 1996 are so low that over 60 per cent 
of the vehicles in India arc already within 
lhc.se standards and that these standards 
will not provide sufficient inducement for 
impmvement in technology, more so in 
view of the fact that 10 to 20 per cent 
relaxation in standard.s is allowed during 
the conformity of production tc.sts (CSE 


1996|. This points to the need to lay down 
appropriate norms keeping in view the 
magnitude of the problem. 

- Pre-mixed fuel (petrol and oil mixture) 
lor the use of two-stroke vehicles has been 
introduced for sale at limited petrol sta¬ 
tions. 

- PcMir maintenance of vehicles adversely 
affects their emission efficiency. The role 
of maintenance in combating vehicular 
podulion was reflected in government 
policy for the first time in 1989 which 
made the certificate of (nness mandatory 
lor registration of publu and commercial 
vehicles and tor personal vehicles older 
than I years, fhe 1990 vehicular emis¬ 
sion odes required all motor vehicles to 
comply with the laid down emission .stan¬ 
dards It is mandatory for every motor 
vehicle tooblain a certificate ol pollution 
under control (PUC). Validity of this 
certificate has no’v been reduced from six 
months to ihre months. Only a sub-in¬ 
spector of police or an inspector of motoi 
vehicles is empowered to measure emis¬ 
sion levels. 

.Statistics maintained by the enforce- 
nietu agencies in Delhi show that during 
the years 1991-92 to 199.1-94, each year 
nioicihan 1.15 lakh vehicles were checked 
Of these, more than 80 per cent vehicles 
were found fit. This .suggests that air 
pollution due to poor maintenance is no 
big is.sue in Delhi. However, these figures 
differ with the figures of Automobile 
A.s.sociation ol I ipper India (A AUI) which 
reveal that more than 50 per cent ol vehicles 
in Delhi in May 1995, failed to comply 
with the prescribed standards. What is 
more alamiing is that nearly 44 per cent 
ol the new vehicles checked were found 
to be not in compliance with the standards 
1'his shows that these legislations have 
tailed to make an impact on vehicular 
pollution. 

Improvements in traffic management. 

- .Steps to check fuel adulteration. 

Monetary fines tor violating cmis 
sion standard.s. Fines are fixed charges 
rather than related to the extent of viola¬ 
tion 

From the discussion above it can be 
cle.iily seen that with the exception of 
pen.iliv lor non-compliance with the 
emission standaids, economic in.struments 
arc lacking in the policies adopted for 
vehicular pollution control in India. At 
the same lime, however, the economic 
instruments have been implemented in 
both the developed and developing 
countries and their use has been on the 
increase. 


Economic Insi.ki vients: Other 
COIINTRILS ExPERIENCI 

Table 10 provides an overview of the 
application of economic iaslruments across 
developed and developing countries. The 
following main points emerge from the 
table above. 

(i) The strategics resorted to by other 
countries to control vchiculat pollution 
mainly comprised policies to; 

- induce shifts to more efficient trans¬ 
portation modes. As part of the efforts to 
promote this policy, disincentives, such 
as. introduction of environmental tax. in¬ 
creased excise and sales tax, and re'|;istra- 
tion and parking tee, have been introduced; 

- cncou’age use of new technology and 
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phase out of old vehicles^ differential 
vehicle taxation, tax allowances on 
purchase of new vehicles provided old 
vehicles are scrapped, environmental taxes 
on vehicles not meeting the prescribed 
standards (differentiated on the basis of 
whether or not these equipped with a 
catalytic convertor), and penalty for vio¬ 
lation ot air pollution standards; and 
- induce production and use of cleaner 
lucis: lower taxes on cleaner fuels and tax 
incentives lor producers ofclcancr fuel. 

(ii) Vehicular pollution control, in al¬ 
most all countries, started with a CA(’ 
strategy, and over time was supplemented 
with economic instruments. 

(iii) Ingeneral, indirect instruments have 
been used extensively than direct instru¬ 
ment. 

(iv) Within indirect instruments, poli¬ 
cies directed at vehicle technology and 
fuel have found extensive application. 

The critical state of atmospheric pollu¬ 
tion in Delhi is a clear indication that 
policies currently in use have failed to 
make the desired impact and it is impor¬ 
tant to implement economic instruments 
and improve enlorcement. 

According to ati estimate "50 per cent 
ot the problem of vehicular emissions is 
due to bad vehicular technology, 20 per 
cent due to poor maintenance and pOtir 
road conditions, and .fO per cent of the 
the problem is caused by bad fuel qua¬ 
lity" ICSF. 1006). Clearly, a mix ol instru¬ 
ments Iodising directly on the quantity 
and quality of transport is needed. The 
former is concerned with controlling the 
number of vehicles whereas the latter 
relates to the nature of the vehicle licet 
relating, for in-stance, to environmental 
characteristics of vehicles, and fuel used. 
In practice, however, there is an inevitable 
overlap between the two sets of instru¬ 
ments. It is per-haps more useful, there¬ 
fore. to proviile re-commendations under 
three general headings namely, vehicle, 
tuel. and trallk. 

Vkiiicll 

- Emission standards at the manufacturing 
stage should be ba.sed on the magnitude 
of the problem re.sulting from poor tech¬ 
nology and realistic evaluation of the costs 
involved. 

- To promote sale of environmentally 
efficient vehicles - in terms of low emis¬ 
sions and fuel efficiency - lower rate of 
excise duty should be charged. 

- To encourage phasing out of old ve¬ 
hicles - a rebate on registration charges 
and sales tax should be allowed ^ on 


purchase of environmentally efficient 
vehicles if an old vehicle is being scrapped 
simultaneously. Loan for purchase of 
new vehicle should also be considered 
provided the old vehicle is sreapped. 

- Annual environmental tax on older 
vehicles and vehicles without catalytic 
convertors should be introduced. Tax 
should be based on the age, usage and 
engine .siice of the vehicles. 

- Discouragement of private vehicles 
should be accompanied by the supply of 
satisfactory public transport services, .such 
as. the mass rapid train system and public 
buses. 

Fuel 

- Fuel standards, forboth petrol and diesel, 
should be worked out in accordance with 
the magnitude of the pollution problem 
owing to the poor quality of fuel. Avail¬ 
ability of cleaner fuel should be ensured 
in all parts of the country. 

- Petrol and diesel prices should be 
rationalised to reflect their economic cost, 
'['his would encourage a shilt towards fuel 
ell icient vehicles and also act as a restraint 
in the u.se of private vehicles when there 
IS an alternative. 

- Differential pricing for leaded and 
unleaded petrol should be introduced in 
I jvour of the latter. Similarly, differen¬ 
tial pricing of diesel ba.scd on sulphur 
content should be adopted. Higher price 
of leaded petrol and high sulphur con¬ 
tent diesel should reflect the cost of 
roducing/removing lead and sulphur 
content from petrol and die.scl, respec¬ 
tively. 

Traffic 

- To reduce traffic How in particularly 
congested zones, a scheme of permits 
should be introduced. Parking in these 
/ones could also be charged at higher 
rates. 

- Differential parking fee should be levied 
according to the congestion characteris¬ 
tics of the area. 

- Heavy fines should be charged for 
unauthori.scd parking. 

Notes 

1 According to a study (Pendokur l988],aniajor 
portion of the vehicle llcci in India is older 
than ten years. 

2 Large number of vehicles use petrol which 
has lead content higher than international 
standards; similarly diesel has higher sulphur 
content. 

1 The assumption is that the increase in the 
number of diesel buses will mean decrease in 
the use of petrol dnven private transport. 
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Housing in New Suburbs of Indian Cities 


As Indian cities continue to expand at a seemingly inexorable pace in terms 
of population growth and physical settlement on the land, it is useful to 
obtain an insight into the mechanisms through which various siKial 
strata in the rapidly growing urban community are meeting their needs 
for housing, physical infrastructure and a good quality of life. Findings 
from a study in Kothrud, a rapidly expanding suburb of Pune. 2919 
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Intcrndtional financial (and political) leadership is called for that would 
drive towards greater global financial co-ordination, debate new institutional 
urrangemenLs and rules governing capital flows and encourage diversity 
in matters affecting currency, bond and stock markets. At the very least, 
innovative ideas are required quickly on the appropriate institutional forms 
for regulating speculative activity and on the rules and mechani.sms for 
enforcing on speculators the requirement to disclose their positions. 2929 

New African-American Middle Class in US 

Tlie perilous situation for African-Aniericans in the US in today’s post- 
mdu.strial society suggests that the ctmccnis ot the old black bourgeoisie 
- to combat discrimination and uplift the race as a whole - are not too 
distant from the issues facing the new African-American middle 
class in the 1^90s. 2933 

Freire’s Legacy 

Paulo Frcirc’s ma|or contribution to progressive educational theory lay 
in his attempt to introduce ‘oppression’ as a basic variable in the model 
of human society that education had to deal with. Opprc.ssiun is the 
connecting theme of all his works. 2912 


Trade Tariffs 

Kndcrslanding the link between 
published laiitf rates and realised 
rates is important as economics 
liberalise trade and have to deal 
with potential revenue shortfalls it 
the published and realised ratc.s 
exhibit independent idiosyncratic 
hchaviuui. It IS difficult In calcul.ite 
the actual implications ot chnni:e.> in 
the publi.shcd taiilf rates A siud> 
using Indian inter-industry 
manufa cturing sec tor data. 29J9 

Mistimed Reform 

In an enviionmem where the credit 
dell very .system is choked, the tightening 
of prudential norms altctr.j)tc*d by the 
Reserve Bank in its latest credit policy 
siatcmcm is likely to further damage 
the process of credit supply, especially 
fur medium and small industries 
and the informal sector. _ 2890 

Telecom Pricing 

The two basic concerns in the pricing 
of telecom services in India are to 
eliminate subsidies and to encourage 
the use of modem technology. The 
Telecom Regulatory Authority’s 
recently published discussion paper 
IS a commendable effort to generate 
a public debate, tor the first time 
perhaps, on these issues. 2897 


Cauvery Dispute 

The resolution of the Cauvery 
dispute ultimately rests on viewing 
the problem as one of resource 
management. Tamil Nadu appears to 
have effected this paradigm .shift, 
prompted no doubt by the early 
success of its project to restore and 
maintain the irrigation network 
in th e nver delta. _ 2900 

Arrested Transition 

The pioblcm Pakisian'.s ruling 
chic has not comprehended, much 
less appeared to have any clue 
how to resolve, is that of making 
the long overdue transition from a 
state dependent on the west’s 
largess in the circumstances of 
the cold war to a self-respecting 
country able to stand on its 
own feet in a global free 
market environment. _ 2909 

In a Shambles 

Reluctance to mobilise resources 
and failure to control administrative 
expenditure have reduced the 
UP government's finances to a 
shambles, with a precipitate 
decline in the .share of 
developmental and capital 
outlay.s. 2901 


LETTERS TO EDITOR 


Baseless Allegations 

THE .statcmeni.s of the chief minister of 
(lUjarat. Keshubhai Patel and the titiion 
textiles minister Kashiram Rana opposing! 
the visit of team of the World ('oinmission 
ol Dams (WCD) to India lor the public 
hearing arc outrageous and bra/.enly 
undemocratic. The allegations ol the chief 
minister Patel that the WCl) i.s “the west- 
dominated body and a sell-appointed group 
of individuals ripposed to large dams” is 
a most iriesponsibic insinuation about the 
distinguished international team drawn 
from Africa, Asia, Australia, Europe, North 
and South America. 

The WCD IS an independent international 
commission comprising representatives 
from governments, civil .siKiety, the pn vale 
sector and iniernational organisations. The 
guiding principles of the W(T) are open¬ 
ness, iranspaiency and accessibility. The 
key objectives ol the commission arc “to 
conduct a global review ol the development 
eftectiveness of large dams; formulate an 
options assessments and decision-making 
f ramework loi the sustainable management 
ofwateraiuleiieigy lesounes.and propose 
a .set of intenialionaliy accepted criteria 
and guidelines tor the planning, appraisal, 
design, construction, ojieration, monitoring 
and decommissioning of large dams" The 
attempt to paint the commission's an anti- 
dam lobby is totally baseless. On the 
contrary the lobby of the pro-dam politi¬ 
cians and engineers seems to have a vesteil 
interest in suppressing facts and hence it 
i.s crying wolf now. the WCl) mandate 
unequivocally slates that the commission's 
work will he ol an advisory nature and not 
investigatory in the sense of judicial 
commissions. Therefore, neither Gujarat 
noi any other slate or country has any 
reason to presume that its interests will be 
jeopardised. Well, if facts and issues be¬ 
coming public IS anathema to the govein- 
menl then what t an wc say about such sell - 
righteous position? The Gujarat govern¬ 
ment says that the “public hearing and 
deliberations of this commission would 
create contusion, arouse public opinion 
and incite non-cixiperation Ironvihe aflec- 
ted people again.st large projccl.s”. This is 
precisely the problem - the government 
does not want the allecled |)eople to know 
the tiill tacts about their fate. 

This clearly shows that the Gujarat 
government wants to suppress facts and' 
is indulging in a mischievous and motivated 
vilirication campaign Do they know that 
this brings a bad name to a dcmcH.'iaiic 
country and its people? All right thinking 


people should condemn this biMirish and 
totally undenux'ratic attitude of the Gujarat 
government. 

M M Dfsarda 


Auiangabad 


Cholera in Adilabad 


ADIEABAD di.strict has witnc.s.sed the 
death of approximately 1,600 to 1,800 
people, mo.stly tribals due to outbreak ol 
c holera/gastro-enterilis between May and 
.September. Besides, about 16,000 to 
I ,(M),{XK) petiplc have been affected by the 
disi'asc. However, the district authorities 
have staled the death toll to be 398. This 
grave situation has been underplayed by 
a section of the press atfiliatcd to the 
present regime in the stale. The reason for 
eruption of the disease is E-Coli bacteria 
which polluted the drinking water in the 
hand pumps. .Seepage ol polluted surface 
water aggravated the spread of bacteria 
which made most ot the drinking water 
sources unsafe for the people. Tlie deaths 
due to cholera began in May. The excessive 
'iionsoon this year that hit the ilislrict 
worsened the problem. The early symp¬ 
toms showing attack ot cholera, vomiting, 
diarrhoea, and leg cramps were not taken 
seriously because, of lack of basic health 
amenities. People tiavcilcd from remote 
\ illagcs by bullock carts to primary health 
centres at mandal headquarters only to 
languish in the verandahs. The severely- 
allccted mandals are Narntxir, Indravelli, 
filnoor, Jainmx, .Sirpoor (II). Kerimcri, 
Venkidi. Kamana, Asilabad, Tiryani and 
Adilabad. Though the spread of the disease 
was conlli nied by the oHicc ot the director 


of health on August 28, neither the district 
administration, nor the state government 
has taken proper immediate relief opera¬ 
tions. The only efforts made so far by the 
district administration are surveying of the 
villages and setting upof emergency camps 
under the supervision of I'lDA project 
officer aijd joint collector of the di.strict. 
However, neither any financial relief to 
the families of the deceascd/affectcd nor 
a streamlining of the primary health care 
system has taken place. 

It i.s ironic that Andhra Pradesh, 'rushing 
into the 21st century', making a ‘techno¬ 
logical leap forward' is still plagued with 
endemic diseases which were eradicated 
long ago in other parts of the world. What 
is the U.SC ol information technology if it 
is of no use to assess the epidemic, com¬ 
municate information on ti me .so as to rush 
to Ih'c rescue of i he needy ? Is it not lopsided 
development that I lyderabad be converted 
into 'cyberabad' and backward regions 
and remote villages remain neglected of 
basic amenities. On the other hand the 
slate government’s response to the un¬ 
precedented fl«K)d situation in the coastal 
di.stricts has been iinmediale; why nen the 
.same respon.se in the ca.se of cholera deaths 
in Adilabad? We do not deny the damage 
caused by flood situation and the victims 
should get immediate relief but public' 
health problems should be treated as grave 
as the lloixls. We appeal everyone to react 
to the situation and write to the governor 
and the chief minister of Andhra Pradesh 
111 this regard. 

B Janaroiian Rao, E Rlvaihi and 
P Aniaiaii 

Warangal 
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After the Tragedy, Nothing? 


T he responsibility for the death of Nishant Bhardwaj 
must he laid s()uarely nut just on the Rajasthan University 
for Its inorilinate inclTiciency. but on the entire system ot 
higher education and on all constituents of the academic 
community, including the teachers and students, which has 
time and again proved totally ineffective in addressing - far 
worse, totally indifferent to - issues which vitally affect the 
lives of hundreds of thousands of the country’s youth year 
afterycai. Overthe dccailcs the system ol uni versity education 
has gradually, but very definitely, broken down, with little 
accountability at any level. The UGC which is supposed to 
be the apex authority for university education has failed to 
' exercise its powers to enforce minimal logulation and 
monitoring, generally on the plea that it docs not w'ant to 
interfere with university autonomy. According to news reports. 
It has little in I ormation on the state of at fairs i n the un i versi tics, 
on the discharge of academic wo<k or the standards of 
education The university administrations seldom care to 
submit even mandatory reports. Hardly suiprisingiy, the 
Rajasthan University had omitted to declare the results of 
examinations, ostensibly bccau.se of a strike by its non- 
teaching staff, as many as 50 of 61 posts of professors in 
the university arc vacant, if newspapei reports are to be 
believed; there has been no audit of accounts since iy90-9l, 
to which the state government’s le.sponse has been just to 
withhold grants to the university. To cap it all, it has needed 
a student of the university to kill himscll for the powers- 
that-be to bestir themselves to even appoint a vice-chancellor. 

'I’ragic beyond words though the event is, it would be 
wrong to make a martyr ot Nishant Bhardwaj. No doubt his 
death has turned the glaie of public scrutiny on the roi *ti 
the system, for the moment. Protest can take different foiins, 
some lead to the creation ol sustainable long-term movements 
which can act us a check on the excesses and failures of the 
system. In the pre.sent limes the effectiveness of any 
intervention for change depends, often unfortunately, on the 
nature of its public image. ITic media is an important factor 
in manufactuiing the credibility or otherwise of such 
interventions and increasingly the media’s focus has tended 
to be on personalities rather than people. Even a mass 
movement/protest gets coverage in the mainstream media 
only if there arc newsworthy leaders involved who know 
how to manage publicity. So it is no surprise that the state 
of affairs in Rajasthan University or for that matter the more 
general near-breakdown of the UGC system of administration 
of universities had received little attention -until Bhardwaj’s 
tragic act. When Bhardwaj told his mother, as he is reported 


to have done, that “somcbixiy has to do something", he was 
talking of precisely this: that a dramatic act which would 
grab the attention of the media was needed to turn the public 
focus on problems which are profoundly undermining the 
academic well-being and life chances of the country’s youth. 
Bhardwaj's option makes a negative statement, one that in 
fact strengthens forces inimical to enduring reform and 
efficiency. It is after ail rcfatively easy to deal with the death 
• of a single student - public memory can be depended on 
to be short; far more difficult to deal with a sustained 
movement to enforce academic norms and standards. 

Rajasthan University, newspapers have not failed to point 
out, has been something of a nursery of political leaders. 
Several past presidents of the students’ union, from different 
parties, arc in fact contesting the imminent assembly polls. 
Student bodies have functioned as traini ng ground for political 
leaders, as have teachers' unions. Students’ union elections 
witness not only bitterly hostile contests, but the blatant 
intervention of political parties and the free use of money 
and muscle power. Such bodies understandably seldom have 
stemming the rot in the system as their main focus. Students’ 
movements in many parts of the world have been powerful 
instruments of change. Here too, not so long ago, students' 
support to the JP movement was a major factor in effecting 
political change of a soit. whatever its later outcome. So it 
IS absurd to suggc.st that student bodies ought to be apolitical 
and unconcerned with larger issues of the polity. There is 
a world of difference however between the student movement 
which brought down a government in France or the student 
organisations that rallied to JP's call and the near-mafias that 
roudnofy rule the roost in so many of our universities. The 
viiffcrc«ii.c. It hardly needs to be said, is between ideological 
perspectives which sec student bodies as harbingers of reform, 
even revolution perhaps, and as political stepping-stones to 
power and pelf. In the former per.spective a maladmini.stercd 
university would be a first and immediate project for action. 
A ies.son needs perhaps to be learnt from grass roots move¬ 
ments of women, of health workers, of ordinary people who 
are demanding greater accountability from local authorities, 
a trend which though still incipient has over the last decade 
or so made the state sit up and take notice. 

This then is one more item in the litany of failures of 
political tendencies which claim to be progressive, their 
inability to present an agenda to students and their organi¬ 
sations other than that of power politics, their vision of the 
latter as nothing more than ‘front’ organisations which come 
in handy at election time or for settling other political scores. 
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Ttusvacuumemincntiysuitsoperattves with 
easy appeals tocaste and communal or even 
‘national’ sentiment. Ifthe entire outcome 
of what has been happening in Rajasthan 
University, not only the latest tragedy but 
the earlier horrifying incident of the rape 
of a student and the manner of its disposal, 
is to be to adversely affect the ruling BJP’s 
prospects in the elections to the state assem¬ 
bly, as that patty's secular antagonists arc 
so enthusiastically predicting, then the 
most pessimistic progno.ses of the difficul¬ 
ties in the way ot change for the better 
in different spheres, education as much 
as other, would appearto stand buttressed. 

U.S SANCTION.S 

Self-Interest above All 

AFTER the nuclear tests by India and 
Pakistan, a number of countries led by the 
US decided to impo.se sanctions against 
both countries. The sanctions included 
re.striclions on high technology exports 
covering dual use technology, military 
sales and equipment and also restrictions 
on the.se countries' access to economic 
and financial assistance from not only 
national agencies but also the interna¬ 
tional financial institutions. 

While restrictions on military and high 
technology ex ports are to continue, the US 
president has now decided to use the one- 
year waiver authority granted by the US 
Congress to lift some of the other sanc¬ 
tions. Primarily the sanctions lifted cover 
credit by the US Export-Import Bank and 
the Overseas Private Investment Corpo¬ 
ration. Also, restnclions imposed on lend¬ 
ing by US commercial banks have bt'en 
eased. Whether or not the sanctions origi¬ 
nally imposed covered the activities of US 
commercial banks was left rather vague. 
The decision now announced with regard 
to US banks docs end that uncertainty and 
clarifies, in retrospect, that the original 
intention was to bring commercial banks 
also under the ambit of the sanctions. 

It has also been announced that while 
emergency assistance by IMF to Pakistan 
will not be opposed by the US adminis¬ 
tration, US opposition to loans from 
multilateral agencies to India will con¬ 
tinue. Thcjustification offered is that while 
India is not in need of emergency assis¬ 
tance just now, Pakistan is ahd that this 
should not be taken as evidence of any 
US partiality towards Pakistan. This is far 
from convincing It the US administration 
genuinely did not want to be seen as partial 
and at the same time not block emergency 
assistance to Pakistan, given the dire bal¬ 
ance of payments situation that country 
is facing, all that it needed to do was to 
say that it would continue to block as.sist- 
ance by multilateral institutions to both 
countries except in emergency situations. 


The easing of sanctions is said to have 
been prompted by the recognition that 
significant progress had been made in the 
US administration’s bilateral negotia¬ 
tions on the nuclear issue with India and 
Pakistan. Whatever the extent of such 
progress, it is necessary also to bear in 
mind that the sanctions had created a 
situation in which US companies were in 
danger of losing business in India and 
Pakistan, probably more in India, to their 
competitors from Europe and Japan. 
According to one estimate, assi.stance in 
the form of EXIM credits and OPIC 
us.sistance that got fro^en by the sanctions 
added up to $ 1 billion (over Rs 4,000 
crore) So whether or not much progress 
was achieved in the bilateral negotiations 
on nuclear issues, the fierce lobbying by 
I} S companies with their own government 
against the sanctions obviously played an 
tmportant part in their relaxation. US 
opposition to loans from the World Bank 
and ADB could simi larly weaken to the ex¬ 
tent American uimpanics build up pn^suie. 
Ultimately, US sell-interest must prevail 

RESEARCH 

Protesting Too Much 

IT is not surpri.sing that the country’s bio- 
scicntists are up in arms against the central 
government’s newly introduced Breeding 
ol and Experiments on Animals (Control 
and Supervision) Rules 1998 framed under 
the Prevention of Cruelty to Animals Act. 
The conduct of biomedical research with¬ 
out the proverbial guinea pigs or their 
equivalents has been unthinkable since 
the very birth of modern science. It is how¬ 
ever the intensity of the reaction and the 
sharply exaggerated pictures of the death 
of bioroscarch in the country which need 
to be understood in the larger context. 

It is true, as many scicnti.sts have pointed 
out, that there arc existing guidelines on 
animal experimentation. But the.se are 
tollowed more in their breach, for the 
simple reason that there is no implement¬ 
ing authority. Each institution has formu¬ 
lated its own guideline.s, presumably that 
is, lor it is not mandatory for research 
centres to frame such guidelines or set up 
ethics committees. Outside of institutions 
admini.stered by bodies such as the Indian 
Council of Medical Research (ICMR) and 
large research establishments, there are 
any number of small institutions conduct¬ 
ing biomedical research. These institu¬ 
tions do not come under the purview of 
any systematic monitoring; and in the ab¬ 
sence of a system of re.search auditing 
within the institution, only externally 
funded research may have to comply with 
ethical nonns. Such is the state of ^fairs 
even with clinical testing or research 
involving human .subjects. Hie apex re¬ 


search body, the ICMR, has itself been 
guilty of neglecting the enforcement of 
ethical norms. To illustrate, the public 
litigation seeking to stop the last phase of 
clinical research on an injectable contra¬ 
ceptive proposed by the ICMR some years 
ago noted that few of the mandatory norms, 
including informed consent, for conduct¬ 
ing such research had been in place, v- 

In other words, it is not only animal 
experimentation that is being conducted 
without adequate norms, but many other 
aspects of biomedical research. Histori¬ 
cally, in countries like India the base of 
medical research was laid by the colonial 
state for purposes less to do with benefit 
to humankind and more for realising the 
objectives of the British government in its 
colonies. The development of medical 
research traced a trajectory largely 
unconnected with the demands of, say, 
public health or even the goals of estab¬ 
lishing a research ba.se for an independent 
India. Not surprisingly, the establi.shments 
of medical research and apex bodies like 
the CSIR and the ICMR have not been loo 
troubled by such tasks as setting, enfor¬ 
cing and monitoring norms of research. 

A ca.se in point is that the ICMR has only 
recently formulated guidelines for research > 
using human volunteers. 

No one can dispute the need for guide¬ 
lines for medical re,scarch and for moni¬ 
toring compliance with them. The ire of 
scientists which prompts them to i.ssuc 
statements which are quite 'unscientific' 

- "we look after laboratory animals better 
than the slum population is looked after”, 

“ vaccine research will come to a grinding 
halt”, and so on - has other roots. For one 
thing, the central guidelines specify a 
central authority outside science, taking 
control of research away from scientists. 
The second reason is perhaps more per¬ 
tinent. With increasing restrictions on the 
conduct of research in many western 
countrie.s, it is well-known that pharma- • 
ceutical companies and other research 
institutions abroad are farming out re¬ 
search to third world countries. These 
projects, only nominally whetted by the 
ICMR, are often lax on ethical and other 
norms. WHh the gieaterstringency required 
now, tifis flow of much needed ^nds may 
stop. Given that medical research has never 
attracted much by way of public funds, 
the new guidelines create a serious situ¬ 
ation for biomedical researchers. 

Over the years animal rights groups 
have accumulated an impressive docu¬ 
mentation on the ‘irrelevance’ of animal 
experimentation. Opinions range from 
those who say that vivisection and har¬ 
vesting of animals should be completely 
stopped to those who point out that with 
increased animal experimentation therisks 
of accidental contaipination of the envi¬ 
ronment will increase and that therefore 
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alternative models for animals-need to be 
devised. There is certainly much that is 
troublesome about the current guidelines. 
For one, is there need for a centralised 
authority that will control animal experi¬ 
ments? For another, should these guide¬ 
lines not have been .subject to public debate 
before being put into force? Then, should 
' I'.cientists not focus on pressing for a debate 
and providing alternative guidelines and 
lines of authority? Perhaps it is easier for 
the scientific establishment to project 
horrific visionsof science in Indiaata .stand¬ 
still rather than to put its house in order. 

POUTICS 

Little beyond Survival 

IF the t’ongress manages to .stump the 
Bharatiya Janata Party (BJP) in two of the 
three north Indian states going to the polls 
later this month, it will have detinitcly 
pushed the BJP on the defensive as these 
arc stales where the BJP is known to have 
a .strong base. But even .such a result would 
not neccssanly lead to the quick demise 
of the B JP-led coalition at the centre, given 
the highly fragmented political equations 
(hat determine its fate. 

II the Congress wins in two states - 
I'Jelhi and Rajasthan, as seems to be widely 
expected - it will take the number of 
Congress-ruled states to Uirce, not count' 
ing the north-east, which will precisely 
equal the likely post-election BJP tally - 
Uttar Pradesh. Gujarat and Madhya 
Pradesh. But in addition the BJP shares 
power in .some other .stales (Maharashtra, 
Himachal Pradesh, Haryana and Punjab) 
as a member of ruling coalitions, some¬ 
thing which the ('ongress does not do in 
any state. Also, the BJP-led government 
at the centre enjoys the support of the 
ruling parties of Andhra Pradesh and 
Kashmir, apart from that of non-ruling 
part ies i n states such as Bihar, West Bengal, 
Orissa, Tamil Nadu and Karnataka. In 
Haryana the BJP shares power with the 
Haryana Vikas Party but nevertheless the 
HVP’s rival Haryana Lok Dal also sup¬ 
ports its coalition government at the 
centre. This intricate web of support that 
the BJP has succeeded in weaving by 
playing on ‘hindulva’. On regional rival¬ 
ries as in Tamil Nadu and Karnataka and 
on anti-Congressism as in Bihar, Andhra 
Pradesh and Kashmir has enabled it to 
gain a political foothold in almost all the 
states. This conriguration is likely to remain 
largely undented by the possible reverses 
the BJP may suffer in this month's elections. 

Of course, none of this can make up for 
the reality that the BJP on its own is far 
. short of a majority in the Lok Sabha and 
that even the vastly disparate coalition it 
has put together enjoys but a wafer-thin 
plurality. For the moment the BJP, through 


various stratagems, has succeeded in iso¬ 
lating the AIAOMK which was for a time 
holding the central government to ransom. 
Though the BJP’s relations with its other 
allies have never reached a breaking-point 
over issues such as Uddham Singh Nagar, 
dismissal of the Bihar government, the 
women’s reservation bill or price rise, the 
deadlock over these and other issues never¬ 
theless persists. If the BJP should now 
suffer a .set-back in the coming state elec¬ 
tions, as seems quite likely, its more belli¬ 
cose allies may be encouraged to return 
to their bullying tactics to extract their 
pound of flesh. What is certain, therefore, 
is that even if the BJP-led coalition dues 
survive for some more time, it will remain 
a non-performing artefact. 

BANGLADESH 

Not the Whole Story 

THE death sentences passed by a 
Bangladesh court on IS ex-armymen for 
the assa.ssi nation of Mujibur Rahman may 
be read as a case of justice delayed - by 
23 years. But the judgment reflects also 
the inadequacy of the process of investi¬ 
gation and pro.sccution involving Mujib's 
assassins. There are also several suspi¬ 
cious lacunae in the way the entire case 
had been pursued all these years. 

To start with the judgment, of the 15 
accused army men who have been sen¬ 
tenced to death, only four could be appre¬ 
hended by the Bangladesh authorities and 
produced before the court. Another, a 
retired Major, was brought to Dhaka from 
Thailand only after the judgment was 
delivered. The rest are said to be hiding 
in different countries where they have 
sought asylum. One should recall in this 
connection that the junior officers of the 
Bengal Lancers Armoured Corps and the 
Second Field Artillery who directly took 
part in the killing of Mujib and his family 
members in August 1975 have on numer¬ 
ous occasions publicly acknowledged in 
interviews with the international media 
their participation in the act - ju.slifying 
it as their duty to .save Bangladesh from 
Mujib’s dictatorship. Soon after Mujib’s 
assassination, the new government in 
Dhaka passed an Indemnity Ordinance 
which ensured protection of the assassins 
from prosecution and trial. It is significant 
that Zia-ur Rahman who took over as 
president in a military coup in November 
1975 posted some of the army personnel 
involved in the killing of Mujib as dip¬ 
lomats abroad, to provide them with a safe 
haven. In fact, according to independent 
investigations, on the eve of the assas¬ 
sination, these army officers were known 
to have got in touch with Zia (who was 
then the deputy chief of army staff) and 
got his nod to go ahead with their plans. 


Among the politicians who were suspected 
to have been behind the assassination, the 
most important were Mujib’s own com¬ 
rades in the Awami League - Khondakar 
Mushtaque Ahmed and Mahbub Alam 
CtuLshi. The former became the president 
immediately after Mujib’s killing and 
operated for a brief spell of three months 
before being toppled by Zia. It has also 
been suggested that the assassination took 
place with the complicity of a section of 
the Mujib government’s intelligence 
agency, the National Security Intelligence. 

It is thus evident that the junior army 
officers who have been sentenced to dea^ 
could not have acted unilaterally. It was 
not a spontaneous action by a few hot¬ 
headed young disgruntled armymen with¬ 
out direction and planning from the top. 
When pas.sing the death sentence on these 
officers, the Dhaka court has not gone into 
these wider ramifications of the plot to 
assassinate Mujib. 

While people will generally welcome 
the court verdict punishing the assassins 
of the founding father of Bangladesh and 
his family members, it is also necessary 
to point out that Mujib himself was in a 
large measure responsible for the tragedy. 
Within two years of independence, Mujib 
had squandered his popularity, his regime 
being marked by corruption, criminali- 
sation and economic disaster. There were 
widespread allegations of nepotism and 
tyranny against his own relatives - some 
among whom were killed along with him. 
As popular disillusionment grew and many 
among Mujib’s militant supporters who 
had fought in the liberation movement 
turned to radical Left politics, Mujib res¬ 
ponded by imposing authoritarian mea¬ 
sures (banning of all political parties, 
creation of one single patty under his 
control). In order to strengthen his repres¬ 
sive apparatus, he rehabilitated some of 
the notorious intelligence and police 
personnel who had collaborated with the 
Pakistan troops during the 1971 liberation 
war and used them against the Leftist 
opposition. It was under his orders that 
Siraj Sikdar, a prominent freedom fighter 
and leader of a Bangladesh Marxist- 
Leninist group, was killed without trial 
after his arrest by the police. Ironicaliy, 
however, the final attack on Mujib on the 
fateful midnight of August 14-15, 1975 
came not from the Left radicals but from 
theextreme Right which, fearful of aLeflist 
uprising, hurried to take over the reins and 
project itself as the saviour of Bangladesh 
from Mujib’s tyranny. It is not surprising 
therefore that some of the leading mem¬ 
bers of the group of assassins (including 
Majors Dalim and Farooq Rehman) openly 
operated in Bangladesh during the rule of 
Zia-m Rahman and General Ershad and 
floated a party that advocated militant 
Islamic fundamentalism. 
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CURRENT STATISTIC S EPW Research Found ation 

Indii’s nmk in UNDP's Human Dcveiopmrnt Index stays smbbornly at 139 among 174 developing ccnintnea, thouglftits HD2 value improved from 0 382 In 1992 to 
0451 in 1995. Kite expectancy has gone up from 59 to t>l (> years and literacy fnun 4.1 to 52 per c«ni> even as female hteracy remains a depressing 37.7 pv cent (against 
65.5 per ceric f’lr males) The contrast with cast and south*cast Asia is stark Literacy in South Korea is 98 per cent and In China 81.3 per cent. Printing and wnting 
paper consumed uverag^ ^ 11 tonnes per l(X) persons in Stuith Korea compared to 0.19 tonne in India, ibe number PCs, respectively. 10.83 and 0.12 per 100 persons 
and public pay phone-s 0 69 and 0.0.1 

Macroeconomic Indicators 



Cost of Livinx Indices 


lndu.s(n.il Workers (1482.^100) 

Urban Non Man fcinp (1984-85=100) 

Apri Lab (1986-87= 1(X)) (Unk factor 5 89) 


Money and Banking (Ks crorc) O 


latest_ Variation (PerCent): Point-lo-Point 

Month Over Over 12 Months Fiscal Year So Far 1997-98 1996-97 1995-96 1994-95 
Month Latest Previous 1998-99 1997-98 


Over Month Over Year 


Money Supply (Mj) 915074*' 19.).56(2 2) 

('urrency with Public 159465 8028(5.1) 

Deposit with Banks 752044 115.15(1.(>■) 

Net Bank Credit to Govt 170781 4157( 1.1) 

Bank Credit to Cominl Sector 446996 9803(2.2) 

Net Foreign Exchange Assets 1.16041 1421(1 I) 

Reserve Money (Oct 30) 238212 2858( 1 2) 

Net RBI Credit to Centre 14(i419 1976( 1.4) 

RBI Credit to Bks/Comm Sector 19459 632(3.4) 

Scheduled Conuncreial Banks tOcI 23) 

Deposits 67.5238 11212(1 7) 

Advances 317170 ‘)038(2.8) 

Non-Food Advances 320442 8389(2.7) 

InvestmenUi (for SLR purposes) 243528 8().12(-3.2) 

Comnterrtal investmenls 41929 1097(2.7) 

@ Includes Rs 17,945 crore on account of proceeds Ironi RlBs, ( 


Index Numbers of Industrial Augus 

Ptoduction (199.1-94=100) Weights 19^ 


155708(20.5) 
18868(13.4) 
136868(22.2) 
55825(17.7) 
61512(16.0) 
16654(11.9) 
30297(14,6) 
27257(22 9) 
641.5(492) 


1998-99 


89685(10.9) 
14282(9.8) 
75441(11.1) 
40162(12.1) 
14806(3.4) 
9472(7.5) 
11979(5.3) 
12802(9.6) 
4177(27.3) 


126272(23.0) 69828(115) 
52092(18.3) 1.1091(4.0) 

45577(166) 8848(2.8) 


1997-98 


57518(8.2) 
8510(6.4) 
48608(8 6) 
26337(9.1) 
9176(2.4) 
13892(13.2) 
7930(4.0) 
-1540(-l.3) 
-208(-l 6) 

43367(8.6) 

6677(2.4) 

4061(1.5) 


1997-98 1996-97 1995-96 


121451(17.6) 

13095(9.9) 

1100.16(19.4) 
42000(14.6) 
.55883(14.9) 
21072(20.0) 
26248(13.1) 
12915(10.7) 
2029(15.3) - 


97841(16.2) 
13829(11.7) 
84162(17.5) 
3084(KI2.0) 
31659(9 2) 
23356(28.4) 
5527(2.8) 
1934(1.6) 
L5.S57( 54.0) 


72.581(13.7) 

17577(17.5) 

5.5042(12.9) 

35360(15.9) 

5192.5(17.7) 

.1109(3.9) 

15176(14.9) 

19855(20.1) 

8747(43.6) 


99811(19.7) 7I78(KI6.5) 46960(12.1) 

4.5677(16.4) 24386(9.6) 42455(20.1) 

4.5.577(166) 8848(2.8) 4061(1.5) 40790(15.1) 26580(10.9) 44938(22.5) 

21489(9.7) 2482.KI1.3) .11526(16.5) 28192(14.8) 2.57.11(15.6) 15.529(10.4) 

12984(44.9) 8845(26.7) 9534(49.1) 13673(70.4) 4412(29 4) 925(6.6) 

excluding which the year-on-ycar growth of money supply would be 18.1 per cent. 


General Index 
Mining; and Quarrying 
Manufacuinng 
Electricity 


Capital Market 


100.00 
10.47 
79.3fi 
10 17 


Nov 13, 
1998 


August 

1998 


1998-99 1997-98 1997-98 1996-97 1995-96 1994-95 


136.7(3 5) 132.l(5..5) 137.6(6.6) 129.0(5 5) 122.3(12.8) 108.4(8.4) 

116.7(0.5) 116.1 (.5.0) 122.4(5.9) 115.6(-2.0) 117 9(9.6) 107.6(7.6) 

1,392(3 2) 134.9(5.4) 140.5(6.7) 131,8(6.7) 123.5(13.8) 108.5(8.5) 

1,17 9(8.8) 1267(6.8) 1.100(6.7) 121.9(3.9) 117.3(8.1) I08..5{8 5) 


Trough Peak Trough Peak 


BSE Sensitive Index (1978-79=100) 2976(-I6 .1) 28.12 
BSE-100 (1981-84=100) 1326(1.18) 1266 

BSE-200 (1989 90=100) .106( -II8) 296 

S and P CNX-.50 (Nov ,1, 199.5=1000) 867(-l5 2) 817 

Skindia GDR Index (Jan 2. 199.5=1000) 580 516 


Foreign Trade August Fiscal Yr 


3.554(1.1.7) 
1,5.19(10.4) 
347(12 7) 
1022(14 0) 
na 


2784 4281 
1246 1890 
291 429 

812 121.1 
515 1015 


.1210 4548 
1401 1980 
314 440 

941 1140 

765 1320 


1997-98 


.1893(15.8) 

1697(15.9) 

377(14.9) 

1117(15.4) 

940(1.1) 


a ot Fiscal Y 
l9%-97 


3.36l(-0.2) 

l464(-5.5) 

328(-5.0) 

968 

930(-4.4) 


Exports. Rs cron* 

US $ iiui 
Imports' Ks crore 
US $ mn 

Non-POL US $ inn 
Balance ot Trade Rs crore 
USSmn 


Foreign Exchange 
Reserves (excluding gold) 


1998 99 


678.14110.4) 
1622.1(-5 I) 
88642(25.4) 
21200(7.7) 
18294(16.0) 
-20809 
-4977 


1997-98 


6143-1(7.4) 
17102(5 I) 
70709(10.9) 
l%85(8.6) 
15772(15.0) 
-9276 
■2582 


Rs crore 
Us $ mn 


Nov 7, Mar 31._ 

1997 1998 Month 

Ago 


<16050 102511 341 

26295 15976172 


1997-98 


126286(6.3) 

33980(2.6) 

1515.54(9.1) 

40779(5.8) 

32562(11.9) 

-15268 

-6799 


1998-99 19 


1996-97 


118817(11.7) 

33470(5.3) 

1.18920(13.2) 

39132(6.7) 

29096(-0.2) 

-20102 

-566.1 


1995-96 


106353(28,6) 
31797(20.8) 
122678(36.3) 
36678(28 0) 
29152(28.3) 
-16325 
-4881 


1995-96 


3367(3.3) 

1.549(-3.5) 

34.5(-6,3) 

na 

973(-0.6) 


1994-95 


82674(18..5) 

26330(18.4) 

89971(2.1.1) 

28654(22.9) 

22727(29.5) 

-7297 

-1124 



21649 -7302 
• 5243 -3690 


Notts, (i I Superscript nuineial denotes month lo which figure relates, e g, superscript 9 stands for September, (ii) Rguies in brackets are percentage variationa over the specified 
or over the comparable penod of the previous yrur na- nui available. * unchanged. 
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Human Development Index and Some Important Indicators 

HDl Rank/Coumries Life Expectancy Adult Literacy Combined First. Second Infai 
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COMPANIES 


EPW Research Foandation 


AHMED AB AD ELECTRICITY 

Hampered by High Costs 

THE Torrent group of companies, which 
is tun by the Mehtas (chairman: Rohit C 
Mehta) had operated in the pharmaceuti¬ 
cal industry till I99S, when it took over 
Ahmedahad Electricity ('ompany (AEC) 
after staving off a countcr-bid by Nusli 
Wadia-controlled Bombay Dyeing. Ini¬ 
tially acquiring a 21 per cent stake in the 
company, the Mehtas increased this to 
over 50 per cent by buying out (he Gujarat 
government’s stake. AEf^’s plant is lo¬ 
cated at Vatva near Ahmedahad and i.s one 
of the country's oldest plants. 

Soon after this, the group acquired 
another power utility. Surat Electricity 
Company. The two acquisitions gave 
Torrent exclu.si vc powerdistribution rights 
for Ahmedahad and Surat. The power 
busines.s of the group is controlled by 
Torrent Power in which MCN Energy of 
the US holds a 40 per cent stake. The 
Torrent group has also joined hands with 
multinational majors, Siemens AG of 
Germany and Powergen of UK, to set up 
a 655-mw power plant in the slate. 

The group has had mixed success in its 
attempts to cut costs and improve profit¬ 
ability at AEC. In spite of having one of 
the highest tariff levels in the country, 
the company’s net profit declined in 
1997-98. While net sales was higher by 
15.6 per cent, operating pnifit improved 
by a mere 4 per cent over 1996-97. Steep 
increases in interest (up 16.2 per cent) and 
depreciation provision (up 13.1 percent) 
saw the company’s bottomlinc plunge by 
21.9 per cent. 

The decline in profit can be attributed 
to three reasons - unchanged tariffs since ' 
December 1996, a large workforce and ^ 
transfer and di.stribution losses at 17 per 
cent. The company did tty to increa.se 
tariff in March 1998 but was forced to 
withdraw the same after facing opposition 
from consumers. 

Despite earnings per share falling from 
Rs 5.9 to Rs 4.6. the company decided 
to maintain the dividend at 22 per cent 
(1996-97; 22 per cent). Bookvaluc, how¬ 
ever, moved up from Rs 60.9 per .share 
last year to Rs 67.2 per share. The 
company’s .sUK'k pre.sently quotes at around 
Rs SI on the bourses, discounting its 
1997-98 earnings per .share by 11 times. 

Meanwhile, for the first quarter of the 
current year the company seems to have 
considerably improved its performance 
over the corresponding period last >ear. 
While net .sale^ncome from operations 
stood at Rs 235.2 crore during the first 
three months of the year, net profit touched 


Rs 14.75 crore as compared to a net profit 
of Rs 30 crore for the whole of 1997-98. 
lntere.st charges stood at Rs 13.5 crore while 
depreciation was charged at Rs 18 crore. 

Though the company has not spelled out 
a specific expansion programme, it ap¬ 
pears to be under pressure from Gas 
Authority of India (GAIL), which sup¬ 
plies gas to AEC, to install booster com- 
pres.sor.s. GAIL has intimated the com¬ 
pany that it would be difficult for it to 
maintain the pre.ssurc of gas for a long time 
to come. AEC is also replacing the con¬ 
ventional energy metres with tamper re¬ 
sistant, micro proce.ssor based static me¬ 
tres. These metres are being installed for 
the high value consumers, i c, where the 
.sanctioned load is more than 100 HP, in 
a phased manner. AEC also plans to re¬ 
place slow and defective metres and a 
detailed programme to this effect has been 
drawn out. To finance its capacity expan¬ 
sion in powpr generation and to meet 
normal capital expenditure for transmis¬ 
sion and distribution schemes, the com¬ 
pany plans to issue preference shares 
aggregating Rs 100 crore. 

GODREJ SOAPS 

Expanding Product Range 

(Jodrej Soaps, the flagship company of the 
Godrej group, witnes.sed mixed perfor¬ 
mance in 1997-98. While net sales were 
higher by 26.8 per cent, operating profit 
improved by 16.8 percent over 1996-97. 

I lowcver, a lower non-operating profit (as 
compared to the previous year) saw the 
company’s bottomline fall by 35.9 per 
cent over the same period. This, de.spitc 


a 20.3 per cent fall in interest charges 
during the year under review. 

Wi& earnings per share declining from 
Rs 3.4 to Rs 2.4, the company decided to 
cut dividend from 28 per cent last year to 
13 per cent. Book value edged up from 
Rs 44.1 per share to Rs 45.3 per share. 
The company’s share presently qumes at 
around Rs 25 on the Bombay Stock 
Exchange, discounting its 1997-98 earn¬ 
ings per share by 10.6 times. In a bid to 
improve its image, the company is now 
planning to buy 10 per cent of its equity, 
taking advantage of the new buy-back rules. 

The company’s earnings cedne from 
soaps (44 per cent), alpha olefin and its 
precursors and derivatives (17 per cent), 
iatty acids (13 per cent), oils (10 per cent), 
and cosmetics (9 per cent). 

During the year, the company revamped 
or relaunched most of its soap brands. 
While Cinthol Ultimate and Cinthoi Scent 
Fresh were introduced, the Cinthol Inter¬ 
national range was relaunched with deo¬ 
dorant and in new metallic wrappers. It 
also relaunched Godrej No 1 in the budget 
toilet soap sector. In the toiletries .seg¬ 
ment, Godrej Soaps relaunched Cinthol 
talcum powder in new polypackaging and 
with a deodorant. Godrej Shaving Cream 
was also relaunched in new polytubes and 
redesigned cartons. In the hair dye busi¬ 
ness. the company’s new powder hair dye 
sachet has reportedly been well receiv^. 

Meanwhile, Godrej Soaps is all geared 
up to enter the deodorant market in a big 
way. The promising growth in this seg¬ 
ment has attracted a number of other fast 
moving consumer goods companies as 
well. Reportedly, the company could be 
launching its product early next year. 
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The Week’* Conpaoiee 

(Rslakh) 

FlnaDciai ladicaton Ahmedabad Godrej Soaps Flnolex 

EtectricUy Industries 

March March March March Juty March 



1998 

1997 

1998 

1997 

1998* 

1997 

IiKomc/approprlalions 

* 1^' 1 Net sales 

81043 

69994 

71027 

56029 

67077 

47215 

2 Value of production 

8104.1 

69994 

69920 

57361 

66004 

47167 

.S Other Income 

1766 

1991 

122 

29 

779 

735 

4 Total income 

82809 

71985 

70042 

57390 

66783 

47902 

S Raw matenals/stores and 
spares consumed 

2155 

1749 

25179 

23712 

32079 

19303 

6 Other manufacturing expenses 

56691 

46265 

20538 

14061 

17755 

12491 

7 Remuneration to employees 

7725 

79.11 

4966 

4387 

1.579 

1058 

8 Other expenses 

2217 

2564 

11749 

8711 

5124 

3.581 

9 Operalmit profit 

14019 

11474 

7610 

6517 

10246 

11469 

10 lnture.st 

5328 

4584 

5321 

6678 

5584 

5051 

11 Gross profit 

8804 

9018 

1642 

4571 

3844 

.5735 

12 Depreciation 

.5785 

5115 

1971 

1849 

4940 

3321 

l.t Profit before tat 

.1018 

1902 

1671 

2722 

-1096 

2414 

14 Tax provision 

18 

61 

no 

286 

6 

316 

15 Profit after tax 

3000 

1841 

1.561 

24.16 

-1102 

2098 

16 Dividends 

1554 

1.554 

1009 

2224 

NA 

816 

17 Retained profit 

1446 

2287 

.552 

212 

-1102 

1282 

Liabilities/assets 

18 Paid-up capital 

6477 

6477 

6514 

6579 

148.55 

14851 

19 Reserves and surplus 

37051 

12940 

26206 

25729 

25801 

26914 

20 Long-term loans 

11457 

12656 

26215 

23069 

26996 

27954 

21 .Short-tenn loans 

1586 

KKX) 

18604 

16636 

156.57 

1.5583 

22 Of which hank borrowing.s 

1586 

UK)0 

9428 

7768 

1.149 

5704 

21 Gross tixed assets 

107208 

97876 

46009 

41388 

80291 

72650 

24 Accumulated depreciation 

35578 

10018 

1.1040 

11388 

15282 

10.177 

25 Inventories 

10584 

8812 

11345 

11421 

6804 

8.114 

26 Total asscls/ti.ibilitics 

109992 

102275 

87307 

84816 

89898 

91665 

Miscellaneous items 

27 Excise duty 

NA 

NA 

5764 

4707 

15.571 

1046.1 

28 Gross value added 

21119 

20806 

1.5263 

20483 

9734 

10692 

29 Total torcign exchange income 

NA 

73 

10925 

4799 

2978 

2386 

.10 Total foieign exchange outgo 

1.186 

1557 

24803 

1.1.186 

21563 

14175 


Key financial and performance ratios 


.t| Turnover ratio 


(sales to total a,sscls) (%) 

7.1.68 

68 44 

82.97 

66.04 

74 61 

51 51 

12 Sales to total net assets (%) 

11 Gross value added to 

100.58 

91.23 

91 58 

77 80 

80.52 

55.35 

gross fixed assets (%) 

19.90 

21.26 

.13 17 

49 49 

12 12 

14 72 

.14 Return on investment 







(gross profit to total assets) {%) 

8 00 

8 82 

4.25 

.5..19 

4 28 

6.26 

35 Gros.s profit to sales 







(gross margin) (%) 

10.86 

12.88 

5.11 

8.16 

5.73 

12.15 

16 Operating profit to sales (%) 

I7..1() 

19 25 

10.71 

II 6.1 

15 27 

24 29 

.17 Profit before tax to sales (%) 

.18 Tax provision to 

1.72 

5 57 

2.15 

4.86 

-1 61 

5.11 

profit before tax (%) 

0.60 

1 56 

6.58 

10.51 

0 55 

1109 

.19 Profit after tax to net worth 







(r^urn on equity) (%) 

6.89 

9 74 

4.77 

7.54 

-2.71 

5.02 

40 Dividend (56) 

22.00 

22 00 

11.00 

28.00 

NA 

5.00 

41 Earning per share (Rs) 

4 63 

5.93 

2..1.5 

144 

•0 74 

1.41 

42 Book value per share (Rs) 

67.21 

60.86 

45.11 

44.10 

27.17 

38.12 

43 P/E ratio 

44 Debt-equity ratio 

11.01 

NA 

10.62 

NA 

-8 09 

NA 

(adjusted tor revaluation) (%) 

76.86 

82.85 

94.96 

85.54 

66.40 

66.9.1 

45 .Short-term bank borrowings 







to inventories (%) 

33 88 

11.12 

81.10 

68.02 

19.83 

68 61 

46 Sundry creditors to 







sundry debtors (%)’ 

100.15 

114 18 

104.67 

102.82 

17.51 

9.46 

47 Total remuneration to employees 







to value added (%) 

36.20 

18 1.1 

32..54 

21.42 

16.22 

990 

48 Total remuneration to employees 







to value of production (%) 

9.53 

11.33 

7.10 

7.65 

2.39 

2.24 

49 Cross fixed assets formation (%) 

9.5.1 

20.10 

11.17 

6.26 

10.52 

7.83 

50 Growth in inventories i%) 

19.84 

77.78 

-0.67 

13.62 

-18.16 

-18.80 

NA means not available. * means 16-month period 


Though it is not sure about the likely bnme 
of the deodorant, Cinthol is a strong 
possibility as diat is the most popular soaf 
brand from the Godrej soap stable. A 
present, the deodorant market is cstimatec 
to be around Rs SO crore. Despite its smal 
size, the growth rate is very high, nearly 
40 per cent. The only players at present 
in this segment are Hindustan Lever with 
its Rexona brand, and Ponds. 

Taking advantage of the mustard oi 
controversy in the country, Godrej Soaps 
has shifted from bulk packaging to small 
consuntcr packs. The company is now 
shifting from pack sizes of IS litres to 
200 ml pack for its edible oils. According 
to the company, though the controversy 
is not expected to change the overall edible 
oil industry, it is bound to boost the demand 
for refined oil. 

The Godrej group has embariced on a 
four-pronged study to ascertain Year 2000 
(Y2K) compliance and have set a deadline 
of March 1999 to achieve it. The infor¬ 
mation systems department of the group 
is gearing up to clear its system of the Y2K 
bug. It is particularly keen on clearing out 
the problem with its buyers of industrial 
chemicals as they are big clients. Further, 
to prevent any disruption in the supply of 
Ibw material, the group will ensure that 
some of its leading suppliers and vendors 
arc Y2K compliant. 

FINOLEX INDUSTRIES 

Rise in Operating Costs 

PVC major Finolcx Industries went into 
the red in 1997-98. Since the two financial 
years, 1996-97 and 1997-98, arc not strictly 
comparable because of the period*difrer- 
ence (1997-98 is a 16-monlh period while 
1996-97 is a 12-month period), all percent¬ 
ages have been annualised to facilitate 
comparison. While the company managed 
to increase turnover by 6.6 per cent over 
the previous year, a .steep increase in op¬ 
erating expenses saw its operating prorit 
fall by 33 per cent over the same period. 
A sharp increase in depreciation provision 
(up 11.6 per cent) also led to the company 
suffering a net loss of Rs 11 crore. 

Finolex Industries is engaged in the 
manufactureofPVC. PVC pipes and PVC 
fittings. Though production of PVC in¬ 
creased from I ,{)9,494 metric tonnes (mts) 
to 1,56,000 mts in 1997-98, it would have 
been higher but for the strike by a section 
of the workers from March 21 to May 16, 

1998. The strike not only affected the pro¬ 
ductivity of the PVC plant but also in¬ 
creased per metric tonne allocation of fixed 
expenses, thereby lowering profitability. 
Further, the PVC plant faced many power 
interruptions during the year, adding to the 
company’s woes. Realisations were also 
affected by the .south-east Asian crisis. 
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MONEY MARKET REVIEW 


EPW Research Foundatior 


Mistimed Tightening of Prudential Norms 


In an environment where the credit delivery system, particularly in its 
distributional goals, is choked, the lightening of prudential norms 
attempted in the Reserve Bank’s latest credit policy statement is 
likely to further damage the process of credit supply, especially for 
medium- and small-scale industries and the informal sector. 


I 

Policy Perspectives and 
Developments 


STICKING to the new ground rules set 
out in the April monetary and credit policy 
document, the RBI governor’s latest ptilicy 
statement confines itself' to a factual mid¬ 
term review of the macro-economic and 
monetary developments during 1998-99 
without introducing any short-term policy 
measures. However, against the backdrop 
of the second Narasimham Committee 
report, a number of long-term banking 
sector teform measures, as also some 
structural changes in the operations of the 
money market, have been announced in 
the statement. Almost all of the rcforgi 
measures concern the introduction of 
tighter prudential norms. Increase in the 
minimum capital to risk assets ratio 
(CRAR) from 8 per cent to 9 per cent, 
introduction of a 2.5 per cent weight for 
market risk in the holdings of government 
and approved securities, stricter 
classification of assets for provi.sioning 
purposes and a general provisioning of 
0.25 per cent on standard assets arc some 
of the measures proposed to he introduced 
by the year ending March .11,2000. These 
arc measures of an incremental and not 
carthshaking character; there cannot he 
any objection to them as desirable standards 
in the long run. But in an environment 
where the credit delivery system, 
particularly in its di.siributional goals, is 
choked, the emphasis on such rigorous 
prudential norms may further damage the 
process of credit .supply specially for 
medium- and small-scale industries and 
the informal sector; the measures could 
have waited tor a more congenial environ¬ 
ment. Instead, a satisfactory approach 
should have been to study the way the 
prudential norms have been implemented 
so far and the kind of impact they have 
had on noimal banking activities like 
lending. In the first place, these market- 
based norms in line with the international 
best practice have been imposed on the 
public sector banks in India without any 
modicum of organi.sationai reforms and 
managerial autonomy. Nor ha ve they been, 
secondly, given the freedom to go to the 
market to mobilise fresh capital. 


Banks' ready response, somewhat 
Pavlovian in nature, has been in terms of 
taking a back-scat on rendering credit for 
productive sectors. As a re.sult, the sire, 
quality and distribution of bank credit 
have ail suffered a setback and this has 
inflicted an incalculable harm on the 
working of the national economy. It is a 
legitimate que.stion as to what purpose 
would reforms serve if they become 
consistent with the neglect of the basic 
roles that the banks have to play in 
mobilising savings of the community and 
supplying productive credit requirements 
of the national economy. 

The above brings us to the question of 
the specific policy thrust which is germane 
to the present depressed industrial scene. 
In the first place, the RBI governor’s pidicy 
statement fails to show the kind of concern 
that the present macro-economic situation 
calls for. Secondly, the governor’s earlier 
April credit policy statement had shown 
foresight and promi.sed that the RBI would 
henceforth l(H)kforawider set ofindicators, 
including credit extended by banks and 
financial institutions, juxtaposed with 
output data for drawing policy perspccti ves 
rather than just focusing on macro numbers 
like M,, inflation rate, etc. But the latest 
policy statement hardly provides evidence 
ol any attempt made in that direction except 
for a sprinkling of some data on total flows 
ol institutional funds into the commercial 
sectors. As a result, the new perspectives 
on policy promi.sed earlier are hardly 
discernible. 

In the ultimate analysis, the two most 
crucial variables having thcclo.sest possible 
link are industrial growth and the si/e of 
hank credit. In the supply of bank credit, 
however, mere availability of liquidity in 
the banking system is not enough; its 
distribution across sectors and regions is 
a necc.ssary conditiori for giving an impetus 
to economic activity. Effective demand 
for goixls and services can be generated 
only if vast and dispersed industrial units 
spread over the nooks and comers of the 
Indian economy which have suffered a 
setback in the recent past due to high 
interest rates, reduced credit flows and 
sluggish orders from public sector enter¬ 
prises, are revived. Though large-scale 
industrial units are important, the engine 


of industrial activity is largely oiled by the 
output and investment activities of the 
vast members of medium-scale and small- 
scale units whose interests have suffered 
rather badly in the banks’ enthusiasm to 
render assistance increasingly through 
marketable instruments. For instance, in 
1995-96 (April-March), banks lent 
Rs 44,938 crore as non-food advances and 
only Rs 925 crore as commercial invest¬ 
ments through marketable instruments. 
This year so far up to October 23, 1998, 
non-food advances have expanded by 
Rs 8,848 crore and commercjal invest¬ 
ments by Rs 8,579 crore. 

MoNhY Market Measi res 

Among.st the measures directly 
impinging on the money market, the most 
crucial one has been the RBI’s acceptance 
of the second Narasimham Committee 
recommendation that the cal I/not ice 
money/term money market should be 
.slnctly restricted to banks and primary 
dealers, that the present .systemof allowing 
all FIs as lenders in the market should be 
dispensed with, and that towards that end. 
the non-bank parties be provided free 
access to money market marketable 
instruments like CF, CDs bills rediscounts, 
TBs and MMMFs. Mca.sure.s will also be 
taken to widen the repo market; in fact, 
its 3-day restriction has been removed 
effective from October 31. This has been 
a measure long overdue. Apart from the 
volatility introduced in the call money 
market due to the participation of non¬ 
bank entities not subject to reserve 
requirements, serious asset-liability 
mismatches have occurred amongst the 
banks due to excessive inter-bank borrow¬ 
ings. At the other end, the arrangement has 
prevented the necessary impetus required 
for the growth of those marketable 
instruments. Secondly, the RBI has 
expressed its intention to .set clearly- 
defined prudent limits for banks’ reliance 
on the money market, which in turn would 
be ba.scd on the already issued asset- 
liability management (ALM) guidelines. 
The RBI statement also hopes that once 
the ALM systems arc put in place by 
banks, a term money market will develop 
which will provide a well-defined yield 
curve for short- to long-tenn maturities 
and thus produce an inter-bank reference 
rate like the LIBOR. 

Thirdly, efforts, would be made to get 
over procedural and technological 
constraints in transfer and settlement of 
securities so that the RBI could support 
the market through a liquidity adjustment 
facility (LAF) operated by way of repo; 
it would go to replace the present general 
refinance facility. 


2890 


Economic and Political Weekly November 14, 1998 




Graph A: Daily Top-End Quotations of Call 
Money Rates, October 1998 
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Fourthly, with a view to further deepen¬ 
ing the money market, as also to helping 
banks and FIs to hedge interest rate risks, 
the RBI has decided to create an environ¬ 
ment that would facilitate introduction of 
interest latc swaps. To what extent such 
derivative product developments are 
possible and to what extent they will help 
improve market efficiency in an environ- 
'^enl where drastic movements in interest 
rates arc called for by policy intervention 
IS a moot question 

Finally, a welcome step proposed in the 
policy statement as a prudential requirc- 
ment relates to the stipulation that foreign e\- 
change openposiuons will cany 100 percent 
n,sk weight wilhelfectfromMarch 31,1999. 

II 

Call and Forex Markets 
The call money market ruled steady 
through October 1998 with the overnight 
rates hovering around 8-8.50 per cent, that 
IS, slightly above the repo rate of 8 per 
cent, except for a brief period m the third 
week (Tables 1 and 2 and Graph A). The 
market witnessed inflows on account of the 
** clease of the second tranche of Resurgent 
India Bonds (RIB) funds to designa¬ 
ted scheduled commercial banks on 
.September 28. 1998 (Rs 2,.5(X) crorc) and 
net maturity of 3f)4-day TBs (Rs 1.692 
crorc) (Table 3). With the money market 
rates continuing to rule above the export 
credit refinance rate of 7 per cent, banks 


Grafh B: Spot (}uotation$ for the US Dollar 
IN THE Domestic Inier-Bank Market - 
October 1998 
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used the RBI's refinance window, and for 
a while they parked their funds in the 
fixed-rate repo auction which had pushed 
tlie outstanding amount up to Rs 7,468 crons 
by the end of the first week. The auction, 
however, lost its charm by the second week, 
the outstanding amount trickling down to 
Rs 13 crorc (Table 4). The week ahead 
had a series of holidays which made the 
hanks rush to square up their po.sitions. 
'fhe festive demand too had drained a con¬ 
siderable chunk of hank liquidity putting 
pressure on the short-term money market. 
The half-yearly interest crediting on 
saving and term deposits had increased 
hank liabilities which put pressure on SLR 
and CRR requirements. All these factors 
combined contributed to a slight tightening 
of the call market in the third week with the 
call rates ruling above 9 percent fora while. 

In the foreign exchange market, the rupee 
slightly firmed up from an average rate of 


Rs 42.47 to a dollar in the first week to 
that of Rs 42.33 to a dollar in the last week 
(Graph B), with the RB! unrelenting on 
forex control measures and attempting to 
keep interest rates on the higher side to 
discourage unnecessary arbitraging. The 
market had an inflow of dollar remittances 
by FDI and from the banks’ nostro accounts 
which had accumulated on account of a 
spate of holidays. The rupee firmed up 
rather for a while to Rs 42.26(27 after the 
announcement of a $3 billion aid from the 
World Bank and the dollar weakening 
against yen in the international market 
following the Japan's revival package. 
The domestic market sentiments were also 
boosted by the prime minister’s announce¬ 
ment of an economic revival package. In 
the midst of such firm .sentiments. Stan¬ 
dard and Poor's downgrading on October 
23 of India’s long-term foreign currency 
credit rating by a further step to BB or 
speculative grade, which is two notches 
below investment grade, did not have any 
adverse effect on the rupee rate. Even so, 
the forward premia for the dollar remained 
high and firm (Graph C) due to high short¬ 
term rates of interest; the strengthening of 
the south-east Asian currencies is said to 
have helped to boo.st local sentiments and 
sustain forward dollar demands (Graph C). 

Ill 

Primary Market 

Dated Securities 

The RBI notified a sale of state 
government loans on October 12. The 10- 
year 12.50 per cent paper had a notified 
amount of Rs 3,I(X).28 crorc. The fixed 
coupon rate was relatively higher than the 


Tamii 2 Daily Quotations of lti(.>is and Lows or Call Rates in Per Cent Per Annum: 
.SIMM F STATTSTK AI. CHARACTERISnCS 
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Tabu 1: Call Moniv Rates 


(Per I rnt per cumum) 


ctober 1998 
16 


mssmwm: 


18 tl(KF) 



Weekly range 

8 40-9 50 

4(K)-9 50 

8 169 75 

4.008.30 

7 2.5-9..50 

400840 

7.5O)2..50 

1009.50 

8.5021 00 

(2.00-8.75) 

(7 75-1090) 
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(0 IO6..50) 

(1 009.7.5) 

(0 IOII)..50) 

(50010.50) 

(0101025) 

(1.008 50) 
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845-9.00 
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9 25-9.,50 
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7.75-8.50 

500600 

8.00825 

,5.5011.00 

9009.50 

(3.504.00) 
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(9.5010,50) 

(01010.50) 

(1.00200) 

irai kTiding iTites(iTuige) 
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rui 

8.209.75 

5.008..30 

7.6.5-9..50 

na 

7.8O12..50 

5.7.5-960 

8 8.5-21 00 

(3.00-8.7.5) 

(5.50-990) 

(5 80I0..50) 

(0.75-6 50) 

(425-9.75) 

(1 5010,50) 

(7.0010.50) 

(1 75-102.5) 

(1.25-8..50) 

"‘‘IX.T constructed weighted 8.40-9 50 
average (timge of daily lates) 

500-9.50 
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7.9O8..30 

8.009 75 
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5 27-905 
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Figures in parenthei.es represent weekly range during similar penod last year. 
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Gkaw C: Annuaused Daily I-Mcmth, 3-Month 
AND 6-Month FbnwARD Pkemia in Percektage 
FOR THE US Dollar by the DoMEsirr Inter-Bank 
Market for Ottober 1998 
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primary yield of 12.25 per cent offered 
recently on the central government paper 
of the same maturity. The RBI received 
subscriptions of Rs 4.462.40 crore and 
retained the oversubsenption. The success 
of the issue, however, needs to be looked 
at against the backdrop that the RBI 
normally aggre.s.sively markets the i.s.sue. 
It has to market the issue mainly as the 
RBI or the primary dealers cannot take 
devolvemcnt of state loans. The RBI also 
has to ensure that all the slates get their 
required share of funds till the states are 
able to go to the market on their own. It 
was earlier reported that during the current 
financial year, the central government had 
allowed states to directly raise from the 
market, 3 to .35 per cent of their market 
borrowing programme. There has, 
however, been no groundwork done as yet 
to put through this announcement. 

The central government privately placed 
securities worth Rs 8,000 crore with the 
RBI. On October 16, it placed 11.40 per 
cent 2000 security (2-year) worth Rs 3,000 
crore. On November 2, it further placed 
.securities worth Rs 5,(X)0 crore with the 
RBI. This tranche included five-and six- 
year papers - 11.78 per cent 2003 for 
Rs 2,000 crore and 11.98'per cent 2004 
for Rs 3,(KX) crore. The 2-year and 6-year 
papers were the ones i.ssued to the public 
in September and the 5-ycar one in August. 


Graph D; Yield Curves for 364-Day Treasury 
Bilu and Dated SECURmEs; Day of Maximum 
Transactions ( Octorer 7) for October 1998 
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The market reacted favourably to the 
private placement and the prices of .secu- 
ntics in the secondary market rose by 3 
to 4 paise. The trigger for both these private 
placements was the possible breach of 


WMA limits by the government (or 
October 9, it had reached Rs 6,996 crore). 
The RBI preferred to privately place as, 
closer to the credit policy, it may not have 
wanted to send any interest rate signal to 
the market through the auction process. 
Ductouncertaintyontheinterestrates front, 
players have been deliberately outbidding 
themselves of the auction process to avoid 
paying premium. They rather buy the same 
security from the RBI’s sale window the 
day after the auction. The interest rates in 
the process have been rwing despite high 
devolvements on the RBI. With this, the 
government’s market borrowing prog¬ 
ramme for 1997-98 both for the states and 
the centre is nearly over. , 

Treasury Bills 

The RBI kept adjusting the notified 
amounts for the 14-day bill auctions in 
October. From the September’s level of 
Rs 100 crore, the RBI raised the notified 
amount to Rs 500 crore in the first two 


Tablf 4: Aikhons op FixEi>-YiEii} Rcpos by RBI 

(Anumnt in rupeet rrore) 


Dale of 
Auction 

(1) 

Number 

of 

Days 

(2) 

Bids Tendered 

Bids Accepted 

Fixed 

Cut-off 

Yield 

Rate 

(Ba Cent) 
(7) 

Estimated 

Amount 

Outsianihng 

No Face Value 
(Amount) 

(3) <4) 

No 

(5) 

Face Value 
(Amount) 

(6) 

1998 







Ocl3 

3 

6 2015.00 

6 

2015.00 

,8.00 

.3284 

at 5 

3 

7 1182.00 

7 

1182.00 

8.00 

3197 
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3 

5 102700 

5 

1027.00 

8.00 

2209 

an? 

3 

9 144.5.00 

9 

1445.00 

800 

.3654 
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4 

9 .3515.00 

9 
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4 
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14 
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4 
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1 

75.00 
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3 
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1 
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3 

1 28.00 

1 

28.00 

8.00 
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3 
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1 

1500.00 

8.00 

1576 
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.S 

No application received 


800 

1.528 

Oct 16 

4 

1 13.00 

1 

13.00 

8.00 

1513 

Oct 17 

3 

No appbeation received 


800 

13 

Oct 20 

3 

1 425,00 

1 

42500 

8.00 

425 

Oct 23 

3 

10 2353.00 

10 

2.353 00 

8.00 

i353 

Oct 24 

3 

No application received 


8.00 

235.3 

Oct 26 

3 

1 300000 

1 

3000.00 

8.00 

3000 

Oct 27 

3 

No application received 


8.00 

.3000 

Oct 28 

3 

No application received 


8.00 

.3000 

Oct 29 

3 

1 3000.00 

1 

3000.00 

8.00 

.3000 

Oct 30 

3 

4 1.320.00 

4 

1320.00 

8.00 

4.320 

Oct 31 

3 

No application received 


8.00 

4320 

Total 


72 23454.00 

72 

2.3454.00 




Tabie 3 : Estimatt-d Fm>w of Liowoity into the Financial System during October 1998 
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.500 
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50 

.500 

-4.50 
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- 

50 

-.50 
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.536 
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-30 
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- 
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.380 
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to 


- 

- 

2092 
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. 

- 

- 
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, 
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. 

. 

- 

- 
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-4462 

- 

- 
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-2852 
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- 

706 
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- 

128 
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- 
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15 

- 

15 
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.335 

. 
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- 
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821 

. 

68 
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- 

- 

. 

- 
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. 

1500 
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1638 
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1267 

2159 

1160 

999 

923 

5499 

-4.575 

5538 

1000 

4538 
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.1278 

-2985 
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Open Market Operations (RBI) 

- 


- 

- 

0.25 

-0.25 

- 

- 

- 

- 


* 

- 

- 

- 

Repos by RBI 

5353 

7320 

-1967 

1938 

2778 

-840 

7619 

1664 

5955 

8293 

11692 

-3399 

11137 

4069 

7068 


Note : A negative sign implies net outflow. - means nil. 
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Graph E: Ykld Curves for 364-QAy Treasury 
Bras and Datco Securities - Weichted 
Average for October 1998 
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auctions of October, but the subsequent 
two auctions saw the amount reverted to 
Rs lOOcrorc. The adjustments in notifled 
amounts were made based on public 
response to the auctions. After the second 
auction failed to gamer market support for 
RsSOOcrorc, the RBIimmcdiately reduced 
the notified amount to Rs 100 crorc in the 
next auction rather than let the amounts 
devolve on PDs or RBI. The yield on this 
y ;.|ier, which was kept at 8.09 per cent 
'during September, was raised to 8.87 per 
cent for all the four auctions during October 
tTabIc 5). The weighted average of yields 
offered in recent auctions steadily increased 
from 8.09 per cent to 8.61 per cent anrl 
further to 8.87 per cent. 


Sinuiarly, the notified amount for 91 Klay 
bills remained Rs SOO crore for the Brst 
three auctions but was reduced to Rs 200 
crore after the RBI saw the yields rise from 
9.96 per cent to 10.05 per cent towards 
the middle of October (Table 6). The yield 
came down to 10 per cent with reduced 
notiHed amount in the last auction of the 
month. 

The experience of the uniform price 
auction method introduced for91 -day bills 
in the first auction of November 6 was a 
happy one in that there was a reduction 
in the yields. 

In September even afteradilution of the 
notified amount to Rs 200 crore from 
Rs 400 crore, under the 364-day TB, the 
devolvement on PDs and the RBI could 
not be stopped. In the context of the need 
to complete the balance of the govern¬ 
ment’s programmes through this instru¬ 
ment, the RBI raised the cut-off yield 
rather significantly to 10.72 percent from 
9.58 per cent and also the notified amount 
lo Rs 400 in October. The response to the 
two floatations was sizeable (Table 7). 

Bond Issues 

In all there were some eight odd issuers 
in the debt market this month to raise 
funds amounting Rs 1,975 crore. out of 
which Rs 1,045 crore is estimated to have 
already been mobilised by the end of the 
month. The comparable figures forthe issues 
closed during the previous month were 


more impressive. Of Ow reported seven 
closures, the maiket mobilised Rs 3,070 
crore against the proposed amount of 
Rs 3,090crore-just Rs 20 crore short owipg 
mainly to IDBP s and ICICI’s unsuccessful 
mopping whichcouldmusteronlyRs 1,200 
crore ai^ Rs 417.09 crore as against the 
targeted amount of Rs 1,500 crore and 
Rs 600crore. respectively. Theotherissues 
closed were, however, veiy successful. For 
instance, thegovernment of Maharashtra’s 
MSEB and MJP issues collected, Rs 500 
crore and Rs450crore againstfheirUffgeted 
amount ofRs 150 crore and Rs 350 crore, 
respectively. The excess amount has been 
retained. 

As for the i.ssues opened during the 
month of October, among the PSUs (all 
state-level except the NPC) present were 
the issues of Krishna Bhagya Jala Nigam 
(KBJNL - Rs 250crore), Madhya Pradesh 
Electricity Board (MPEB - Rs 200crore), 
Kerala State Electricity Board (KSEB - 
Rs 150crore),MaharashtraKrishna Valley 
Development Corporation (MKVDC - 
Rs 350 crore) and Nuclear Power Corpor¬ 
ation (NPC - Rs 125 crore). Of these, 
MPEB has collected Rs 45 crore, KSEB 
Rs 75 crore, NPC Rs 125 crore and 
MKVDC Rs 200 crore. The coupon rates 
for all the issues ranged between 14 and 
15 per cent except NPC’s which put an 
indicative band of 10-10.5 tax-free and the 
exact rate was to be decided through the 
book-building route. 


Table S : Auctions of 14-Day Treasury Bilu 


(Amotmt in rupees cmre) 


Date ul 

Auction 

<l) 

Notified 

Amount 

(2) 

Bids Tendered 

Bids Accep(ed 

Subscription 
Devolved 
on RBI 
(Amount) 
(7) 

Cut-off 

Price 

(Rupees) 

(8) 

Cut-off 

Yeild 

Rate 

(Per Cent) 
(9) 

Amount 
Outstanding 
on the Dale 
of Issue 
(10) 

No 

(3) 

Face Value 
(Amount) 

(4) 

No 

(5) 

Face Value 
(Amouni) 
(6) 

1997 










Oct .3 

- 

3 

23.S2.00 

2 

2350.00 

10.00 

99.81 

4.95 

7860.00 



(1) 

(100.00) 

(1) 

(100) 


(99.811 

[4.95] 


Oct 10 

- 

.5 

4352.00 

4 

4350.00 

5.00 

99.81 

4.95 

7015.00 



(1) 

(200.00) 

(1) 

(200) 


(99.81) 

(4.951 


Oct 17 

- 

3 

2400.(X) 

3 

240000 

100.00 

99.81 

4 95 

7055.00 



t-) 

(0.00) 

(-) 

(0.00) 


(99.811 

(4.951 


Oct 24 

- 

2 

200.00 

2 

200.00 

000 

99.81 

4.95 

2700.00 



(-) 

(0.00) 

(-) 

(000) 


(99.811 

(4.951 


Oct 31 

- 

6 

4725.00 

6 

4725 00 

80.00 

99.81 

4.95 

5105.00 



(1) 

(100.00) 

(1) 

(100.00) 


(99.81] 

(4.951 


1998 










Sept 30 

100.00 

6 

190.00 

5 

100.00 

0.00 

99.66 

8.87 

500.00 



to 

(300.00) 

(1) 

(300.00) 

(0.C0) 

(99.671 

(8.611 


Oct 9 

500.00 

IS 

9(X).00 

9 

500.00 

0.00 

99.66 

8.87 

900.00 



(-) 

(0.00) 

(-) 

(0.00) 

(0.00) 

(99 671 

[8.61] 


Oct 16 

500.00 

7 

388.00 

1 

13.00 

250.00 

99 66 

8.87 

1000.00 



(-) 

(Q.0O) 

(-) 

(0.00) 

(237.00) 

(99.66] 

(8.871 


Oct 23 

100.00 

7 

395.00 

4 

100.00 

0.00 

99.66 

8.87 

600.00 



(-) 

(000) 

(-) 

(0.00) 

(0.00) 

(99.66J 

(8.871 


Oct 30 

100.00 

7 

225.00 

5 

100.00 

000 

99.66 

8.87 

400.00 



(1) 

(200.00) 

(1) 

(200.00) 

(0.00) 

(99.661 

(8.87] 



Figues in poientheses in cote 3 to 6 represent numbers and amounts of non-competitive bids which are not included in the total. 
‘"^Bies in the squom brackets under cols 8 and 9 nepieseni weighted average ptice and respective yield. 

* Bracketed figures in col 7, if any, relate to devolvement on primary dealers, exclusive of RBI. 

-No bid 
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ICICI came out with its public issue of 
Safely Bondson October 26 loraiseRs 800 
trore (including Rs 400crore as greenshoe 
option) This IS piobably the llrst ‘state 
specific’ issue from an H, the proceeds 
ol which will be deployed in Andhra 
Pradesh lor infrastructure projects Phe 
other unique teature embedded in the 
Safely Bonds senes was that the IC'ICI 
was offering at least 200 basis points more 
on Its 7-ycar Encash Bonds one ol the 
four types ol bonds on of let - than it had 
paid on Its pievious issue closed on 
September 10 1 his option has a growing 
interest rate feature i e the interest rate 
nses troni 11 per cent in the year one to 
18 percent in the yeai seven ICTCI has 
howcvti reduced its coupon oiler by 2'i 
basis points on Regular Income Bonds 
The SBI Mutual bund was also m the 
market with 18 month Magnum Liquid 
BondtoraiseRs lOOcioreolleimg ITper 
cent rate ol interest T he issue has tepor 
ledl> been tully subset ibed and closed 
In the piivate corporate sector the only 
issue present was Reliance T ciccom's 10 
yeartax IreeNCDsfotleringacoupon rate 
of 10 TS 11 pcrcentasaninliastructure pro 
)ect), which lared exceptionally well and 
fetched Rs 5(X) trore against the issue si/e 
ol Rs 3{K) enn e SBI w as said to have com 
mitted to this issue Rs tOO crore from the 
proceeds of the Resurgent India Bonds (RIB) 

It was repotted that the government has 
allowed c reation of municipal bond market 
m India by giving them fiscal concession 
The Rakesh Mohan Committee had 
estimated that the uiban infrastructure 
requirements weie to the order of 
Rs 2 SO (KM) croie for the next 10 >eats 


Tabii- 7 Auciions of 164 Day Tw-asury Bacs 

(Amount tn rupeet enne) 


Dale ol 
Auction 

Notified 

Aimxint 

Bids Tendered 

Bids Accepted 

Subscnption 
Devolved 
on RBI 
(Amount) 

Cut-off 

Price 

(Rupees) 

Cut-off Amount 
Yield Outstanding 
Rate on the date 
(Per Cent) of Issue 

No 

Face Value 
(Amount) 

No 

Face Value 
(Amoum) 

1997 










(XtS 


62 

2212 a) 

68 

2092 a) 


92 19 

847 

1676900 

(Xt22 


76 

2444 a) 

9 

28000 


•)261 

798 

16998 a) 







(100 a)) 




1998 










()cl7 

40('()0 

20 

760 a) 

10 

40000 

000 

9012 

1072 

6827 80 







(oa)) 

[9016} 

[1067] 


(XI 20 

RKXX) 

19 

4S9(X) 

8 

T70(X) 

TO a) 

9012 

1072 

6847 80 







(000) 

[9016J 

[1067] 



nut available bigures in the square brackets represent weighted average price and the respective 
vicid Figures in brackets represent devolvement on Pnmary Dealers (PDs) * 

T ABi L 8 Ri iHi Transactions in Covi-rnmcnt Papir 
(Other than with the RBI) October 1998 


Dt Si options Repo Penod Amount Involved Range ollntcrest Weighted Average 

in Number (Rupees Crore) (Per Cent Interest Rate 

ol Days Per Annum) (Per 1 1 nt Per Annum) 


A 1) ited Secuntics 


All Issues 
H 164 Day TBs 
(All Issues) 

C 91 Dav TBs 
(All Issues) 
I) It Day TBs 
(All Issues) 


1 

782 66 

8 (K) 9 60 

8 61 

4 

162 00 

8 26 9 16 

8 66 

6 

26 00 

8 60 

8 60 

7 

TO 00 

8 86 9 (X) 

9(X) 

8 

16 00 

9 00 

9 00 

9 

1000 

9 26 

9 21 

10 

60 a) 

9(K) 

9(H) 

II 

116 a) 

8 76 9 76 

9 01 

12 

126 (X) 

8 70 9 10 

8 82 

1 1 

60 (X) 

9(X) 

9(M) 

14 

1419(H) 

8 T6 9 76 

9(K) 

16 

10 a) 

8 70 

8 70 

18 

20 00 

8 80 

8 80 

1 18 

2801 66 

8 (K) 9 76 

8 81 

14 

16 a) 

9 00 

900 

4 

10 a) 

9 16 

9 16 

1 

26 00 

8 16 

8 16 


I ABI I 6 Alt 1 KISS (It 91 Dvy Trlvsi RY Bills 


(Amount in rn/)ii\ i lorel 


Dale of 
Auction 

(1) 

Notilicd 

Amouni 

(2) 

Rids Iindcnil 

Bids Accepted 

SubsiripUon Cut o(f 
IXvoIvcd Price 

: on RBI (Rupees) 
(Amount) 

(7) ‘ (8) 

Cut otf 
Ycild 
Rale 

(Pci Cent) 
(9) 

Amount Outstanding 
un the Date of Issue 

No 

(1) 

Flic V iluc 
(Amouni) 
(4) 

No 

(6) 

Fact Valui 
(Amount) 
(6) 

Total 

(10) 

With RBI 
(ID 

Outside RBI 
(12) 

T997 












Oct 1 

KX) (K) 


227 00 

4 

206 (H) 

0 (H) 

98 11 

6 88 

42IX) (K) 

60 (H) 

4160 00 



(0) 

(0 (M)) 

(0) 

(0(K)) 

(96 00) 

[<)8 III 

[6 88] 




Oct 10 

1(H) (H) 

6 

60 00 

6 

68 77 

0 00 

98 11 

6 88 

42(K) (H) 

60 (H) 

4160 a) 



(1) 

(260 (H)) 

(1) 

(241 21) 


(98 11] 

[6 88] 




Otl 17 

100 (H) 

1 1 

128 00 

II 

164 11 

t) (H) 

98 11 

6 88 

41(H) 00 

60 a) 

4060 a) 



(2) 

(4(H) (H)) 

(2) 

(146 62) 


198 11] 

[6 88] 




Ocl 21 

100 (H) 

6 

116 00 

1 

128 67 

0(H) 

98 47 

6 22 

1900 00 

60 00 

1860 «) 



(2) 

(4(K)(M)) 

(2) 

(171 41) 


(98 47] 

[6 22] 




Oil 11 

100 00 

6 

610 00 

1 

200 66 

()(H) 

98 47 

6 22 

19(H) 00 

60 (K) 

1860 a) 



(1) 

(260 (H)) 

(1) 

(99 14) 


[98 47] 

[6 22] 




19*18 












Sept 1(1 

200 tH) 

9 

1(H) 00 

9 

200 (K) 

0 a) 

97 67 

9 96 

6042 00 

2170 70 

1871 10 



(0) 

(0 00) 

(0) 

(0 00) 

(0 00) 

[97 67) 

[9 64] 




Oct 9 

6(K) 00 

16 

692 26 

8 

182 26 

176 

97 67 

9 96 

6161 00 

2174 46 

1976 66 



(I) 

(40(H)) 

(1) 

(40 (X)) 

(114 a)) 

(97 67] 

[9 96] 




Ocl 16 

s()0 (H) 

14 

679 60 

9 

6(H) 00 

0(X) 

97 66 

10 06 

6211 00 

2174 46 

4016 66 



(1) 

(40 (X)) 

(1) 

(40 00) 

(0 (K)) 

[97 66] 

[10 00] 




Oct 21 

600 00 

17 

682 (X) 

7 

112 a) 

229 00 

97 66 

1006 

6260 16 

2401 46 

1866 90 



(0) 

(0 (K)) 

(0) 

(0 00) 

(169 a)) 

(97 66] 

[10 06] 




Ocl 10 

2lX) (H) 

10 

416 (M) 

1 

200 m) 

0 00 

97 66 

10 00 

6010 16 

2401 46 

1606 90 



(1) 

(26 (X)) 

(0 

(26 (X)) 

(()(X)) 

(97 66] 

[10 00] 





I igurcs in parentheses in cols 1 to 6 represent numliers and amounts of non competitive bids which ore not included in the total 
Figures tn the square brackets under cols 8 and 9 icprcsent weighted average price and respective yield 
* Br icketed ligures in col 7 if any relate to dcvolvement on primary dcaleis exclusive of RBI 
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ApHiNOIX TaBU:: Shi'liNDARY MARKET OPERATIONS IN GOVERNMENT PaPER; RBI'S SGL DATA 


Descriptions 


_ Week Ending October 1998' Yield to Matutily on Accuai Trading 

_ .10 23 lb 9 

.4MT YTM CY AMT YTM CY AMT YTM CY AMT YTM 


(Ammnt in ruptex crore) 


Total for the Month 


CY AMT YTM CY AMT YTM 


1 Treasury Bills 

A 14-Day Bills I2.1.IK 8.86 I9I..10 8.84 - - 65669 8.75 43.00 8.47 1014.17 8.77 

. B 91 Day Bilk 669.11 9 .56 128.75 9.68 720.71 9.75 657 .54 9.17 113.00 8.57 2289 11 9..52 

C 164-Day Bills 177.60 10 17 60.00 10 19 186.10 10.18 41.00 8.95 139 70 8.58 806.40 9.95 

2 GDI Dated .Securities 

A Converted (Per Cent: Year) 


12 00. 1999 

99.21 

10.49 11.93 

10.00 

10.59 

II 93 156.04 

10.73 

11.93 1.34.00 

10.40 

(1.93 

. 

.399.27 10.55 

11.9.3 

11.25 2000 

5 00 

11.25 12.91 

. 

. 

- 


. 

. 

- 

. 

. 

10.00 11.19 12.88 

15.00 11.2) 

12.89 

11.75. 2001 

15 00 

11 62 11.72 

5 00 

11.64 

n.72 

- 

- 


75.00 

11.67 

11.7.3 

. 

95 00 11.66 

11.7.1 

12 .50. 2004 

0.08 

11 85 12.20 


. 

- 

9 20 

12.06 

12.29 

0.39 

II 92 

12 22 

0 75 11.95 12.24 

10 42 12.05 

12.28 

.Sub-lotal 

119.11 

10 66 11.94 

15(8) 

10.94 

11.86 165.24 

1081 

11 95 209.39 

10.86 

11.86 

10.75 II 25 12.83 

519,70 10.81 

11.93 

B Regular (Pei Cent Year) 














12.10. 1998 

- 

- 



- 

15 00 

10.10 

12 27 

20.00 

10.13 

12 27 

, 

15 00 10.12 

12.27 

12 12. 1999 

548) 

10 76 11.90 

- 


. 

. 

. 

- 

- 

. 

- 

. 

5.00 10.76 

11.90 

I1.(X) 1999 

1500 

10 78 12.76 




15 00 

10.84 

12.76 

20 00 

10.97 

12.77 

. 

50.00 10.87 

12.76 

13 12. I99<J 

10 20 

10.82 12 88 

. 


. 

- 


. 

- 

. 

- 

. 

10.20 10.82 

12.88 

11 40. 1999 

4(8) 

II 10 M 09 



. 

. 

- 

. 

31.20 

11.05 

13.07 

10.00 10.75 1.3 02 

45,20 10.99 

13.06 

11.65 1999 

- 

- 

- 


- 

10 10 

10 45 

13.52 

20.00 

10.53 

13.52 

. 

10.10 10.50 

13.52 

11.70. 1999 

45.50 

10.54 13 46 

15 (8) 

10.80 

1 V47 

.35 00 

10 80 

13 47 

. 

- 

. 

20.00 10 70 13.45 

115.50 10.68 

13 46 

11 40 20(X) 

- 

- 

.100.30 

II 41 

11.40 120.00 

11.46 

11.41 41500 

11.41 

II 40 

. 

8.15 10 11.42 

11.40 

11.64 2tX)0 

46 00 

11 40 11 60 


- 

- 

55.00 

11.46 

11 61 105.00 

11.46 

11.61 

80.00 II 32 II ..59 

286.00 11.41 

11.60 

12 14. 2000 

15 00 

11.38 1201 


- 

- 

5.00 

11.39 

1201 

- 


. 

5.00 II 24 11.98 

45.00 II..17 

12.01 

1185. 2000 

17 28 

11.42 1125 

- 


- 


- 

- 

. 

- 

. 

1.5.00 11,46 1.1.25 

12.28 11.44 

1.3 25 

10 85 .’(X)l 

40 00 

11.70 11 07 



. 

15 II 

II 67 

II 07 

40.00 

11.64 

II 06 

20.00 II..56 11.04 

115 II 11.65 

11.06 

II 55. 2(H)I 

89.(8) 

II 61 II 58 

15.(8) 

11.66 

11 5K 

23 00 

11.64 

11..58 1.52 00 

11.65 

11.58 

20.00 11.56 11..56 

299.00 11.64 

11..58 

12.08. 2001 

40 00 

11.59 II 92 


. 


55 00 

11.62 

11 96 

20 00 

11.58 

11.95 

15.00 11.60 11.95 

1.50.00 11.60 

11.95 

11 55. 2(8)1 

10 00 

II 68 12 94 

0 05 

13.53 

11.55 


- 

- 

- 


. 

5.00 11.64 12.92 

1.5.05 11.67 

12.94 

> 1.75 2(8)1 

. 

. 

- 

. 

- 

5(8) 

11.62 

n 14 

10 00 

II .59 

13.12 

.50.00 II..58 1.1.12 

65.00 11..59 

13.12 

6 5(). 2(8)2 

001 

12 27 7 90 

- 

- 

- 


. 

- 

0.(8) 

6.50 

6 50 

20.00 11.75 7.79 

20.01 11 7.5 

7 79 

11 (8) 2(8)2 

- 

- 


. - 

- 

. 

. 

. 

2.00 

11.85 

11.28 

1000 II 70 11.21 

12.00 11.73 

II 24 

1115 J(8)2 


- 

- 

- 

V 

. 

. 

. 

20.00 

11.72 

II 35 


20.00 11.72 

11.35 

11 68 2(8)2 

- 

- 



- 

- 


- 

10.00 

II 76 

11.71 

. 

10.00 II 76 

11.71 

j;69 2(8)2 

. 



- 

► 

- 

- 

- 

25.00 

11.77 

I2..37 

. 

25 00 11.77 

12.37 

)1 80 2(8)2 

. 

- 

. 

- 


- 



20.00 

11.72 

13 02 

. 

20.00 11.72 

13.02 

11 82. 2(8)2 

- 

. 


. 

. 

7 50 

It 81 

13.02 

5 00 

11 78 

13.(8) 

. 

12 50 11.80 

13.01 

II 10 2(8)1 

50 OO 

11 81 11.18 

20.(8) 

II 80 

11.37 

12..50 

11.80 

•n.37 

25 00 

11.81 

)1..17 

. 

107 50 11.81 

11..17 

11 75 2(8)1 

- 

- 



- 

20.(8) 

II 81 

11 78 

. 

- 


. 

20 00 11.81 

11.78 

11 78 2(8)1 


- 

10(8) 

1 1 8.1 

tl KO 

. 

. 


56.25 

11.85 

II 81 

0.60 II 78 11.78 

66.85 11 85 

11.81 

1181 2(8)1 

- 

- 



. 


- 

- 

5 00 

II 85 

11 84 

. 

5 01) 11.85 

11.84 

11 95. 2(8)4 

- 

- 

- 


. 

10(8) 

12 05 

12 (X) 

600 

12.03 

12.00 

- 

16.00 12.04 

12,00 

11 98. 2(8)4 

147 20 

12 06 12 03 

8.(8) 

12 05 

12.02 

17.52 

12.06 

12.02 

31 00 

12 04 

12.01 

42 26 11.98 11.98 

265.98 12.05 

12-02 

12 59. 2(8)4 


- 

- 

- 


- 


. 

- 


. 

5 00 12.01 12.31 

5(8) 12.01 

12.31 

11 25 2(8)5 

1 (M) 

11 97 II 61 




- 

- 

- 

- 

- 

- 

. 

1 00 11 97 

11.63 

I tOO. 2(8)5 

0.44 

12 14 12 91 

0 07 

12 05 

I2.KX 

0.12 

12.13 

12.93 

10 77 

12.2.3 

12.98 

0.14 12 10 12.90 

1) 74 12.22 

12.97 

11.85 2006IN.STAI. 




. 

- 

. 

- 

. 

- 

. 

10 05 12.31 12.88 

10.05 12.31 

12.88 

11 50 2(8)7 

2.82 

12 24 11 97 



- 

- 

- 

- 

- 



. 

2 82 12.24 

11.97 

1 1 05. 2(8)7 

. 

- 

. 

- 

- 

. 

. 

- 

- 

. 

- 

0.06 12 05 12.40 

0.06 12.05 

12 40 

1165 2(8)7 

18.15 

12 31 12.78 

1 00 

12 11 

12.79 

2.04 

12.33 

12 79 

- 

. 

- 

10.78 12.30 12 77 

n 18 12 31 

12,78 

12.22. 2(8)8 

- 

. 

2(8) 

12 24 

12.27 

3.23 

12.29 

12 27 

- 

- 

. 

. 

5 2.3 12.27 

12.27 

12 25 2008 

142 70 

12 29 12.28 

7.48 

12 29 

12.28 

16.36 

12.30 

12.29 

36.14 

12.28 

12 28 

36.91 12 27 12.27 

2.39.59 12.28 

12.28 

11..50 2(88) 

1 54 

12.34 12 09 


- 


il.(8) 

12 .36 

12.11 

1.5.40 

12 35 

12.10 

- 

27.94 12 36 

12.11 

11.50. 2011 

. 

. 


- 


. 

. 


1.50 

12.41 

12 21 

. 

l..5() 12.41 

12.21 

Suh-(ulul 

724 11 

II 75 12.06.178.91 

II 47 

11.54 473.68 

11.51 

11.951107.57 

II .53 

II 74 196.10 11.62 11.98.1080.19 11..56 

11.84 

C /eioCiiupiui Bonds (Per Cent' Year) 













1999 

110 00 

10.34 7.03 

37 75 

10 19 

7 05 170.18 

10.33 

7 05 317..50 

10.47 

7.07 

89(8) 10.47 7.09 

724.63 10.41 

7.06 

2(HK) 

80.00 

11 27 7 86 

- 

- 

- 

70 00 

11.31 

7.93 

- 

- 

270 00 11.43 8.36 

420.00 11..38 

8.19 

2(88811) 

60.(8) 

11.45 8.53 


- 

- 

28(8) 

11.52 

8 58 

6.5.00 

11.10 

8 12 

- 

15.100 11.40 

8.37 

2(X8)()II) 

168.00 

11.47 8..50 

5.00 

11 53 

8.52 

40.(8) 

11..50 

8 54 170.00 

11.49 

8.56 

25.00 II.-17 8 56 

408 00 11.47 

8.53 

.Suh-(i>lal 

41800 

11 11 7 99 

42.75 

1053 

7 22 308 38 

10.81 

7.59 5.52..50 

10.88 

7.65 384.00 11.21 8.081705.6.3 10.99 

7.81 

(A+B+C)' 

1261 45 

11.44 10 70 4.16.66 

II .16 

11.13 947.31 

11.16 

10 531869 46 

II 26 

I0..54 790.85 11.41 10.105.305.72 11.31 

10.55 

D RBI's Open 















Matket 















Operations 

- 

- 

0.25 

11.98 

11.98 

- 

- 

. 

- 

- 

- 

. 

0 25 11.98 

11.98 

(A+B+C+D) 

1261.45 

11.44 10.70 416 91 

11.36 

11.1.3 947 31 

11.16 

10.531869.46 

II 26 

10..54 790 85 11.41 10.105.305.97 11.31 

10.55 

1 REPO 















14-Dny Bills 

- 


- 



- 



25.00 



- 

25.00 


91-Day Bills 

- 


iO.W 



- 



• 



- 

10.00 


164-Oay Bills 

- 





- 






15.00 

15 00 


Gnvi .Securilic.s 

411.90 

280.00 


816.(8) 


38,1.00 


910 75- 280.3.65 


Sub-iutal 

413.90 

290.00 


816.00 


408.00 


925.75 2 

853.65 



4 .State Govt Securities 113.07 12.50 12 52 3.26 12.61 12.31 1.08 12.19 12.23 3.40 12.48 12.92 5.61 12.42 12.69 126 4112.49 I2..53 

Gland total 2758..10 1110.22 ' 2871.20 3638.09 2017.91 12.195 71 


Mi/r.r: (1) Yields are weighted yields, weighted by tlie amounts of each transaction. 

( 2) Cunent yield has not been worked out for tieosury bills. 

(~) means no trading YTM'= Yield to maturity m percentage per annum CY = Cutront yield in per cent per annum • Yield rates of these sub-groups 

of t-bills and dated securities have been used for the graphs. 
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Tax-free status would help municipalities 
to raise funds easily from the market. 

Other Instruments 

Interest rates on commercial paper (CP) 
declined after a brief spell of high rates 
following a sharp hike in TB yields in 
September. Top-rated companies wercable 
to borrow funds through three-month paper 
at 11.2.5-11.30 per cent against 11 .^5- 
11.50 per cent in the first week of October. 
Grasim and Finolex Cables placed 90-day 
CP at 11.25 pci cent and 11.35 per cent, 
respectively, liarlicr, Tfil.f’O and Il’CI. 
had placed 90 day paper at 11.35 per cent 
and 11.45 pei cent, respectively. The total 
amount ol outstanding ('P i.ssues as on 
October 15 was Rs 4.803 crorc which was 
higher by Rs 215 crore compared with the 
outstanding amount of C'Ps a fortnight 
earlier The issues reported during the 
fortnight ending October 15. however, 
were significantly higher by Rs 1,101 crorc 
compared with the CP issues a*portcd 
during the fortnight ending September 30 
Tlie I merest rates al.so dropped signi (leant ly 
during fortnight ending October 15 to 
9 50-13 40 per cent from 10.25-13.25 per 
cent in the fortnight ending ScptemK'r 30. 

The I.ssues of certificates of deposits 
(CDs) have been generally on the decline 
During the fortnight ending August 14, 
the total out.standing CDs were Rs 6,772 
crorc as against Rs 7,287 crorc reported 
a month earlier. The CDs had reached a 


peak figure of Rs 14,584 crore reported 
in the foitnight ending April 10. Though 
the amount of new issues showed adeclinc 
in recent fortnights, the reported interest 
rates range remained more or less constant 
at 8-12.50 percent fnrdiffcrcnt maturities. 

Securitisation 

An RBI working group .set up to review 
laws relating to financial markets has 
proposed execution of securiti.sation deals 
through a trust to avoid the high stamp 
duty involved in such deals. The suggestion 
seeks to tormalise what actually happens 
in the market. Normally securitisation deals 
are performed through a trust .set up under 
the Indian Trusts Act and the trust issues 
pass-through certificates that arc in the 
nature of promissory notes transferable 
through endorsement. The mechanism has 
been advised to circumvent (he high stamp 
duty attracted by .suchdcals Dabur Finance 
entered into a Rs 12 crore securitisation 
(leal with Birla Global Finace involving 
sale of receivables relating to the fonner 
leased assets. 

IV 

Secondary Market 

Dated Securities 

The secondary market activity in 
government .securities was concentrated 
around short-dated papei;s. Among dated 
securities, activity was f<Ku.scd on papers 
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maturing in 1999-2(XX}, whereas in the TB 
section, 9t-day bills witnessed maximum 
activity followed by 14-day bills. The 
secondary market, however, turned dull 
in the second foitnight in anticipation of 
changes in the credit policy that was to 
he announced on October 30. As a result, 
the yield curve tended to be only frac¬ 
tionally upward sloping (Graphs D and E). 

Repos and Open Market Operations 

The response to RBI's fixed-rate repo 
continued to be good though erratic. Tlie 
number of bids received by RBI ranged 
from one to 14 and the amount varied from 
Rs 13 crore to R-s 3,515 crore. The average 
outstanding amount in repo declined to 
Rs 4,000 crorc in October from Rs 6,329 
crore in September. Nevertheless, liquidity 
was fairly easy and repo.s continued to 
serve as a good benchmark for liquidity 
and as a floor for overnight rates. Except 
for two auction dates when they were 
Rs 6,098 and Rs 7,468 crore, the out¬ 
standing figures generally remained low 
between Rs l,500croreandRs3,000 crore. 
Repo transactions outside the RBI aggre¬ 
gated Rs 2.800 crorc at a weighted average 
rate of about 8.83 per cent (Table 8). 

But, with the onset of the busy season, 
the liquidity started receding and hence 
the RBI’s open market operations became 
less aggressive. It .sold securities worth 
Rs 216 crore in the fortnight ending Octo¬ 
ber 16 and Rs 46 crore in fortnight October 
23. The total open market operations during 
the current financial year, however, have 
been significantly higher than last year. 
Again.st the total amount of Rs 269 crorc 
in the first quarter, the RBI absorbed 
Rs 8,991.46 crore through OMO in the 
.second quarter of the current li.scal year. 

Bonds and Other Instruments 

The secondary market activity in CPs 
witncs.sed significant boost on account of 
attractive yields available on this paper 
and unceitai nty on other comparable short¬ 
term yields such as those on TBs (Table 9). 
There was also a shift in the maturity 
profile of the papers traded. As against 30- 
day paper in the first fortnight, the activity 
in the second fortnight shifted to 90-day 
paper. The most actively traded CP wa,s 
that of TELCO followed by IPCL, ICI and 
TISCO. Few trades done in CDs were 
limited to the first two weeks. 

Activity in taxable segments of PSU 
bonds was meagre but that in tax-free 
bonds as well as in corporate bonds picked 
up towards the end of the month. Among 
institutional bonds, activity was conEned 
to short ended papers on account of 
uncertainty on the interest rates front. 


- Notrtaling GCB Govcmnient ComperajiHW BiiikK 

* incliKio, Non-SLR lasUIubonal Bonds, SLR Instiluliunal Bonds, Bank Bonds. Pminissofy Notes, Units of 
UTl, Company Notes and Zeiu Coupon PSU Bonds and otheis 


[StatisUcal eompilations for this note have been 
provided by V P Prosanth, Rafiq L Ansari and 
Nandini Sengupta.] * 
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COMMENTARY 


Telecom Pricing: Some Issues 
of Regulation 

Vinod Vyasulu 

The two basic cohcems in the current debate on the pricing of 
telecom services are: to eliminate subsidies and to encourage the use 
of modem technology. The discussion paper published by the TRAl 
recently is a commendable effort to generate a public debate, for 
perhaps the first time, on these issues. 


THE setting up of the Telecom Regulatory 
Authority of India (TRAI) is a good first 
step in-the restructuring of the tciccom 
sector. Given the vested interests involved 
in the field of industry (and this does not 
exclude the public sector), it is indeed 
encouraging that we have today a func¬ 
tioning regulatory body. This does not 
mean enough has been done. There are 
issues related to the nature of the regu- 
■jtory institution that require debate, but 
that IS for another forum. 

The document * makes many interesting 
.suggestions. There has been a serious 
attempt to apply lcs.sons learned frnm what 
is called ‘the new institutional economics'. 
A major step forward has been taken in 
que.stioning old assumptions and in trying 
to link the in.sights of theory to the prac¬ 
tical problems of .setting prices. A vast 
array ot is.sues has been covered. The start 
made is promising. And it has resulted in 
a discussion paper that invites public 
comment. Given that TRAI is barely one 
year old. this is heartening indeed. 

The .suggestions made by the TRAI in 
this paper will end up reducing the cost 
of international calls, while local call 
charges will go up substantially. I do not 
know if the rates are linked to a specified 
quality of service, and if a penalty has been 
prescribed for a failure to meet that level 
ot service.^ In our hearing, participants 
exprc.s.sed much dissatisfaction with the 
quality of service provided by DOT. In 
his inaugural address. Justice M F Saldana 
expressed his distress that the inefficiency 
and callousness of the DOT has to be paid 
for by ordinary citizens - and he cited 
several legal instances. Clearly, everyone 
felt a major change was needed, and that 
this must address the incompetence of the 
DOT - whcthcrit stemmed from an arcane 
law or from its uncaring personnel. And 
it was clear to thu.se present that pricing 
could not - and .should not - be separated 
from the efficiency issue. 

The basic concerns in the debate seem 
to be two; to eliminate subsidies, and to 


encourage the use of modem technology. 
Not many will disagree with the.se objec¬ 
tives. but the subsidy issue will have to 
be clarified further. 

The first point to note is that .some 
recommendations about prices, and that 
too on some as.sumed cost basis, have been 
made at all. Telecom is a hi-tech area with 
large investment Tcquircmcnts. Once the 
investments have been made and the 
equipment is in place, it is the volume of 
business that matters. Additional calls do 
not really add to cost. Thus the Old Faithful 
of economists - marginal cost pricing - 
is difficult to consider here. The long-run 
marginal cost keeps falling. Something 
else is needed. It will have tube some form 
ol co.st plaus pricing. To quote TRAI, 
“However, in view of the lack of details 
on co.st components, in particular thu.se 
relating to incremental costs, it is pm- 
posed that fully allocated costs (FACs) be 
used as a stating point for calculating 
tariffs” (p viii). But what are these FACs'.' 

It is difficult to price each type of .service 
distinctly, because many of them may be 
jointly produced. Once a call bounces off 
a satellite, it does not matter if it is local 
or STD or ISD. This is the case today. In 
the past it was not so. The rates we have 
Uxlayarealcgacy from this past. At the time 
they were set, they had a base in reason. 
This ba.se got eroded over time - policy¬ 
makers cou Id not keep up with the progress 
taking place in technology. But these rates 
will have to be the starling point for any 
change that we wish to intnxiuce. 

Today, the charge forgetting hooked up 
to a VSNL internet hub is a local call, 
wherever the hub happens to be. This is 
made possible by the wonders of modern 
technology. I have two questions. Why 
.should this call be charged separately? 
Why should not the cost of an internet 
connection, which is charged by hours, 
include the cost of linking up with the 
hub? And, if there must be a charge, will 
the new higher rate apply after the revi¬ 
sion? Why? We follow so many things 


from the US. There, access to the internet 
is automatic when one gets a connection 
- because local calls are free. Why do we 
not follow this example? 

Does the TRAI know what each of the 
many services for which it has made re¬ 
commendations actually cost? It has some 
admittedly inadequate data. What assump¬ 
tions have been made in arriving at these 
estimates? Can such raw data be shared 
for an independent assessment of the costs? 
What is the share of each service in the 
total demand on the telecom sector? What 
is the market profile? There arc many 
questions that need empirical answers, 
ba.sed on our experience. How will we get 
that? Should that not be a part of this 
discussion? 

Some methods of calculation have the 
sanctity of use, but there are few clear- 
cut solutions to the many issues that arise. 
How wc pose a question, and how we 
value different items and markets, will 
affect the final solution. For example, do 
wc equate customers who make only local 
calls with tho.se who make only interna¬ 
tional calls? Or do we deal with a hier¬ 
archy, where those who make local calls 
arc at the bottom and those who make ISD 
calls at the top? And so on. Choices have 
to be made and priorities set, before prices 
can be finalised. Thus di.scussion and 
debate are of essence here, ft is only on 
such a basis that choices can be made. But 
that requires that data be freely available. 
It requires that we respect a consensus that 
may differ from our own individual views. 
The TRAI discussion paper has taken the 
first step in this complex process. The 
hearing in Bangalore welcomed this. 

The TRAI has come up with some least 
cost of service figures. These may be those 
given by the DOT-or some foreign service 
provider who is hoping to enter the market 
in the future. We do not know how they 
have been arrived at. From the point of 
view of DOT, it makes sense not to share 
cost information fully^ with the TRAI. 
This is not to blame the DOT. It is simply 
to realise the need for the figures to be 
independently verified, which the TRAI 
does. This presents an opportunity to take 
the exercise further. To quote from the 
TRAI paper; 

The implementation of these principles 
requires data from a variety of sources. In 
several instances, adequate or .satisfactory 
data has not been available/forthcoming 
as yet. Without waiting for a more detailed 
information base to develop, the TRAI has 
calculated its cost-based lanffs using the 
available data (p ix). 

The TRAI paper then is a first step. 
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What we have is a telecom monopoly. 
That it is a government monopoly is besides 
the point. Economic theory tells us that 
there is no pressure on a monopolist to 
produce at minimum cost. In fact, he will 
in all likelihood be producing sub- 
optimally - with respect to what l he econo 
mist calls the ‘first best*. If this is correct, 
then how can we accept the monopolist 
DOT figums as brting reasonable? Given 
the public perception of the DOT and the 
low levels of .satisfaction with its .services 
- strongly expressed in our hearing - the 
public will bi* more than inclined to be¬ 
lieve that these figures reflect, not genuine 
cost.bullheinelliciency ofthe DOT. How 
can we accept recommendations based on 
that foundation? 

Also, we must remember that a law 
made in 188.*! governs this .sector, f'hanges 
arc clearly needed - and this di.scussion 
may coninbulc to them. The DOT has a 
dedicated number for registering com¬ 
plaints - xxx2l‘)8 - where the xxx .stands 
for the exchange number. This even has 
a complaint recording facility for holi¬ 
days. But tho.se who have tried to register 
complaints will tell you that (a) the phone 
is most often kept off the hook, (b) It is 
u.scd for making personal calls by the staff 
and so is not available for receiving com¬ 
plaints. (c) The complaints registered on 
the recorder on holidays are not ever at¬ 
tended to. And if you go personally to the 
telephone exchange they do nut accept 
the complaint - they say there is a special 
number for receiving such complaints. It 
sometimes takes a week to register your 
complaint - and much longer for it to be 
attended to. And you are charged for this 
time as if the phone was working. Should 
the DOT be both pnisecutor and judge in 
this situation? What suggc.stions diK's the 
TRAI have to see that this kind of thing 
does not happen? Why should higher rates 
even be talked of when this is the quality 
of .service that is provided? Should not this 
reform come first? 

What is the way out of this dilemma? 
Perfect competition in an area like telecom, 
traditionally a public monopoly, is just not 
a feasible option. The high levels of in¬ 
vestment needed to enter the industry act 
like a barrier to entry. This is true. But 
does that mean monopoly has to be ac¬ 
cepted? Are there no other solutions? 

Economic theory also speaks of contest- 
able markets [Baumol 1998]. This is not 
perfect competition. Such markets exist 
when entry is free and exist costless. It 
may be possible to think of ways of making 
entry'into, and exist from, this sector 
possible. Often, the threat of entry is enough 
to encourage prudent behaviour by the 
existing service provider. And if wc'suc- 
ceed in this, then a more reliable estimate 


of costs will emerge, and policy can be 
made on that basis. We are far from that 
situation today. How can we ensure that 
the telecom market is contestable? So long 
a.s the DOT remains the sole owner of 
assets, provider of services and maker and 
executor of policy, this may not be pos¬ 
sible. It is this all round role of the DOT 
that has led to the problem, lor which the 
.setting up of the TRAI is a part solution.** 
More has to he done. 

Should the TRAI take the current form 
of the DOT as unchangeable? Legally, at 
the moment, TRAI may have no option 
■ but to do so - but that does not mean this 
IS not a relevant question. Is the DOT in 
its present fomi a given? Should not a 
change in market structure underlie pnee 
recommendations? How has such regula¬ 
tion worked el.sewherc? In the Bangalore 
hearing, opinion wa.s overwhelmingly in 
favour of ending the monopoly of the 
DOT as a necessary condition for im¬ 
provement in telephone services. 

The recommendations now made are 
only for the DOT - which is the only 
player in the market, and is already making 
profits. Restructuring in a profitable situ¬ 
ation is a feasible proposition. Why not 
talk of change - after all, the TRAI has 
come into existence, sochange is possible. 
Here I will make a brief suggestion that 
will need to be debated and fleshed out. 
7'he intention here is to open up debate, 
not to present a final solution. That can 
only result after considerable debate of the 
kind we are having today. 

An Al.TF.RN at IVb 

The capital as.sets of the DOT - ex¬ 
changes, switches, satellites, etc - can be 
separated and transferred to another or¬ 
ganisation - a special purpose vehicle 
(.SPV) in modem terminology. The SPV 
would have the union and state govern¬ 
ments, consumers and experts on its board. 
There .should be -checks and balances to 
minimise moral ha 2 ard. This SPV will act 
as the custodian of this equipment, and 
work to invest in more over time.-' It would 
lea.se out the equipment to operators on 
terms specified by TRAI [For how such 
a usufruct arrangement may work, see 
Vanek 1971 ]. It will not have the freedom . 
to refuse its services to any operator. The 
DOT, if its offer is viable, can be one such 
lessee for a part of the system. And there 
will be others; public or private, it does 
not matter. This need not appear f ar-fetclied 
today - after all. such conditions are part 
and parcel of the power sector reforms that 
are now being undertaken in the country. 
The theory behind such $ugge.stions is 
well-known. 

The operating costs of the last year - 
or an average of the last three years - for 


which there are data, can be taken as a 
ceiling. All who bid to operate the system 
to ctefined specifications must make offers 
that cannot exceed this ceiling. The cur¬ 
rent employees of the DOT, fre^ after this 
separation of the SPV, could alsb bid, as 
could unions of telecom staff, co-opera¬ 
tives of telecom engineers - or anyone 
else.^ Many of them, freed from the shack¬ 
les imposed by being part of the govern¬ 
ment. would be willing to show what they 
can do.^ Thus, it will unleash a lot of 
energy and initiative. 

No one bidder should get more than a 
specified numberof functions to run. Thu.s, 
in Bangalore, there arc many exchanges. 
We could en.surc that there are at least 
three different parties running them. The 
contract should be for a specified period, 
.say a year. At the end of the year, the 
market is thro wn open again. Those against 
whom there are serious complaints should 
be penalised in some way. Details can be 
worked out. The whole process can be 
repeated, using the data of the year past 
to .set the terms of the bids. Thu.s, costs 
should tend to fall. In a year or two the 
system will settle down. 

To deal with the question of quality of 
.service, a provision should be made that 
complaints will be kxlged with an inde¬ 
pendent agency that will monitor them. 
Instead of depending on the DOT, as now, 
the same system of dedicated numbers can 
continue, but with, .say, a local consumer 
protection body operating the fault and 
complaints system. Penalties can be built 
in for faults not attended to within 24 
hours. These bodies should have direct 
acce.ss to TRAI - so that the service pro¬ 
viders is kept on their toes. Details can 
be worked out for such a system. 

This would bring in an elemeht of 
competition into this industry through the 
bidding process. The assets would remain 
in the public sector. Without giving away 
assets, a public sector monopoly can be 
converted into an industry subject to the 
pressures of competition. The consumer 
should be the first to benefit from such 
a change. But over time, others should 
benefit also. From the lease revenues 
earned, the SPV could take decisions like 
investments - which would then be let out 
on the ba.sis of contesting the markcLs. In 
this model, the TRAI would remain the 
final arbiterof issues. An impartial umpire 
is es.sential. 

This model could be refined in many 
ways. One operator could be forbidden 
from working all segments of the market. 
This is what was done in the US when Bell 
Telephones was broken up. We could have 
small local operators for local services. 
We could have others dealing with long 
distance calls. International calls could be 


2898 


) 

Economic and Prriitical Weekly Novem^ 14, i99g 



another segment. Foreign* companies 
should only be allowed in with an Indian 
partner, noton theirown. Given the debates 
on the multilateral agreement on invest¬ 
ment (MAI), this could be a useful bar¬ 
gaining chip. 

Similarly, consumers could be given a 
^ choice. Some would opt for local services 
only - in India, this would be the majority. 
Others would opt for a mix of services - 
it should be ensured that any consumer 
had a choice of at lca.st two providers for 
any service. If I wanted both STD and ISD 
services. I should be able to chooste from 
among at least two different .service pro¬ 
viders. It does not matter that both rent 
equipment from the same SPV - the con¬ 
sumer exercises a choice. This element of 
competition is essential - and it is tech¬ 
nically feasible. 

The quc.stion of eliminating subsidies 
needs to be restated. To many, based on 
American experience, the elimination on 
subsidies has taken on almost a religious 
flavour. I think it bears repetition in India 
that a complete elimination of subsidies 
IS both politically impossible, and cer- 
* '.niy also undesirable on equity grounds. 
This docs not mean that the general rev¬ 
enue must pay for such a ‘subsidy’. The 
telephone is not a merit giKHi like, say, 
primary education. But it is not a luxury 
g(x)d either. It is cross-subsidy that 's 
relevant here. 

This is a country of great poverty and 
inequality The ‘eliminate subsidy com¬ 
pletely' po.sition has validity in a country 
where hunger and survival are not is.sues. 
In India, it would be enough to eliminate 
subsidies that go to the rich. With no .social 
security, some subsidies must remain ~ 
till the nature ol the underlying .society 
changes. And that will take quite some 
time-so we must accept that some (cross) 

> subsidies will remain. But they can be 
* maintained - of course, within limits-by 
di.scnminatory pricing strategics. Eco¬ 
nomic analysis has much to say on this. 
These will, of course, have to be under 
con.stant review. Here the TRAI will have 
to play a crucial role. If telephone services 
are important, then there can he good 
reasons tor .subsidising these .services in 
the north-east. There can he good reason 
for limited subsidies in rural areas. The 
why and the how much should be clearly 
known - and socially acceptable. They 
must not be hidden subsidies any longer. 

If tho.se who make international calls arc 
.subsidising those who make local calls - 
and this has to be shown in detail - it does 
not follow that this cross .subsidy must be 
eliminated and that too in one step, a much 
'^qf, current debate assumes. This is the 
weakness of the current TRAI .sugges¬ 
tions. It is a case that has to be made using 


Indian data - and this, so far as I know, 
has not yet been done. The TRAI accepts 
this. 

This does not mean that all the existing 
sub.sidies must continue, nor is this a plea 
for new subsidies. In a poor country, we 
have to be careful about subsidies. How 
arc they to be paid for? How much can 
wc afford it? How much must come from 
the taxpayer in the form of subventions 
from the budget - and how much must 
take the form of cross-subsidy? In the 
latter case, how much burden should be 
imposed on any specific groupof persons? 
There can be di.sagreement and debate in 
this matter - on how much, for whom and 
so on, but not on the continued existence 
of subsidies for some time to come. The 
question rather is of cither reducing, or 
maintaining the subsidy bill while meet¬ 
ing its objectives more effectively. It is 
only in the long term that subsidies can 
be removed altogether. This may mean re¬ 
evaluating the use that can be made of the 
theory of contestable markets. Conte.st- 
able markets will mean an elimination of 
subsidies. If wc wish to retain them, at 
least for some time, then how do we 
proceed? There are many questions even 
for those interested in theoretical matters. 

These issues are not very relevant in 
we.stcm debate: but they must occupy a 
central role in ours. The TRAI’s assump¬ 
tion that subsidies must be eliminated - 
ba.sed on a rather quick acceptance of the 
tenets of economic theory as it has grown 
in the west - needs to be questioned and 
challenged. It is a que.stioning that 1 hope 
has begun now. 

Let me give one example. In the current 
recommendations, the rental on phones 
would increa.se. The number of free calls 
would come down. The rate per local call 
would go up. At the same time, the cost 
of long distance and international calls 
would come down.** The DOT would still 
be the only operator. Ashok Desai, in his 
Business World article, argues that over¬ 
all, the consumer may end up paying less 
than before. This is true. But the consumer 
who ends up paying less is the one who 
used the phone for international calls, and 
who made few local calls. What is the 
profile of such a consumer? How many 
such arc there in the Indian market? Is it 
not true that most of the Indians who u.se 
the phone use it largely for local calls? If 
so, what happens to them in this system? 
Why should they end up paying more than 
befoK? Should we not distinguish be¬ 
tween domestic and commercial users, 
with the latter paying higher rates? 

The TRAI paper admits this problem: 
The expenditure to subscribers and hence 
the revenue earned by operators, depend, 
inter alia, on the elasticity of demand. 


Reliable estimates of elasticity of telecom 
demand in India are not avulable and, 
therefore, estimates from other countries 
will have to serve as a basis for our under¬ 
standing of the corresponding estimates 
for India. Such estimates are given in 
Table AII.3S... (Annex 11, p 93, para 90). 

This ud)le uses data from Australia. 
Many, like myself, may consider this 
inappropriate for India. Without estab¬ 
lishing that this is a relevant comparison 
with India, it cannot be accepted. I would 
like the TRAI to provide this justification. 
1 would like to see some alternatives from, 
say, Indonesia. We should make efforts 
to collect such data, even on a smsdl scale. 
Our discussion would benefit from this, 
and we would all be the wiser for it. 

The equipment for making any of these 
calls is the same. Technically, there is not 
much difference between local and long 
distance calls. How can one apportion cost 
between local and long distance calls? 
There are many complex issues here. 
Without providing more detail, the recom¬ 
mendation made would appear to favour 
those who use the ISD facility and dis¬ 
criminate against those who limit the use 
of the phone to local calls. This latter 
category includes ordinary families, small 
industrialists and so on. Given the nature 
of technology, where unit cost of calls 
keeps falling, any increase in rates has to 
becarcfully justified. Withoutacasebeing 
made that the domestic users make undue 
demands on the telephone system, it is not 
possible to sustain the kind of recommen¬ 
dations that the TRAI has made, because 
it has hidden assumptions. These need to 
be made clear. 

The basic question is this. Should .such 
changes in rates be made for a profit- 
making DOT before competition is intro¬ 
duced? Should not the existing rates be 
treated as a ceiling for all players in the 
market and changed after experience has 
been gained? Should not the sector first 
be thrown open carefully before such 
changes are implemented? Why should 
wc a.ssume that the price changes should 
come first? The-TRAI paper says (p xiv) 
that all its recommendations on tariffs are 
os caps, i e, upper limits. In the absence 
ofcompetition, they wi II become the prices. 
In a monopoly situation, there is no way 
that pressure to price below the recom¬ 
mendations can be exerted. In fact, in 
making recommendations, the TRAI 
should present different sets of alternatives 
that the public should evaluate, and from 
which it may choose. We have a long way 
to go to teach this state. 

If we think in terms of such changes in 
the way the industry is organi.sed, then the 
pricing question takes a different form. 
What the TRAI has placed before us lakes 
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for granted the existing system. It is this 
system that has led to the inefficiencies 
that people are complaining about. Why 
should future policy then be based on that 
•Structure? Ixl us l(x>k for alternatives and 
askthe'rRAItoplaccsuchchoicesbcfore us. 

What has been the experience of de¬ 
regulation. etc. in other countries? Wc 
hear about how telephone rates fell in the 
Philippines. We hear about how common 
cell ph<>ne.s have become there. What kind 
of deregulation did they do? What are the 
adverse effects? What can we learn from 
such experiences? The debate has to be 
enriched with infomiation and analy.ses ot 
experience. We need much more informa¬ 
tion. The public should not be asked to 
decide without all the details being avail¬ 
able If some data are not available, let the 
TRAI .say so - and then seek acceptable 
assumptions and suggestions. These are 
matters where con.scnsu.s will have to be 
built. In placing this paper before us, the 
TRAI has taken the first step towards 
building such a con.sensus. 

Notes 

(This IS .1 ivMsed viTsum of a paper prepared 
lor a public hearing on the i.s.suc organi.sed by 
Voices and (TtP.S. in Bangalore on October ^l 
I am grateful lo ihe parlictpanls for Iheir com 
ments | 

1 Although the paper is a pneed one. wc found 
It difficult to obtain in Bangalore Fortunately, 
the TRAI sent u.s three copies to facilitate the 
heating Kapit Kathuno. director, Bcononiics. 
flew down lo atleiid the heanng This openne.ss 
to public hearings is a good feature of Ihe 
TRAI It IS so lefieshingly different Irom Ihc 
attitude ol typical IVIhi centric organisations 
that we often have to deal with 

2 And if so. what recourse does a consumer 
have? I understand that the TRAI is bringing 
nut a separate papei on this que.stion 

t This IS not an accusation, hut a simple 
recognilion of nonnal monopoli.slic bcha viour 
4 This loo ha.s been subject lo litigation, with 
the 1X)T having challenged TR Al's role in the 
couits This IS a matter yet to he settled. The 
hearing ho|)ed it would go in favour of TRAI 
.S In a system ha.sed on price caps, operators may 
not have an incentive to invest This will he 
in some sense a counter to this 

6 lliis IS a dimension where this model will need 
a great deal of refining It will also have to 
be (.aR’fully explained to all eoneemed. not 
as an anil l.'ihour measure, hut os a progressive 
step which opens up many opportunities for 
them This will be a neecs.sary. but not suf 
ficicni. condition for any suecess 

7 And they will find attraclivc employment 
opportunities with the new service providers 
who will eome on Ihc scene 

8 There have been reports m Ihc press aboul the 
pressure fruiti loteign [csprctally Amcncan 
companies] to reduce inlemaiional ratc.s They 
have ■ fixed’ a maximum of US $ 40 - the TRAI 
has recommended US $ Is this, rather than 
some unknown model the basis for the le- 


cummendabon? The TRAI should clonfy this 
issue 
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THH first meeting of the newly coiLsti- 
liiled Cauvery River Authority wa-s held 
on October 28. It wa.s a much awaited 
sequel to the recent accord on the .sharing 
of Cauvery waters among the riparian states 
of Karnataka. Kerala, Tamil Nadu and 
Pondicherry. Differences over the quan¬ 
tum of water released into Cauvery by 
Karnataka and the method of measure¬ 
ment were the contentious issues between 
Karnataka and Tamil Nadu. Decisions on 
these two issues were left to the prime 
minister who in turn would be assisted by 
a subcommittee comprising top bureau¬ 
crats from the riparian .states and the cabinet 
secretary would head this subcommittee. 

The accord, which is a result of inter¬ 
ventions by the Supreme C'ourt, has al¬ 
ready evoked a range of responses. The 
BJP at the centre is showcasing it as one 
oi its most important achievements along 
with Pokhran nuclear tests. The regional 
signatories to the accord, particularly the 
ruling parties of the two main contending 
states, viz. Tamil Nadu and Karnataka, 
have of course no option other than defend 
It. Driven hy survival instincts, regional 
opposition parties like the AIADMK in 
Tamil Nadu, cheered by fringe Tamil 
national groups, have levelled strident 
criticisms against the accord and 
characterised it as a virtual sell-out. State 
units of different national parties have 
thrown to the wind any consistency and 
are talking in different tongues that would 
plea.se their vote banks in different states. 

The main contention of those who 
critici.se the accord from within Tamil 
Nadu is that the proposed technical body 
to be constituted under the Cauvery River 
Authority has only a limited advisory role. 
In other words, it is not empowered to 
dictate decisions to the member states in 
situations of conflict. Implicitly, what is 
being indicated is that Karnataka, well- 
known for its intransigence in the past, can 
and is at liberty to overlcwk any advice 
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from the technical body that would go 
against its perceived and real interests. 
The critics demand that Ihe propo.sed 
technical body should be vested with 
adequate statutory powers, in addition to 
their advisory role, so that it can take over 
the reservoirs and enforce solutions if 
Karnataka defaults to release the recom¬ 
mended quantum of water to Tamil Nadu. 
While such criticism attempts to keep at 
play Ihe long-continuing atmosphere of 
mutual suspicion between the states, it 
also fails to recognise the key fact that 
vesting the Cauvery River Authority with 
legal powers would amount tn a blatant 
interference with the already emaciated 
autonomy of states. 

Despite such criticisms, what the accord 
has achieved - in fact, for the first time 
since the dispute came into being in 1974 
- is that Tamil Nadu can now legitimately 
claim 205 tmeft of water every year. In 
conceding this claim, though under pres¬ 
sure from the Supreme Court. Karnataka 
has implicitly acknowledged the fact that 
the Cauvery waters are the lifeline of 
millions of peasants and even greater 
number of agricultural labourers in the 
Cauvery delta in Tamil Nadu. On Ihe other 
hand. Tamil Nadu has reconciled itself to 
the quantum of 205 tmeft of water while 
awaiting the final award hy the Tribunal. 
Significantly, what is missing in the new 
context is the usual high-pitched 
clamouring for a larger share of Cauvery 
waters based on its lower riparian rights. 
This amounts to Tamil Nadu, in an indi¬ 
rect fashion. iiecogni.sing the importance 
of Cauvery waters for the peasants in 
Karnataka, who have begun to use it on 
a large-scale only recently. 

Such a recognition seems to have been 
possible for the Tamil Nadu government 
basically becau.se of a paradigm shift in 
its attitude towards the Cauvery water ' 
dispute. If, in the earlier days, the demand ’ 
for Cauvery water got framed exclusively 


Cauvery Dispute: Changing Paradigms 

J Jeyaranjan 


The resolution to the Cauvery dispute ultimately rests on viewing the 
problem as one of resources management. Tamil Nadu appears to 
have effected such a shift in paradigm, prompted no doubt hy the 
early success of its project to restore and maintain the irrigepion 
network in the river delta. 
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in the strident language of rights moti¬ 
vated by short-term and sectarian political 
gains, now the issue of water is being 
looked at from the angle of natural re¬ 
source management as well. This is evi¬ 
dent fn)m the fact that Tamil Nadu gov¬ 
ernment has launched two years ago a 
•' massive drive to restore and maintain the 
irrigation network in the Cauvery delta. 
The ma.ster plan which promises to cover 
the entire network of about 12,000 km of 
canals in pha.sc.s within a span of five 
years, envisages a huge investment of over 
Rs i 40crore. Financial resources are being 
tapped from the slate's own budget with¬ 
out any central or external a.ssistancc and 
thou.sand.s ot miles of canals in the delta 
that have remained uncared for long, are 
being targeted tor re.storation. 

Thi.s massive plan is now already two 
years old and about Rs 30 crore have 
already been spent in desilling and restor¬ 
ing about 4,000 km of canals, drains and 
livers. Importantly, this is the first time 
the branch rivers and main canals are also 
de.si I ted si ncc the conslructii m of the Met t ur 
(lain in 1934 Restoration of canals by 
^moving encroachments anddesiking has 
improved the timeliness of water avail¬ 
ability and it is now po.ssible to distribute 
the available water over a fairly wide area. 
Ka.st Thanjavur. which used to wait for 
weeks to get its supply of water after it 
was released from Grand Anaicut, now 
gets it in a couple of days. The results 
would be more visible when the entire 
della is covered by the plan in a few years. 
Such desiiting operations are also carried 
out in other parts of the state. 

This new recognition by theTamilNadu 
government that judicious use of the 
available water is as important as the 
availability ol water in itself, is rather 
important m a situation where large parts 
of the irrigation network in the delta is 
already marked by decay. The periodical 
maintenance of irrigation channels by 
community labour mobilised under the 
'kudimaramath' system had broken down 
long ago. Whatever little remained of 
community maintenance of irrigation 
sources fast declined with the privatisation 
of irrigation through mechani.s^ pumpsets. 
The owners of pumpsets, given their re¬ 
duced dependence on community irriga¬ 
tion sources, no longer exhibit much 
enthusiasm for their upkeep. Even when 
kudimaramath was undcitaken, desiiting 
works were undertaken only in branch and 
minor channels. Cauvery being an irriga- 
tion-cuin-drainage system, where the 
drainage canals in the upper reaches turn 
into irrigation canals in the downstream. 
4>on-maintcnance in anyone area will affect 
tite whole system. Scarcity during lean 
.sea.son and floixling during the time of 


plenty has come to be the order of the day. 
The worst hit are at the tail end of the delta 
experiencing either short supply or non¬ 
availability of water or flooding. The 
carrying capacity of the canals also came 
down sharply due to siltation and en¬ 
croachments. 

This new paradigm of resource manage¬ 
ment set in the motion by the Tamil Nadu 
government contains the possibility of 
solving the much vexed Cauvciy dispute. 
While it leads to better utilisation of water 
in Cauvery delta, it can also augment the 
overall supply by reducing wastage, if 
Karnataka choo!«;s to adopt a resource 
management approach. But its sustaina¬ 
bility depends on a number of critical fac¬ 
tors. Beneficiaries are to be integrated into 
'suitable new organisational structures 
where the maintenance of the irrigation 
work becomes self-sustaining and impor¬ 
tantly such newly formed organisations 
are to be democratised. This is indeed a 
daunting task given the fact that the farmers 
in Tamil Nadu arc so used to state subsidy 
{aUt free electricity forirrigalionjand village 
communities are marked by cleavages 
based on class and caste. In other words. 


it is not sufficient tosymbolicall^ rechrislen 
the erstwhile irrigation wing of the public 
works department as water resource 
organisation as Tamil Nadu government 
has already done. Even while this new 
name affirms the thnist towards resource 
management, it would not achieve its aim 
if it is merely left in the hands of engineers. 
It requires multiple forms of knowledge 
and political will. 

The success of any accord is in its effec¬ 
tive implementation. The ticklish issue 
that can render the accord futile would be 
the lime .schedule for the release of 20S 
tmeft of water by Karnataka for Tamil 
Nadu. In fact, this was the key issue which 
the prime minister has been asked to soit 
out during the meeting of the Cauvery 
River Authority. Instead of leaving it to 
the judgment of the prime minister and the 
bureaucracy as it has been done during the 
meeting, both the states would be better 
offifthey seek solutions within the newly- 
emerging paradigm of re.source manage¬ 
ment. After ail, this paradigm, when fine- 
tuned, can offer multiple and flexible plans 
for water distribution in the delta to meet 
differing situations of water availability. 


UTTAR PRADESH 

Budget 1998-99: State Finances 
in a Shambles 

Kripa .Shankar 

Reluctance to mobUise resources arul failure to control administrative 
expenditure have reduced the UP government’s finances to a 
shambles, with a precipitate decline in the share of developmental 
capital outlays. 


EVEN among the BIMARU states UP had 
a higher income than others only a few 
years ago. Not it is ahead of only Bihar. 
Starting with a higher per capita income 
than the national average, now UP’s per 
capita income is only 64 per cent of the 
national per capita income. Two things 
stand out clearly. One, it has been very 
reluctant in mobilising more resources and, 
secondly, it has been second to none in 
diverting rc.sources to non-productive uses. 
'Ihis has led to a constantly declining 
share of capital outlay in its total dis¬ 
bursement on the one hand and increasing 
recource to borrowings on the other to 
meet the gap. All the states except Bihar 
have now a higher per capita state tax 
revenue than IIP. Per capita tax revenue 
as a percentage of per capita income is 
twice in stateslike Kerala and Tamil Nadu, 
although the per capita income is only 40- 
.SO per cent higher as compared to UP. 


Between 1993-94 and 1997-98 (RE) the 
revenue deficit of the state government has 
increased from Rs 1,145 crore to Rs 7,618 
crore. or nearly a seven-fold increa.se. 
Borrowing has been the soft option for the 
government to sustain its profligacy. 
Annual borrowings have doubled in a 
couple of years. Borrowing wasoftbe order 
ofRs 4,261 crore in 1995-96; in the current 
budget of 1998-99 it is slated at Rs 8,838 
crore. Larger borrowings will mean larger 
interest payment and now the same at 
Rs 6,019 crore accounts for two-thirds of 
the state’s own tax revenue of Rs 9,369 
crore. RepaymentofdebtisRs 2,830crore. 
TTius the two together (Rs 8,849 crore) eat 
away 94 percent of the state‘s tax revenue. 
As the bulk of the revenue expenditure is 
of a committed nature, the fact is that the 
entire borrowing is used in paying interest 
and repayment of debts. 

The state has a dysfunctional bloated 
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Table 1: Revenue and.Cap(tal Expenditure of UP Government 


has been an absolute decline in some cases 


Item 

1996-97 (BE) 

1997-98 (BE) 


Rs Crore 

Percentage 

Rs Crore 

Percentage 

(1) 

(2) 

(.3) 

(4) 

(5) 

(1) Pension and general services 

IS0H8I 

5.6.5 

1902.25 

5.49 

(2) Inieresi 

46 SO 41 

1741 

6019.21 

17.39 

(.^) Administrative services 

2y>6 09 

9.72 

5219.47 

1.5.08 

(4) Education, sports and culture 

4062 76 

IS.2I 

5179.43 

14.97 

(5) Health and family weltarc 

I40S 37 

5 26 

1.374.62 

3 97 

(6) Welfare of .SC, .ST. etc 

1165 8.5 

4..37 

1417.21 

4.10 

(7) Agriculture .uid allied activities 

1087 76 

4.07 

1209.17 

3.49 

(8) Rural development 

1077 85 

404 

1073.82 

3.10 

(9) Imgation, food control and power 

20tl 29 

7.61 

2.334.13 

6.75 

(10) Industries mining and transport 

828 87 

3 10 

1073.45 

3 10 

(11) Repayment of debts 

i‘>n9i 

7.17 

28.30.39 

8 18 

(12) Advances 

(13) Compensation to local bodies and 

1891 06 

7.08 

1889.03 

5,46 

panchayad iiiMiiuiions 

284 84 

1 07 

825.08 

2.38 

(14) Others 

2202 11 

8 24 

2263 31 

6..54 

Total 

26709 88 

100.00 

346I0..57 

100.00 


Sourer ‘Uilar Pradesh Aya Vyak ki Ronprekha'. I'Wh-iJ? and 1998-99, Finance Depaflment, UP 
CFOvernmcnl 


Tabu-2 Oriiwiuib r>FVELOPMtNTAi and Niin-IJi vii opmhntal ExPFNornjRE on Rfvenuf Aivoont 


Item 

1994-05 

(Actual) 

1995-96 

(Actual) 

1996-97 

(Actual) 

1997-98 

(RE) 

1998-99 

(BE) 

(1) Developmental expenditure 

8184 99 

9133 92 

10.590 33 

1361.64 

1.3421.II 


(53 lr>) 

(.52 03) 

(.55 14) 

(55 63) 

(48 64) 

(2) Non-developmental expenditure 

6973 46 

8148 II 

8319 39 

1049.3.62 

13.336 26 

(3) Compensalioii to local bodies and 

(45 30) 

(46 41) 

(4.3 31) 

(41 81) 

(48 37) 

panchayati raj instilulinns 

2.37 52 

27.3 83 

297 98 

641 23 

825 08 


(1 54) 

(1 .56) 

(1.5.5) 

(2 56) 

(2 99) 


15395 97 

17555 86 

19207 70 ; 

25096.49 

2757.3 45 


(1(8)(8)) 

(100 00) 

(1(X).(K)) 

(100 00) 

(UX)(X)) 


Sounr 'Uitar Pradesh Aya Vyak ki Ronprekha' (various issues) 


bureaucracy which has been the main 
beneficiary of state expenditure as the 
salary bill is now equal to tax revenue of 
the state. In the name of development only 
posts arc created. To facilitate this now 


than Rs 9,(XX) cnyre or an increase of 70 
times since 1970-71, (vide, ‘Uttar Pradesh 
Aya Vyak ki Rooprekha, 1998-98’, 
Finance Department, UP Government). 
Table I shows the percentage 


like health, rural development and 
advances. The percentage share of total 
expenditure on each and every single item 
of social and economic services except in 
the case of industries and transport has 
declined. In case of the latter also it has 
remained static at 3.1 per cent Share of 
irrigation, flood control and power has 
declined from 7.61 per cent to 6.7S per 
cent. Likewise share of agriculture and 
allied activities has declined from 4.07 per 
cent to 3.10 per cent and that of rural 
development from 4.04 per cent to 3.1 per 
cent. A former chief minister, Mulayam 
Singh Yadav, used to claim that SO per 
cent of the budget is being diVeited to the 
rural areas. Kalyan Singh now claims that 
he has raised the share to 70 per cent. Will 
they explain the niceties of their 
mathematical calculation? 

Table 2 shows the growth of develop¬ 
mental and non-devclopmental expen¬ 
diture on revenue account. It will be seen 
that the share of developmental expend! ture 
for the first time declined to less than half 
in 1998-99 (BE). As compared to the revis¬ 
ed estimates of the previous year, develop¬ 
mental expenditure declined by Rs 549 
crore but non-developmental expenditure 
increased by Rs 2,843 crore. Non-develop¬ 
mental expenditure as a percentage of 
total revenue expenditure increased from 
42 per cent in the rcvi.sed estimates of 
1997-98 to 48 per cent in the current 
budget. The burden has fallen on capital 
outlay. The same as a percentage of total 
capital expenditure fell from 37 per cent 
in 1997-98 (RE) to 33 per cent in 1998-99. 

Capital outlay now forms less than 7 per 
cent of total expenditure. How low is the 
capital outlay on economic services will 


more and more new di.stricts are being 
carved out of the exi.sting ones. In 1971 
there were 12,437 gazetted officers and 
5,31,749 non-ga/etted employees in the 
state. As on April I, l‘>97 there were 
68,796 ga//:ttcd off^cers and 9,25.877 non- 
ga/etted employees bringing the total to 
9,92,67.3 (vide Budget Paper 1998-99, 
Khand 6). The number of gazetted officers 
rose by more than five times and that of 
non-ga/etted employees by 74 per cent. 
The bureaucracy is notoriou.s for its 
inefficiency and if any study is made it 
will be found that the government 
machinery in UP is the most corrupt, ol 
course with the exception of Bihar. The 
expenditure on salaries and allowances of 
the staff has phenomenally increased over 
the years. In 1970-71 the expenditure on 
government staff's salary. DA and other 
allowances excluding TA and expenditure 
on workcharged staff was Rs 130 crore. 

In 1996-97 the same was Rs 5,7.30 crore i 
and in I *>98-99 it is estimated to be mure 


distribution ol combined revenue and 
capital expenditure for 1996-97 (BE) and 
1998-99 (BE). It is striking to note that 
administrati ve expen.ses more than doubled 
in just two years from Rs 2,596 crore in 
I <>‘>6-97 to Rs 5,219 crore in I9‘>8-99. 
Interest charges also increased by nearly 
30 per cent. Repayment ol debt increased 
by 48 per cent and pension and general 
services by 26 per cent. As regards 
developmental heads there has been, by 
and large, very moderate incrca.se or there 


be clear from the fact that in the current 
yearit is slated at Rs80crore for agriculture 
and all the allied activities as well as rural 
development. Capital outlay on industries 
is slated at Rs 27 crore while on irrigation, 
flood control and power it is slated at 
Rs 794 crore. No wonder with this low 
capital outlay on irrigation which 
essentially goes for maintenance there is 
hardly any increase in the area irrigated 
by public irrigation works. This will affect 
future agricultural growth adversely. 


For the Attention of Subscriber.s and 
Subscription Agencies Outside India 

li has cDiiic lo our noiicc lhat a large number of subiicripiions to ihc EPW from outside 
Ihc c'uunliy logciher with Ihc subscriplion puyincnl.s .sent to supposed .subscription agents 
III India have not been forwarded lo us. 

We wish lo point oul lo subsenbers and subscription agencies outside India lhat all foreign 
subscriptions, logelher with Ihc appropriate remittances, must be forwarded to us and not 
lo unaulhori.scd third partiu.s in India 

We take no Kspoasibitity whatsoever in respect of sub.scnptions not rogisicrod with us. 

Manager 
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Law Enforcement: Talking and Doing 

J V Deshpande 


L K Advani demanding the death penalty for rapists is reminiscent of 
Jawaharlal Nehru wanting blackmarketeers to be hanged from lamp- 
posts - and as meaningless. Over the years the law enforcement agencies 
have developed a remarkable expertise in not being able to gather 
sufficient evidence in cases involving powerful accused As the country’s 
home minister, does Advani propose to do anything about this? 


MANY well-wishers of home minister 
L K Advani see in him a latter-day Sardar 
Patel. Without getting into any compara¬ 
tive study of the two, it has to be said that 
on occa.sion he also sounds a lot like 
Jawaharfal Nehru. Not in all respects of 
course. Advani himself would readily 
admit to not even wishing to compete with 
Nehru in his cosmopolitan elegance or in 
his version of .secularism. Yet when he 
promises to amend the law of the land to 
punish rapjsts with the death penalty, there 
is an uncanny echo of Nehru vian rhetoric. 

Soon after he became prime minister ol 
the country, Nehru went on to declare in 
public speeches that blackmarketeers 
should be hanged from the nearest lamp- 
posts. He was all-in-all in the country then, 
the numero uno of India, a darting of the 
masses and charmer of the elite opinion- 
makers and the educated cla.sscs. Yo* no 
blackmarketecr was ever discovered by 
him or later by his succcs.sors in all the 
past 50 years, let alone anyone being 
hanged Irom a lamp-post. When he vi.stted 
Bombay in the early days of his .steward¬ 
ship (It was called Bombay then) and saw 
the ill-famous slums of Dharavi, he de¬ 
clared that such ‘bustles' ought to be burned 
down. Since then. Bombay has changed 
its name to Mumbai, the slums of Dharavi 
have grown far worse and have spilled 
over the railway lines. Similar ‘bustles’ 
have multiplied. There arc a dozen others 
in Mumbai alone and hundreds in other 
parts of the country which can compete 
with Dharavi in squalour and in degrada¬ 
tion of human existence. 

Echoing moral indignation which be¬ 
came Nehru so well and which also does 
Advani credit no end, the latter wants death 
penalty lor rapists in the country; presum¬ 
ably that IS his response to the rape of nuns 
in Madhya Pradesh. No one doubts Ihe 
intensity of feeling and the sincerity of 
purpo.se behind Advani’s outburst, just as 
no one doubted the exi.stcncc of thc.se 
estimable qualities in Nehru in the old days. 
Yet one may, with some trepidation, enter 
a caveat or two on the subject. Let us forget 
for the moment the conventional judicial 
dictum of litting the puni.shment to the 
crime. II a rapi.si deserves death, how do 
you deal with a rapist who also kills his 


victims? Or with a paedophile? How about 
the adulterators who added poison to mastaid 
oil only recently and caus^ many deaths? 
Or persons who by consciously using sub¬ 
standard cement and other material has¬ 
tened the collapse of buildings and buried 
to death many innocent people? Any 
number of such examples can be given. 

But even that is nut the immediate issue. 
Advani will perhaps remember that early 
in his quest for ‘swaraj', Shivaji report¬ 
edly chopped off the arms of a village 
chief for raping a woman whom he was 
in a way supposed to protect. The nature 
of punishment is gruc.some by today’s 
standards (yet perhaps not as har.sh as the 
death penalty). The main message behind 
the punishment was not its bloodiness but 
in its swiftness. Even though the law 
enforcement agencies were as primitive as 
the means of communication then, the 
retribution to the criminal from the state 
was quick and decisive. 

Advani might profitably compare the 
speed with which the ca.se was decided 
tlienandsomeofthe recent, more publicised 
instances. A scion of a rich and powerful 
family in Kolhapur area, convicted of rape 
about five or six years back, is still to serve 
his .sentence; his case is meandering 
through various appeals. The case agaiast 
a legal luminary in Orissa is still being 
investigated for about a year now. The case 
in which a film star from Mumbai was 
molested in Bhubaneshwar seems to have 
petered out or is still under investigation. 
The case of sexual molestation of a senior 
female IAS official from Chandigarh went 
on for a full dozen years, while another 
one of the same nature from the same city, 
involving the progeny of a senior politi¬ 
cian, running for the past five years or 
more, is still being argued. Five years after 
It first hit the headlines, the main accused 
in the notorious Jalgaon sex scandal was 
set free recently by the high court for want 
of evidence. In the Rajasthan case which 
was the cause of the Advani outburst, the 
suspects are still to be apprehended even 
though the crime is a month old. 

As the chief law enforcement officer of 
the country, Advani must be aware of all 
tlic.se cases and many more of the same 
nature. A common feature of all of them 


'is that those cases which involve mon¬ 
etarily or politically powerful people take 
forever to come to a conclusion. This is 
as true of rape and molestation cases as 
ofcomiptionorcrimesofothertype. More 
often than not, the cases are presented in 
such slip-shod way, without complete 
investigations or sufficient evidence that 
the judges, even after passing severe stric¬ 
tures aliout the work of the prosecuting 
agencies, have no option but to dismiss 
the charges. Thus wfc see the case in 
Mumbai against an MLA (a supporter of 
the BIP-SS government in Maharashtra), 
and all others dismissed for want of suf¬ 
ficient evidence, even though the main 
charge was proved that some persons 
swindled the bank which the MLA heads 
by a simple trick of buying non-existent 
land in Mumbai at an exo^itant rate for 
the bank. (The bank io.st Rs 4.S0 crore.) 
Or the other recent case from New Delhi 
where persons charged with waging war 
against India had to be released because 
the police had not taken the elementary 
step of securing all the necessary permis¬ 
sions before framing the charge. 

There is no doubt that a majority of the 
laws of the land need to be drastically 
rewritten. Yet more urgent than that is the 
crying need for improving the law en¬ 
forcement agencies, both the executive 
and the judiciary, and make the existing 
laws work more honestly and quickly. As 
it is, there do exist fairly adequate laws 
to deal with crimes against women. Yet 
they do not seem to work effectively, 
particularly when the suspects are politi¬ 
cally powerful or have powerful political 
friends. Over the years, the police and the 
law enforcement agencies in India seem 
to have developed remarkable expertise in 
not being able to gather adequate evidence 
expeditiously in cases involving powerful 
people. Not only Advani but even those 
not habitually given to adulation of Shi vaji 
will admit that the country has travelled 
a long way in the wrong direction, at least 
in the pa.st SO years. 

The crying need today ‘is not so much 
enacting newer and harsher laws, but the 
fearless and quickenforcementof the laws 
which already exist. If this needs refor¬ 
mulating of the police procedures and the 
court routines, these reforms have to be 
given the first priority. As the home 
minister of the country, Advani has the 
unique opportunity of improving this 
depres.sing situation. In the long run, he 
will be judged not by whether he made 
public statements as populist as Nehru or 
anyone else, but by whether as home 
minister he changed the situation for the 
better, at least marginally. Sardar Patel is 
not remembered today for any bombastic 
statements that he may have made. But he 
did accomplish a thing or two. 
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Work and Workers in Mumbai, 193Qs-90s 

Changing Profile, Enduring Problems 

Sujata Patel 

As an important nodal point in the internationalisation of economy, 
Mumbai, over past 50 years, has experienced relative decline of 
manufacturinft industry and proliferation of informal sector, 
marginalisatioh of trade union movement and increasing 
fragmentation of its working class. 


AS a sequel to the iiitcrnutional workshop 
held in December 1992 in Mumbai, out 
ol which came the two volumes, Bombav: 
Metaphor for Modern India and Bombay 
MosaU of Modern Culture (.OXJP, 1995), 
Alice Thorner, Sujata Patel and Darryl 
D’Monte convened in late November 1997, 
a second semi nar more spec i llcally centred 
on labour and labourers in the city. The 
aim put lorward' by the convenors was to 
throw light on the factors - social and 
political as well as economic - which had 
transformed the conditions of work and 
of daily life for the bulk of the population 
over the previous’ half century. 

Accordingly, they invited papers on the 
following themes: shifts in production 
processes; extent and signiricanco of the 
modem service .sector; characteristics of 
small-scale production and services; in- 
migration and out-migration over the years; 
implications of ca.stc, gender, religion and 
ethnicity; workers' health and well-being; 
trends in working class organisation; 
patties and other political institutions; 
urban land, housing and infrastructure 
policies: labour laws and labour manage¬ 
ment: portrayal of work and workers in 
the media. 

The November seminar, organised with 
the support of Vikas Adhyayan Kendra. 
Mumbai and Max Mueller Bhavan, 
Mumbai, brought together in the city's 
historic Town Hall several dozen scholars, 
bureaucrats, activists, aahitects, planners. 
Joumalistsandcreativeartists. Papers were 
presented and discussed in six regular 
sessions organised according to the 
principal topics and two special evening 
meetings Tlie first of the.se, devoted to 
‘Work. Workers and Culture' was chaired 
by Vijay Tendulkar. Narayan .Surve read 
out his poems. .Sudhir Patwardhan 
illustrated with slides his talk on depictions 
of woric and workers in contemporary 
paintings, Sayced Mirza dealt with the 
portrayal of workers in Mumbai films while 
Necla Bhagwat sang some of the songs 
popular in the labour movement since the 
1940s. The second evening session, chaired 


by Bagaram Tulpulc, brought together re¬ 
presentatives of seven trade unions 
in a discussion on the future of unions in 
the city. 

EfONOMir RKSiancniRAnoN of Mumbai 

Four papers in the first session set the 
terms of the discussion of the changing 
nature of work in the city. K Sita and 
Kamala Gupta mapped out in their paper, 
‘Spatial and Structural Changes in 
Employment', the IcKational trends as 
derived from data provided by the censuses 
of 1931. 1961 and 1991. TTie.sc demon¬ 
strated both a shift of the city's population 
from the south to north-east and north¬ 
west and a shift in the structure of 
employment from manufacturing to 
service-oriented industry. 

What has been the impact of the policy 
ot liberalisation on the city? TTiis issue 
was explored in Sudha and Lalit 
Deshpande's paper entitled ‘Impact of 
I .iberalisation on Employment and Un¬ 
employment in Mumbai'. The analysis 
was based upon data provided by the 43rd 
and 50th rounds of the National Sample 
Survey. For these two points of time, the 
authors compared figures on work parti¬ 
cipation; child labour and schooling; 
education, employment and unemploy¬ 
ment cross-tabulated by activity status and 
occupation; as well as earning differentials 
by education, .sex and by occupation and 
mdu.stry categories. They concluded that 
employment has not decreased hut rather 
increa.sed. They al.so argued that layoffs 
and retrenchment are not major issues in 
the city, that schooling has increased and 
that on the whole women are doing better 
than men except for differences in earnings. 

S K G Sundaram, in his paper 
‘F.mergcncc and Development of the 
Infomal Sector', argued that the informal 
.sector was always a part of the economy 
of the city and this sector has been con¬ 
stantly expanding and incorporating 
immigrants as they have flowed into the 
city. The largest category of the workers 
were the domestic workers who inhabit 


the space between the organised and 
unorganised workers. 

The discussants of these three papers, 
Malini Karkal on the Htst, Maithre^i 
Krishnaraj and Errol D* Souza on the 
second, raised some seminal methodo¬ 
logical issues regarding the data used to 
generalise and depict trends. Karkal 
suggested that it is important to filter 
aggregate data through sociological and 
political-economic analysis so as not to be 
dependent on the demographer's fetish to 
essentiaiise statistics. 

Kri.shnaraj asked researchers to context- 
uali.se the analytical frame of understanding 
of liberalisation in terms of (the com¬ 
plexities of secular economic trends in 
India's economy. A cautious and nuanced 
approach would involve a search for the 
effects on employment according to the 
situation of different sectors of the 
economy; forcxample, which sectors face 
competition, what kind of goods they 
produce, which are cutting costs and which 
are important in terms of the national 
market. She also suggested that there is 
a need to distinguish tradable and non¬ 
tradable as also the proportion of wage- 
reliant and .self-employed in addition to 
distinctions between agriculture, service 
and industry. She concluded that the 
influence of liberalisation cannot be .seen 
simply through aggregates nor by taking 
one or two dimemsions. 

Mahendra Dev called fur the data 
regarding the informal sector to be 
integrated with other industrial data and 
also looked at in the context of migration. 
The second methodological issue that came 
up fur discussion was the use of 
comparisons at specific points of time. 
Can a process which has been going on 
for a number of years and is continuing 
be frozen at certain nodal points of time? 
A third problem highlighted by the 
discussants is the validity of re.stricting 
analysis of the effects of liberalisation to 
Mumbai in terms of its geographical space. 
Can one understand trends of employment 
or unemployment by a study of this 
particular area when we know that a large 
number of people who come to work in 
the city reside outside of the city? Does 
not one have to take into account the entire 
district or state? 

Lastly, almost all who participated in 
the discussion questioned the assumption 
that increasing employment would in itself 
indicate decrea.se in poverty. Should not 
employment be seen in a context of health 
and nutrition, education and access to 
housing? Since in a country where there 
is no social security for those who are 
unemployed, the bulk of the population 
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can get food only if dwy are employed, 
i e, they must work one way or another 
in order to survive? Would not looking at 
poverty make us evaluate the issue of 
liberalisation in a more comprehensive 
manner? 

Most of those who participated agreed 
that the city is in the process of restruc¬ 
turation and work is shifting from the 
organised sector to unorganised sector, 
from the formal to the informal while 
integrating both these sectors. One com¬ 
mentator asked whether we can depict it 
a.s a post-industrial city or a de-industria¬ 
lised one? 

The next paper by Stephen Sherlock on 
‘The “Globali.sation" of Mumbai; A New 
International Division of Labour?', 
attempted to answer some of these issues 
thr«)Ugh a conceptual di.scussion of con¬ 
temporary wisdom that in the era of new 
international division of labour, there is 
de-industrialisation of developed countries 
and transfer of manufacturing to less 
developed countries. Looking at the data 
from Mumbai, Sherlock rejects this thesis. 
Agreeing that .some iran.sfcr has taken 
place, he suggested that it remains limited 
to certain sectors. Cheap labour is not the 
only issue; what is needed is a change in 
macro-policies. He suggested that class 
politics should be substituted for national 
politics. 

Jairus Banaji. the discussant, l(K>k an 
opposite position. When a large part of the 
workers remain unorganised, he argued. 
It is im^mriant lucon.solidaic the structures 
of power of the state and get the state to 
intervene to bring in more legislation to 
protect the workers. Banaji also disagreed 
on the issue of rcstructuration. Modern 
manufacturing docs remain important in 
the city. He gave the example of Siemens. 
According to him, Mumbai is emerging 
as a nodal point of a vast regional economy 
whichspreads as far as Gujarat and Madhya 
Pradesh, reshaping labour relations and 
labour markets. 

Ebb of Textile 1ndu.stry 

The next session focused on the issues 
and problems of the textile industry. In 
the first presentation. ‘After 1984: Future 
of Mumbai Textile Industry and Its 
Industrial Relations’, Sucheta Kulkami 
argued that the issue facing the indu.s- 

is not of crisis but of a stalemate bet¬ 
ween the various groups having 
stakes in it. The period between 1950-70 
saw efforts towards industrywise agree¬ 
ment in evolving a new basic wage .struc¬ 
ture and dearness allowance pattern. 

'•However, this disintegrated because 
of policy issues, the powerloom threat. 


technology constraint and poor matketing 
strategy. 

C P Chandrashekhar questioned this 
analysis firstly by suggesting that pro¬ 
liferation of powerlooms came not as a 
result of government intervention but 
despite it. In a labour surplus economy, 
wherever technology permits, some in¬ 
vestors are bound to exploit the benefits 
of low wages and low overheads. It is also 
the case that the industry was constrained 
by the limits of the home maikct. Capital 
could move out of textiles; workers often 
could not. He preferred to treat the situation 
as indeed one of crisis .so far as textile 
labour was concerned. 

Nasir Tyabji set the stage for present 
situation by going back into history in his 
paper titled, ‘What the Bosses Should 
Have Done: Unlearnt Lcs.sons from 
Mumbai’s Inter-War Textile Industry’. 
Arguing that in the inter-war years when 
(he industry had to face competition from 
Japan, the millowners had to choo.se 
between an engineering conception where 
the quality of human input is regarded as 
iu.st another input and another conception 
in which the human input is seen in terms 
of quality of life. They choose the former 
on the grounds that cheap labour was the 
main competitive advantage of the Indian 
industry and that, given the levels of 
efficiency, the wages were .sufficient. After 
reviewing various positions taken by 
sections ol millowners, trade unions 
apd the government, Tyabji deplored the 
short-sighted approach of the millowners, 
who failed to make an effort to raise 
efficiency by improving work conditions 
or development of skills, but resorted to 
wage cuts. 

Tirthankai Roy commented on the time 
period that formed the basis of Tyabji's 
generalisations. He suggested that some 
of the assumptions may be disputed. Japan 
had as much cheap labour as India. The 
debates of the 1930s were coloured by the 
depression in those years and the move ’ 
to wage cuts was affected by the general 
situation, prevailing in the industry. The 
discussion then shifted to contemporary 
institutions and their role in repre.senting 
workers where Kumar Ketkar presented 
his views on media and its role in portrayal 
of workers. 

SoriAi , Cui.ruRAi. Dimensions and 
Identity Issues 

The second day started with the 
pre.sentation by Jim Mas,selos on ‘Time for 
Work and Lalmur’. Most of the papers in 
this session shifted the discussion away 
from the economic dimension and explored 
through different methodological routes 


the social, rdigioos and cultural dimen- 
sionsof workers’ consciousness. Masselos 
examined the way workers constructed 
time and argued that rural concepdons, 
based as these were on the movement of 
the sun, remained significant in the 
indu.strial context. He recalled the ways 
in which workers reacted when different 
measures were inaugurated to change the 
time in Bombay, the first in 1870 when 
Madras time or railway time was intro¬ 
duced, then in 190S when Indian Standard 
Time was introduced, and lastly in 1941 
when daylight .saving time was introduced. 

The di scus.sions broached a large number 
of issues: the polarities of industrial and 
agricultural time; the need to distinguish 
between farm hands and others in under¬ 
standing different rhythms of time; and 
the basic differences between industrial 
and agrarian rhythms. Another issue for 
discussion was the categorisation of the 
workforce around which Masselos had 
organised his paper. Which class of labour 
had been really affected by the clock time 
changes. Was not the focus of discussion 
on white collar workers? 

Gerard Heuze’s paper looked at the 
etymologies of the words used for work 
and woilcer at different moments in the 
history of Mumbai. He focused on distinc¬ 
tions such as that between the terms 
‘mehnat’ and ‘shramik’ and attempted to 
contextualise cases of .substitution. Thus, 
he suggested that the replacement of 
‘shramik’ by ‘kamgar’ represented a 
historical moment of militant com¬ 
bativeness on the pan of the workers. He 
al.so explored the meanings behind the 
words used for blue collar and white collar 
workers. The self-definition of the 
‘karamchari’ who preferred to become a 
‘naukri vala', he sugge.sted. was pan of the 
transformation of the city, of the global 
links of the working classes and their 
aspirations to become a ‘middle class'. 
Lastly, he tried to ask why the left trade 
unions declined and were replaced by the 
Shiv Sena, a question which also came up 
in subsequent sessions. Heuze considered 
many possible factors; the lack of cultural 
mediation between the union leaders and 
the workers, some major defeats of the 
unions in big industries, and the rise and 
success of company unions. 

The third paper by Thomas Blom Hansen 
titled ‘Segmented Worlds: Work. Liveli¬ 
hood and Identities in Central Mumbai’ 
was a study of Muslim woikers. particularly 
weavers, in the Mumbai textile industry. 
Hansen stated that in the earlier period the 
Muslims were not marginalised but had 
entrenched positions in the industry. When 
the industry was being restructured and 
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down-sizing took place, Muslim weavers 
were the flrst to be displaced. Hansen 
sugge.sts that the communal attitudes of 
both the text! le managements and the trade 
unions favoured this process of dis¬ 
placement. The Muslim weavers look lo 
poweriuom.s. 

By the 1970s, the area (the midtown 
cluster of Nagpada. Mominpura. Madan- 
pura and Kamathipura) was transformed 
from a relatively stable labour class 
neighbourhood to a locality of small lime 
entrepreneurs and family businesses. Tlie 
workers earned much less and worked 
much harder than previously. Hniployment 
in the Gulf helped to case the financial 
burden but created other problems, 'fhe 
paper ends with an analysis of two identity 
strategies worked out by the Muslims of 
this area in the wake of the 1992-93 
communal riots The first was to push theii 
claim as a backward ca.sle and to .seek the 
support of the Samajwadi Party lo further 
this claim. The second was to assert their 
Muslim identity and their links with the 
global Muslim movement. 

Gopal Guru in his paper on ‘Dalits and 
Workers’ argued that working class identity 
was not sufficient to absorb all the workers 
uniformly; therefore the political space 
was mTinopolised first by caste forces and 
later by communal forces. The term 'dalif 
actually refers to various kinds of oppres¬ 
sion but it has come to be used exclusively 
in the case of the "ex-untouchables”. Guru 
insi.sted upon the necessity to undersfond 
caste identities among the working clas.sc.s. 
This form of identity, he suggested, was 
reinforced by the capitali.st process as well 
as by the way in which iirtian space was 
reorgani.sed. Guru postulated that while 
the chawls propagated class identity, the 
slums rendered all residents anonymous. 
In this situation caste identity becomes 
lc.s.s-significant than religious identity. 
Instead of organising on caste and class 
lines, workers tended to organise on 
communal lines. 

These papers called forth lively inter¬ 
changes with regard to both the use of data 
and the interpretations. .Several com¬ 
mentators questioned the meanings given 
by Hcu/,c lo the words he had collected, 
and offered other possible meanings which 
might be equally inferred. The two con¬ 
tributions on identity (Hansen and Guru) 
were subjected to various criticisms. 

A R Momin questioned the way empirical 
investigation of identities was made and 
wondered why the Muslims were being 
singled out. Muslims, he as.seited, had 
lived and worked in .segmented worlds, .as 
had other castesand communities in India. 
He did not understand why Han.sen had 


chosen to deal specifically with their 
politic.s. Guru’s treatment of left-wing 
parties and their policies with regard to 
dalits was challenged. 

WoRKtRS AND TrADB UnION MoVKMENT 

Next session began with a review of the 
trade union (TU) movement in Mumbai 
by Sawant. who also chaired the .session. 
Bel ore 1947, the TU movement was by 
and large left-oriented. Left domination 
continued till the 1960s and the 1970.S. 
Subsequently, the growth of the economy 
slowed down and significant changes took 
place in the economic structure of the city. 
Lspecially after 1985, the location of 
industries shifted, and the dominance of 
the textile industry decreased. Within 
textiles, the size of units, and accordingly, 
the workforce per unit decrca.sed. All of 
these developments affected the TU 
movement. The challenges to the TU 
movement today arc enormous: the 
intrixiuction of the contract system, the 
problem of unorganised workers, down¬ 
sizing of units and dominance of apolitical 
‘business unionism' in the city. 

Ranajit Das Gupta presented a paper 
comparing workers' movements and 
political developments in Calcutta and 
Mumbai. While the growth of labour 
unions in Calcutta's jute mills was slow, 
sporadic, and relatively feeble, Mumbai 
textile workers followed a fa.ster and more 
durablecour.se. Since the 1960s. however, 
the left has suffered a definite blow in 
Mumbai. Its unions have been largely 
replaced by that of the Shiv .Sena, a party 
which IS communal and anti-labour. During 
the same years the lelt has steadily held 
the reins of power in West Bengal. The 
reasons for this paradox could be: first, 
state and employment policies and 
practices; second, the absence of the left 
movement in the wider s(x;io-political 
space in Mumbai is contra.sted to Calcutta; 
third, tensions and rivalry within the 
working class; fourth, leadership issues; 
fifth, economic changes; and sixth, regional 
nationalism. 

Both the discu.s.sants, Vivck Monteiro 
and G Balachandran pointed out the 
methodological problems involved in the 
comparison of the two cities. In addition. 
Monteiro questioned almost all of Das 
Gupta's assumptions. Speaking as a trade 
unionist, he was concerned with the 
problem of consciousness of the workers. 
Can we and should not we not distinguish 
between trade union and political con- 
.sciousness? What is the left and whom do 
we recognise as the left? How do we 
understand both these aspects - through 
membership of trade unions? Can we 


assume that the woiking class of Mumbai 
was radicalised earlier and then lost out? 
The evidence does not bear this out. It is 
also important lo understand the nature of 
the strategies of the capitalist class in each 
of these cities in order to assess the nature 
of trade unions. This paper was also 
criticised from the floor for leaving out 
of consideration other left-oriented trade 
unions such as those among white collar 
and professional groups. 

The following paper, by Jairus Banaji 
and Rohini Hensman, provided a historical 
study of Employees’ Unionism in Mumbai 
1947-1991. Most of the research for this 
paper was conducted through interviews 
and formed part of their oral hisfory project 
on trade unions. Their investigation 
pertained to unions which were set up by 
employees and/or staff (i e, white collar 
workers) in multi-national companies like 
Burroughs Wellcome. ICI, Colgate, 
Bunnah Shell, Parke-Davis and British 
Oxygen. These foreign firms established 
manufacturing facilitie.s in Mumbai from 
the 1930s and 1940s onwards. Banaji and 
Hensman considered it was important to 
study the unions set up in these establish¬ 
ments since they represented a creation of 
a global industrial culture and emerged 
out of genuine radicalisation and demo- 
cratisation of workers’ consciou.sncss. 

The organisational histories of thc.se 
unions, as traced by Banaji and Hensman, 
followed three quite different patterns. In 
the first case, management accepted the 
existence of the union but engaged in 
fierce litigation to oppose its demands; in 
the .second, the companies pursued 
strategies aimed at hresdting the unions, 
and in the last, the companies were not 
willing to negotiate with unions which 
they did not control. To some degree these 
styles were adopted successively and could 
be seen as phases in the history of 
■employees' unions. 

Initially, Banaji and Hensman argued, 
the staff played a critical role in these 
establishments, but by the 1960s a more 
complex pattern emerged in which 
systemic inroads were made by external 
unions, in particular those of the .Shiv 
Sena. This development coincided with 
changes in the labour market, and the 
spread of flexible working conditions as 
well as of computerisation. By the 1970s, 
there was rigidity on the part of manage¬ 
ment towards the unions. 

From the 1980s onlvards management 
took on an increasingly aggressive role. 
Lock-outs and secret deals with the Shiv 
Sena unions put the employees’ unions on 
the defensive. More recently, the imple- ^ 
mentation of the voluntary retirement 
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scheme has depleted the staff of factories 
and offices. Employees’ unions have 
almost disappeared. Tlie authors conclude 
that the strategy of legalistic interventions 
has isolated ihe.se unions, and in the long 
run, the path to follow for the unions is 
to create federations and to expand into 
. other units. 

Several commentators expres.sed 
surprise at the rose-tinted perspective on 
employees' unions pFc.sentcd by Banaji 
and Hensman. Bennet D’Costa, the 
di.scu.s.sant. wondered at the title and the 
di.stinction between internal and external 
unions. Most speakers argued that like 
other unions the employees’ unions were 
beset with many problems: lack of long¬ 
term strategy, lack ot knowledge of the 
companies, lack of organisational flexi¬ 
bility. What needs to be charted arc the 
rea.snns for the growth of plant-based 
unions rather than indu.stry-based unions 
at a certain historical moment. Has this 
been because indu.stry-ha.sed unions failed 
to reprc.sent the workers? The fact that 
employees’ unionsemcrgcd first in foreign 
companies need not imply that they 
represented advanced sections ,of the 
working class. 

WoMi-.N ANO Work 

The tour papers pre.sented in-the session 
on women and works analysed various 
dimensions of di.scrimination faced by 
women workers and showed how patri- 
• archal ideologies have been used to 
legitimise this dLscrimination. 

In the first contribution, AmritaChachhi 
asked the quc.stion. ‘Who is Responsible 
for Maternity Benefit: The State, Capital 
or Husband'.’’ She drew in detail from the 
debates in the Bombay legislature on the 
Maternity Benefit Bill, passed in 1929. 
Her argument highlighted the importance 
of the maternity benefit act in the context 
of contemporary di.scourse in favour of 
di.smantling this legislation in the name of 
de-regulation and flexibility. Her paper 
was divided into two parts. I'he first part 
mapped the different themes which came 
to the fore during the discussions which 
led to the pa.ssage of the bill: the discourse 
on humanitarianism and protectionism, 
the discourse on efficiency and rationa¬ 
lisation of production, the discourse on 
nationalism and civilisation and the 
discourse on the welfare state and its 
responsibilities. The second part of the 
paper took up a very contemporary 
question: Who should bear the costs of 
reproduction? 

Ritu Diwan. the discussant, noted that 
'' he maternity benefit bill was passed when 
veiy few women were part of ^ workforce 


and therefore did not imply a major 
economic drain. Work and wages are 
hierarchical in mostindustries, and women 
are normally to be found in the lowest 
rungs. Women have always been used as 
a reserve army of labour. In the 1960s 
when thebcedi workers obtained maternity 
benefits, the factories shut down. Yet 
employers are not too keen to reduce the 
number of women workers because women 
work on low pay. 

Rohini Hensman’s paper, ‘A Women’s 
Place: The Struggle for Employment in 
the Mumbai Pharmaceutical Industry’, 
documented the struggles waged by women 
against discrimination with regard to 
wages, maternity benefits, child care and 
the right to security of employment. A key 
i.ssue was the practice of dismissal from 
service of women when they married. In 
this case, because of the union support, 
women workers benefited when the 
Supreme Court passed a judgment in their 
favour. Other types of discrimination, for 
example, job segregation on agender basis, 
continued unabated. Women remained 
concentrated in semi-skilled labour- 
intensive jobs like packing, checking, 
labelling and bottle washing. When as a 
result of the court judgment women could 
not be dismissed, employers adopted a 
policy ol not recruiting women and the 
unions allowed this policy to continue, 
(lender discrimination, in effect, takes 
place at all levels, involving unions and 
adjudicators as well as management. Asha 
Bajpai in her intervention gave a detailed 
ex[H)sition of the various ways contem¬ 
porary laws dealing with workers’ rights 
discriminate against women. 

Nandita Shah and Nandita Gandhi 
presented their analysis of the impact of 
structural adjustment policies on women 
workers in their paper, ‘Industrial Restruc¬ 
turing: Workers and the PIxstic Piuccssing 
Industry'. After examining various ways 
in which flcxiblo produciion is introduced, 
they examined the work situation of women 
workers. I’hcy also took into accodnt 
women's work in (heir households on 
the grounds that this is where the impact 
on women would be most visible, since 
the household is the site of their un¬ 
paid labour. 

Recent economic reforms, the authors 
argue, have increased the needsof families; 
women are caught in thelrap of increasing 
needs and low incomes. Families respond 
by sending out more members to work. 
Male members do not always help. 
Women’s domestic work increases as they 
fall back on buying cheaper food products, 
which require additional cleaning and 
processing. The investigators also found 


that women were cutting down on their 
daily intake of calories. 

The discussants, Sharit Bhowmick and 
Madhura Swaminathan, both agreed that 
this kind of micro-study provides the 
nuances which may be missed out in larger 
surveys. However, a series of questions 
were raised regarding the data, ^y does 
out-sourcing take place? Surely, this is 
because the industry thereby obtains greater 
control over the productive process since 
there arc no trade unions or regulatory 
laws. Surely flexibility is related to auto¬ 
mation. What is the nature of this relaticm- 
ship? Can one generalise on the basis of 
the plastic industry which is unusual in 
that it is capital-intensive and employs a 
large workforce in small units? Are these 
trends characteristic for only women 
workers? If they are valid for men as 
' well, is there not a need for a comparative 
study? On what grounds might we expect 
women workers to be more drastically 
affected? 

Radhika Ramasubban, in the next pre¬ 
sentation, carried forward the examina¬ 
tion ot the pressures on women, defining 
a pcrvxsive phenomenon of ’weakness' as 
a state of acute physical and mental stress, 
accompanied by exhaustion, depression 
and a feeling of having ‘no life left’. Her 
paper entitled, ‘The Ethnography of 
Weakness', made u.se of case histories of 
women living in slums. It explored not 
only the impact of work on women’shealth 
but also the private domain in which 
women perform compulsory roles as house 
workers and reproductive workers. If a 
woman is unable to fulfil these two roles 
her position in the household is threatened. 
‘Weakness’ was seen as a symbolic state 
of siege, a condition of acute physical and 
mental stress translated into physical 
symptoms. Ramasubban contextualised 
this syndrome in terms of global U’ends 
which have led to falling real incomes. 
Women face the problem of making two 
ends meet on a day-to-day basis. Since 
budgets have to be balanced, many of 
them have to cut down on fruits and green 
vegetables. As travel becomes unafford¬ 
able, women arc progressively denied 
access to space. Simultaneously, the 
received ideology that emphasises repro¬ 
duction makes it imperative for women to 
marry young and bear children, especially 
sons. 

Women in their early 20$ may have 
already gone through a series of yearly 
pregnancies. With the public health system 
collapsing, little or no .social support 
available, low earnings and a debilitating 
environment, it is not surprising that 
women show .symptoms of ’weakness’. 
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This paper provoked intensive discussions 
on the health problems of women with 
most of the commentators asserting a need 
to look at the problem of women and work 
in a multidisciplinary manner as had been 
done by Ramasubban. 

Urban Issuks and the Worker 

The Iasi session dealt with urban issues. 
While land-use policies do not immediately 
appear to be related to work and workers, 
the fact is that the two discourses come 
together at ntany points. All three papers 
emphasi.sed the links between urban issues 
and the conditions oi workers' lives. Harini 
Narayan asked that it the urban land ceiling 
was not directly connected to the subject 
ol work and workers, why were the textile 
magnates hlaming it for the 'sickness' of 
the industry? In her paper, 'The Urban 
Land Ceiling Act: Rhetoric and Reality", 
Narayan argued that the lofty goalsclaiined 
for the act hid political intentions. I'he 
Slated piirpo.se of redi.stributing land 
equitably wils never real i.sed because .social 
welfare provisions that appeared on the 
pagesof the. legi.slation were .systematically 
invalidated by interested lobbies, by means 
of loopholes and exemption clauses 
Although the act has been on the books 
for many years, a large part of land which 
it defines as excess remains in the hands 
of individuals, trusts and the government. 
A group of 17 big private trusts and 
individual landowners holds .^.40() hectares 
of land, 15 per cent of the total declared 
available land. Twenty builders are 
estimated to have been responsible lor 
over two-thirds ol all apartment con¬ 
structions undertaken in (ireater Mumbai 
Narayan concludes that in effect, the act 
favours industrialists and works against 
the urban ptMir who arc unable to afford 
fonnal housing. Both V K Pathak and 
Amrita Abraham, the di.scus.sanis, agreed 
that the act had proved vulnerable to 
political influence. A lew commentutors 
disagreed with Narayan's point that the act 
was not fair to the urban poor. Some 
insisted that it was very radical in both 
form and content. 

Darryl D'Monte in his paper entitled 
■Redevelopment ol Mumbai's Cotton 
Textile Mill Land; Opportunity Ixist' 
addressed the paradox of the expansion 
of the Indian textile industry on the one 
hand, and the decline of Mumbai's textile 
mills on the other. He mgretted that disposal 
of the excess mill land has not been ased 
to redevelop and modernise the industry. 
He employed data culled from the reports 
of the ministry of finance on industrial 
sickness and corporate restructuring ol the 
Lokshahi Hakk Sangathana, a demiK-ratic 


rights group, and of the Charles Correa 
Committee. 

D'Monte deplores that the state has not 
thought out the problem of land in a 
comprehensive manner. Governmental 
schemes should be conceived for the 
rehabilitation of mills rather than disposal 
of their properly. He pleads for revival of 
the mills in a manner that if the owners 
benera, so then must the workers. Arvind 
Adarkar, the di,scussant, agreed with the 
main arguments of this paper and offered 
an analy.sis of the lack of co-ordination on 
this issue. He suggested that this was due 
to the incompatibility of interests of the 
state government, the millowners and the 
Hade union. A number of other speakers 
dealt with various aspects of the impact 
of land policy on the fate of workers, 
particularly in organised industry. The very 
tact that the sale ol mill land had become 
an issue for textile workers suggests how 
the terms of discourse on work and labour 
have evolved. 

P K Das in his paper, 'Mumbai's Land 
Misu.se Plan and People's Alienation’, 
describes how under the banner of pri¬ 
vatisation and liberalisation, market- 
orinted developments which override 
planning and design norms, arc being 
promoted. He characterises the city's 
current development plan as one which 
colonises land. The development plan was 
not conceived on the basis of an asse.ssmcnt 
of who were the workers and where they 
actually lived: rather the aim was to build 
new towns and new colonies forthe middle 
i*la.ss. Most commentators including the 
discu.s.sant, Colin Gonsalves, suggested a 
need for workers to intervene in the 
planning process. This is essential since 
contemporary land-u.se policies affect 
decisively the nature and continuity of 
indu.strics and also have implications for 
workers' access to housing. 

CONCI.I 'SIONS 

The variety of i.ssucs rai.sed in the papers 
lead out and in the discussions that 
lollowed, suggested that there was a need 
for detailed research on many aspects of 
the city. 

The papers and the di.scussions high-, 
lighted an important fact: Mumbai was 
changing, that a city which was defined 
by the textile industry was now welcoming 
new and different kind of economic 
activities. The seminar acknowledged that 
the days of labour intensive organised 
manufacturing were passing, that a large 
number of workers were now employed 
III the unorganised and their numbers were 
increasing. In the informal sector, though 
manufacturing remained important, many 


more workers were being incoiponued in 
the service industry. Also, a large pro¬ 
portion of homes had become production 
centres. Thus, not only was there in the 
city now varied hierarchies of work, 
integrated vertically and horizontally, but 
every sector wa.s internally hierarchised 
and was simultaneously vertically and 
horizontally integrated. 

This fortn of hierarchisation has 
reinforced received identities, be they of 
caste, religion or ethnicity. The economic 
process and its politics has had an adverse 
impact on wotkers’ needs and aspirations. 
Fragmentation of working class con¬ 
sciousness and of the trade union move¬ 
ment had deprived the worl&rs of their 
political rights and in some ca.scs of their 
legal rights. Some of the commentators 
highlighted the fact that we lack an analysis 
of the way caste and ethnic and/or religious 
dimensions have intervened both in 
.structuring the working class and in con¬ 
structing their consciousness. The role of 
the Shiv Sena among workers and the 
trade unions needs to he studied in detail. 

On the one hand, there is a deepening 
of communal consciousness and on the 
other, there is an increase in apathy. And 
yet within this larger story, there are other 
stories of small, isolated struggles of the 
workers which need to be documented, for 
these may hold out hope for the future of 
the working class in the city. 

Given these economic and political 
proces.ses, how can we understand work, 
laboui and working class in the city ?There 
is need of further work on categorising 
workers and specially of the huge informal 
sector, which has now enveloped the city 
and is defining the nature of work in the 
city. In the seminarthcre was comparatively 
less di.scu.s.sion on this aspect of Mumbai's 
new trend and its relationship .with 
international economic proces.ses. In this 
context, many aiminentators felt that there 
was a need to understand social relations 
of production in both organised and 
informal sectors, their forward and back¬ 
ward linkages with distribution and 
consumption. One aspect of consumption 
was touched on in the seminar-the housing 
question, but given the wider field of 
commodification of culture, there was a 
need to understand many other aspects. 
Ultimately, the seminar made the parti¬ 
cipants realise the limitations of re.search 
paradigms and of data, and the need to 
work and reflect on these aspects of 
contemporary Mumbai. 

[This report is based on nole-s of the rappofteuis. 

I thank warmly Veena Uevasthali, Nive^ta Rao. 
Amrita Shodhan. Vrijendra, Shilpa Phodke and i 
George iosc.] 
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Pakistan’s Aborted Ihinsition 


Rashed Rahman 


The problem Pakistan’s ruling elite has neither fully comprehended, 
much less appeared to have any clue how to resolve, is that of 
y making the long overdue transition from a state dependent on the 
west’s largesse, available during the cold war for extra-economic 
reasons, to a self-respecting country able to stand on its own feet in 
a global free market environment. 


ON the completion of 21 months in office 
by prime minister Nawa?. Sharif, things 
have never looked bleaker for the govern¬ 
ment or the country. On all the major 
fronts, from the economy, politics, gov¬ 
ernance, to foreign policy, the govern¬ 
ment continues to stumble from crisis to 
crisis. Yet, because of a peculiar conca¬ 
tenation of circumstances, the PM is ap¬ 
parently unchallenged seriously in terms 
of his continuance in office. 

The economy remains mired in reces¬ 
sion. A post-nuclear tests bail-out by the 
IMF, other international lending agencies, 
multilateral and bilateral sources seems 
further away than ever. It is interesting 
how the government’s inconsistencies in 
its approach to negotiations with the IMF 
have brought about this situation. A cash- 
strapped. dependent economy does not 
have the room for manoeuvre which the 
government, through its mixed signals, 
appears to give the impression of believ¬ 
ing in. The less charitable interpretation 
of the government’s flip-flops is that it is 
a confused, internally divided house, with 
conflicting advice and views determining 
the blowing hoi and cold in virtually the 
same breath as far as seeking an agreement 
with the IMF is concerned. 

There are what appear to be two main 
opinions within the government. One, 
inclined to a more technocratic approach, 
considers Pakistan’s salvation to lie in not 
totally defying the IMF’s standard pre¬ 
scriptions. The.sc consist, in our case, of 
devaluation of the rupee by something 
between a minimum of 1S and a maximum 
of 40 per cent, credibly implementing the 
imposition of GST and agricultural tax to 
contribute to the replacement of revenues 
lost on account of lowered import tariffs, 
raising electricity and other utilities’ 
charges, and the acceleration of privati- 
.sation of those state-owned units and 
corporations which arc haemorrhaging 
public finances. This, the technocrats 
believe, with some negotiated softening 
>.and perhaps acceptable sequencing and 
timing of the rescue package, would be 


sufficient to open the financial taps for 
Pakistan. 

The other view, rooted%iore in politics, 
holds that the IMF is not a free agent. It 
will be guided in its attitude towards 
Palfistan by the western powers, espe¬ 
cially by the US. These countries’ repre- 
.sentation on the Board of the IMF lends 
effective weight to their respective govern¬ 
ments' recommendations to the Fund. For 
these governments, the uppermost consid¬ 
eration is whether Pakistan has come along, 
and if .so how far, with them in their 
nuclear non-proliferation agenda. Despite 
the commitment in principle by Pakistan 
to sign the CTBT next year, reflected in 
the PM’s address at the UN General 
Assembly, new conditions have lately 
appeared. These consist of ’concerns’ that 
Pakistan must agree not to produce any 
more fissile material or export whatever 
it already possesses to other countries. 

If the escalation of non-proliferation 
demands from the west is to be taken to 
mean that the global powers will not give 
the pod to the IMF and others until 
Paki.stan signs on the dotted line of being 
.steadi ly but surely relegated to non-nuclear 
weapon status, then this seems like a dead 
end. It is unlikely the security and defence 
considerations of the military and bureau¬ 
cracy. which still dominate the strategic 
decision-making process, will permit such 
a surrender. On the other hand, the stan¬ 
dard prescriptions of the IMF could, if 
accepted, turn out to be political dynamite. 
They could easily spark off the kind of 
unrest which led to the downfall of Suharto 
in Indonesia. 

The end result of these conflicting views 
and pre.ssures, external and internal, is that 
government policy-making appears 
paralysed. The exceptions to this paralysis 
are interesting. One. the PM has gone on 
the national electronic media to announce 
that a net cut of 30 per cent in electricity 
hills will be available to domestic con¬ 
sumers from October 21. Although this 
populist measure was welcomed by ordi¬ 
nary citizens, the euphoria surrounding 
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the announcement masked the reality that 
domestic consumers take no more than 
10-20 per cent of total electricity con¬ 
sumed, despite their large numben. The 
major consumers inevitably are industry 
and commerce, which were left out. 
Nevertheless, the IMF suid World Bank 
(WB) have swung into action in response 
to a decision which seemed to undercut 
the parameters finance adviser Hafeez 
Pasha had just agreed to with them in 
Washington. The WB has asked WAPDA 
for an explanation of the tariff cut and how 
the (present) Rs 60 billion (and growing) 
deficit of the utility will now be managed. 

The second exception to governmental 
policy paralysis is the zeal with which the 
private sectorindependent Power Produc¬ 
ers (IPPs) have b^n pilloried. Informed 
opinion is convinced that whatever the 
outcome of the browbeating of the IPPs 
and their legal challenge to the same, the 
whole episode has effectively put paid to 
any chances of further foreign investment. 
In the absence of any meaningful domes¬ 
tic investment, especially in industry, this 
spells trouble ahead in the form of grow¬ 
ing social unrest because of unemploy¬ 
ment. The sick industrial units’ number 
has risen to 4,200. There is paralysis on 
the suggestion that bank loan defaulters 
be differentiated between those who are 
wilful defaulters and those who suffered 
force majeure. The former need to be 
taken to task and whatever recovery is 
possible at this juncture, including if 
necessary the taking over of revivable 
industrial units by new management under 
the banks and government (a la what Japan 
is now trying), needs to be quickly and 
effectively undertaken. Proven corruption 
in past or pre.scnt bank managements, 
responsible for granting clearly unfeasible 
loans, should also be punished through 
due process. The enterprises which could 
not continue business because of adverse 
economic circum.stances at home and 
abroad however, need to be sympatheti¬ 
cally dealt with, their debts roll^ over and 
fresh working capital provided in order to 
bring them onstream again. 

The government’s crowing over the 
decline in the trade deficit by half, from 
around $ 3 billion in 1996-97 to around 
$ I.S billion in 1997-98, is hardly any¬ 
thing to celebrate. Shrinking imports in 
the first quarter of fiscal 1999 by about 
21 per cent indicate that the recession is 
deepening, new investment, in balancing 
and modernisation, and production are 
declining. This has a direct effect on 
exports, which have also declined in the 
first quarter by 9 per cent. Exportable 
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surpluses just do not exist. The prospects 
of even achieving last year’s $ 8 billion 
exports cannot, in this scenario, he taken 
for granted. 

The business class of Pald.stan has a 
heavy contingent of people who have relied 
on state largesse and connections to get 
ahead. Now that this particular cow has 
been milked dry, they arc not interested 
in their sick units, having conducted etii- 
cient asset-stripping over the years. They 
should, by rights, be treated like the robber 
barons they are and brought to book, 
including confi.scation t)f all their assets 
at home and abroad and imprisonment if 
wilful fraud can be proved. However, to 
expect such ‘law enforcement' from a 
government which prides itself on being 
‘business friendly’ may well be asking for 
the mmrn. Sick largc-.scale industry, there- • 
fore, is likely to go down iuid .stay down, 
and conceivably take large parts of the 
banking and finance sector down with it. 

Agriculture, unlike industry, has shown 
resilience. However, agricultural prtxluc- 
tion has hit the ceiling of what the present 
structure of land ownership and cultiva¬ 
tion has to offer. Unless land redi.stribu- 
tion from large and inefficient owners to 
small, hard working self-cultivators of 
economic holdings is carried out, that 
limitation will remain. Agricultural pro¬ 
duction, for rea.sons of the natural deple¬ 
tion of the soil over time and the problems 
of water availability on the one hand, and 
creeping water lugging and .salinity on the 
other, may well decline. Intensive .self- 
cultivation implies the abolition of inef¬ 
ficient absentee landlordism. This apart, 
water availability is always discus.sed in 
Paki.stan in terms of high capital co.st, 
relatively short working life (becau.se of 
heavy siltation),largedams on major rivers. 
One .such, which has become synonymous 
with the fault lines emerging afresh in the 
federal compact, is the Kalabagh Dam. 
Yet lining the extensive canal system 
throughout Pakistan could yield the equiva¬ 
lent in water available of one or more 
Kalabagh Dams at one-twelfth the cost, 
in addition to contributing to a reversal 
of water logging and salinity, which is 
eating up thousands of acres ol arable land 
every year. But such relatively inexpen¬ 
sive, ‘unglamorous’ solutions do nut 
endear themselves to Pakistan's rulers, 
enamoured as they are of large, showpiece 
projects, with their attendant pos.sihilitics 
of graft and large kickbacks. 

But whether the discus.siun focuses on 
industry or agriculture, the startling hack 
of ideas in government circles as to how 
to tackle the.se crises, and the political 
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expediency, greed and corruption which 
accompany most policy-making, force us 
to examine the preparedness of our ruling 
elite (whichever particular side of the 
political divide may be in office) to meet 
the real challenges confronting the coun¬ 
try. Since at least 1990-91, when the cold 
war ended, the state of Pakistan's public 
finances have suggested that it is a bank¬ 
rupt slate. That was the watershed year 
when defence and debt servicing alone 
overtook the state’s total revenues. It was 
also the benchmark when debt servicing 
overtook defence as the largest (revealed) 
item m the budget. 

I'he problem q|tr ruling elite has neither 
fully comprehended, nor appears to have 
any clue how to resolve, is the task of 
making the (long overdue) transition from 
a state dependent on the west's largesse 
(available during the cold war for extra- 
economic reasons, now no longer .so), to 
a .self-respecting country able to stand on 
its own feel in a global free market en¬ 
vironment. This failure alone would be 
sufficient reason to argue that the day of 
the elite is over (in a historical sense). But 
there are other, equally weighty rea.sons 
which confirm this opinion. 

Prime minister Nawaz, Sharifs ‘heavy 
mandate' in the February 1997 elections 
survived initial suspicions revolving 
around the final turnout tally of around 
40 per cent of the electorate, which seemed 
to contradict all available empirical evi¬ 
dence of a far thinner participation. How¬ 
ever, this heavy mandate has not survived 
the battering it has received at the hands 
of the government's manifest failures in 
all fields. In a formal .scn.se, the govern¬ 
ment's two-thirds majority is intact in the 
National Assembly (the lower house of 
parliament). But in a real scn.se, the sen.se 
of impending catastrophe that has gripped 
the country as a whole reflects the public 
perception of a blundering government 
stumbling along from some inherited and 
.some self-created cri.ses to ever new and 
fiesb ones. 

The political style of the government 
hasbccnexposedduringthcIast21 months, 
as consisting e.ssentially of in.sinccrity. A 
vast gulf has been opening up between the 
rhetoric and practice of the government, 
l-.xtravagant and unrealistic, even unwise 
commitments and promises were made 
initially to political allies to gain their 
support. It did not take long for those 
promissory notes to be called in by the 
expectant beneficiaries. The inevitable 
result was bitterness and a sense of be¬ 
lt ayal. The alliances either broke down or 
are subject to greater and greater strain. 


The first example of a promise which 
proved more difficult to fiiUil than to 
make, was the commitment (as cltumed 
by the Awami Ntfional Patty, a piuty 
whose political base is largely confined 
to the North-West Frontier Province) to 
rename the province 'Pakhtunkhwa'. The 
PM probably made such a promi.se in the 
heat of the negotiations on the eve of and 
after the 1997 elections to keep Wali Khan 
and company on board. It may be that he 
thought the ANP could be ‘handled’ if it 
insisted on the fulfilment of the promi.se. 
In the event, that hope turned out to be 
wishful thinking. The result is that the 
ANP today, after breaking its links with 
the ruling Pakistan Muslinf League 
(Nawaz), is in the forefront (even mure 
than the Pakistan People’s Party) of forg¬ 
ing an opposition platform. That platform 
continues to gain strength, partly because 
of the government’s own mistakes, partly 
because the masses are fed up of the 
obtaining hardships and lack of hope for 
the future. 

The .second example pertains to the 
commitments made to the MQM to undo 
the effects of General Nascerulloh Babar’s 
‘offensive’ in Karachi during the pre¬ 
vious, PPP government of Benazir Bhutto. 
The MQM, which has honed political 
blackmail into a fine art. continues to harp 
on the unfulfilled promises to rehabilitate 
its cadres who were targeted during 
Operation Clean-up and to insist that its 
breakaway Haqiqi faction be turfed out of 
the metropolis to give it exclusive sway. 
Since there are other pressures at work in 
Karachi, these promises remain only 
partially redeemed. Hence the in-again, 
out-again attitude of the MQM towards 
the Sindh coalition government. The 
pattern of violence and the rise or fall in 
its inteasity in Karachi suggests some 
correlation with periodsof the MQMbcing 
in or out of the corridors of power. Right 
now, they .seem to be half in and half out, 
despite three MQM ministers having just 
taken oath (again). 

The decision to induct Liaquat Jatoi as 
chief mini.ster of Sindh, despite charges 
hanging over his head of conuption and 
abuse of power while he was excise and 
taxation minister under Jam Sadiq, was 
aimed at bringing one section of the Sindhi 
(sub)natinnalists, those who gravitate 
around Liaquat Jatoi’s father and veteran 
Sindhi nationalist, Abdul Hameed Jatoi, 
into the ruling coalition’s fold. This would, 
the hope was. steal some of the PPP's 
thunderinthe interiorof Sindh. But Liaquat 
Jatoi, predictably, has proved to be so 
ineffective, even if it is conceded that the 
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hand he has been dealt is unenviable, that 
his government’s survival hangs .by a 
thread. Even if he wished to act otherwise 
than he has been doing (which is doubtful, 
to say the least), Jatoi is hamstrung by the 
centre’s wish to keep the MQM on board, 
which makes non.sense of any attempt to 
restore law and order and peace in Karachi. 
Jatoi’s own survival in office too is inex¬ 
tricably linked with the MQM’s support 
to what otherwise is a minority govern¬ 
ment. Karachi will continue to bleed, and 
people to die every day. as long as this 
charade of a responsible government is 
artificially propped up by the centre. The 
cost to the citizens of Karachi of this 
opportuni.stic policy is now beyond reck¬ 
oning. Tons of writing in the Paki.stani 
press has explained in detail the effects 
of the government’s political expediency 
on the industrial and commercial heart and 
the sole seaport of the country, with its 
attendant fall-out for the economy as a 
whole. Critics of the cult of violence 
represented by the MQM in Karachi run 
the ri.sk oi assassination. The MQM mafia's 
cxtortioni.st activities in Karachi yield 
crores of rupees which are regularly re¬ 
mitted to their leader, Altaf Hussain, in 
l^ndon. 

If Karachi is the forerunner of things to 
come elsewhere in the country as a whole, 
the sectarian conflict between militiint 
Sunni and Shia groups too continues to 
claim its .share of human lives. The toll 
shows no signs of abating. It is inexpli¬ 
cable why the authorities have failed to 
lay their hands firmly on the perpetrators 
of this bloodlett i ng in the name of denomi¬ 
national purity. The suspicion is that this 
‘softly, softly’ approach to inter-sect vio¬ 
lence cloaks the vested interest of the 
government in keeping the sectarian pot 
on the boil. This allows the government 
to maintain a grip on the national political 
agenda by a diversion of public attention 
from the real problems of the people into 
the blind alley of religious extremism. 

A seemingly more and more powerful 
PM, having ‘fixed’ an overly assertive 
chief justice, an ambitious president, and 
a non-interventionist army chief, removed 
the sword of Article 58(2)(b) from the 
Constitution (which was General Ziaul 
Haq’s legacy empowering an indirectly 
elected president to dismiss an elected 
government and dissolve the National 
Assembly), and bound and gagged parlia¬ 
ment through the 14lh Amendment, ap¬ 
pears nevertheless to suffer from a core 
of powerlessness. The crisis of credibility 
from which the government increasingly 
suffers is self-created to a large extent. The 


government has shot itself in the foot 
repeatedly, sometimes inadvertently, more 
ofien than not in full consciousi»ss. 

The combination of the announcenwnt 
to build a controversial dam on the River 
Indus, the Kalabagh dam, and the moving 
of the ISth Constitutional Amendment 
which seeks to make Islamic Shariah the 
supreme law of the land, have served to 
cement solidarity between the nationalists 
of Sindh, Balochistan and NWFP, now 
united on the platform of the Oppressed 
Nations Movement. It has also provoked 
a mini-resurgence in the opposition gen¬ 
erally. Both sets of platforms overlap, but 
they sti II have a long way to go before their 
challenge to the government may be 
considered a .serious threat. The national 
question has once again emerged on the 
political agenda. Those who thought the 
induction of the (sub)nationalisLs into the 
political mainstream over the last 10 years 
had made nationalist politics a thing of 
the past, have Nawaz Sharif to thank for 
convincing the three less populated 
provinces that Punjab rules. Thereby he 
has managed to give (he nationalist poli¬ 
tics in these three provinces a new lease 
of life. 

Internally divided, the country faces 
isolation regionally and internationally. 
Pakistan's policy in Afghanistan of pn>- 
viding the wherewithal for the Taliban to 
roll all over the opposition has cost the 
country the goodwill of traditional friend 
and ally Iran and the unremitting ho.stility 
of the Central Asian Republics and Ru.s- 
sia, threatened by the approach near their 
borders of a fanatical, backward, funda- 
mcntali.st movement. China, a firm and 
old friend, is less than pleased with the 
‘tablighi’ (proselytising) activities of Is- 
liunic activists from Pakistan in and around 
its Muslim province of Xinjiang. Such 
activists have recently been arrested and 
deported from Tajikistan and Uzbekistan 
as well. Islamabad is digging a deep pit 
of isolation from must if not all its 
neighbours. 

Further abroad, foreign policy is inex¬ 
tricably intertwined with economic and 
strategic nuclear issues. Wooing Arab 
potenutes from the Gulf and basking in 
th6 satisfaction of a Clinton invitation to 
Washington for the PM can only be tem¬ 
porary placebos. They neither address, 
nor are a substitute fw, the hard economic 
decisions and steps required to restructure 
the economy away from dependence on 
foreign ’generosity’. That is a cold war 
hangover. No country today can continue 
to indefinitely skate on the brink of an 
external default and general economic 


meltdown as Piddstan has made a fine ai]t 
of doing in recent years. 

The link between nuclear non-prolifera¬ 
tion and a continuance of the old addictive 
habits of reliance on foreign loans is by 
now explicit. There is, therefore, at the 
other pole, a tacit nexus between the bomb 
lobby and economic nationalism. Insis¬ 
tence on maintaining a credible nuclear 
deterrent is very much the ‘mantra’ of the 
military-bureaucratic establishment, an 
establishment which has also been, not 
fortuitously, the main beneficiary of cold 
war larges.se. If they are now talking about 
a turn to economic nationalism, by which 
they mean forgoing foreign loans if they 
arc accompanied by insistence on the non¬ 
proliferation agenda, the pain and cost of 
such a turn will, as usual, have to be borne 
by the masses. The elite will .simply switch 
to its assets and businesses already stashed 
away abroad, leaving Pakistan and its 
people, whom they have milked dry over 
SI years, to fend for themselves. 

Analysis of the ills that afflict the coun¬ 
try have by now become commonplace in 
the Pakistani press. The question which 
troubles most people is what the future 
holds, how are we going to get out of this 
mess, who will bell the cat. Emerging 
from the disastnrus Zia years, the Pakis¬ 
tani people were treated to the spectacle 
over the next decade of ‘democratically’ 
elected governments being dismiss^ 
whenever there was a falling out with the 
establishment. Political ‘short-cuts’, there¬ 
fore. became the normal expectation of 
whoever was interested in the removal of 
an incumbent government. Unfortunately 
for .such adventurers, the day of the short¬ 
cut is over. Tbere is now no substitute for 
taking the long, hard road to political 
change through ‘purely' political means, 
both inside and outside parliament. 

The only way this can be accomplished 
is if the dispirited, exhausted, alienated, 
suffering masses of people are organised 
and mobilised to wrest political power 
from the moribund ruling elite. This should 
be accomplished preferably by peacefiil, 
democratic means. But if that path is 
blocked by manipulation of democratic 
norms, as has been the past practice, such 
an immovable object can only be removed 
by the irresistible force of the masses 
becoming the subjects, rather than merely 
the objects, of history. The threat from the 
armed, fundamentalist right notwithstand¬ 
ing, our people are capable of achieving 
their dreams, if only they bring into play 
the weapon of a conscious, organised 
movement of the masses for a democratic, 
liberal, progressive Pakistan. . 
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PERSPECTIVES 


Freire’s Legacy 

Krishna Kumar 


Paulo Freire’s legacy needs to he assessed in the context of the crisis 
in which educational theory finds itself In the third world, Freire's 
locus of theorising, there seems to he no end to the sharp 
contradiction between the primary functions of education; its selective 
or certifying function and its role in enhancing the intellectual capital 
of society. Can we then .say that Freire provided a mere ideological 
sop to live hy during a period of all-round gloom and difficulties for 
humanist education ? 


PAULO FREIRE'S death in the summer 
of 1997 remained largely unnoticed in 
India's academic world. Tliat makes sense, 
considering how marginal a presence 
education has as an area of enquiry in our 
academia. What makes things worse for 
Freire's memory is the strange fact that 
in India the left, unlike the right, has no 
serious concern tor education. But even 
the non-government organisations {NGOs) 
world, which owes a substantial part of 
its current key vocabulary iuid its legiti¬ 
macy to Freire, paid him no major tribute. 
To an extent we can attribute this indif¬ 
ference to the general despair prevailing 
among tho.se who believe that ideas ought 
to permeate social action. A possible 
parallel reason relates to the culture of 
activism which treat.s any time taken for 
reflection, lor example, reflection on a 
departee's legacy, as an essentially acade¬ 
mic exercise. implying second-rate impor¬ 
tance. The concept of activism is a part of 
Freire's legacy, and though an incom¬ 
plete part, it now appears to be the only 
form of resistance that works. Finally, one 
other rea.son for the indifference shown to 
Freire may be the steady decline of Freire's 
owndistinctivencssoverthe last few years 
of his life. Freire's rise as a source of 
dramatic influence, and an eventual 'fall' 
constitute a story of dramatic influence, 
and an eventual 'fall' constitute a story of 
some historical value, especially from the 
viewpoint of colonised societies like that 
of India. 

Towards the end of the 1960s Freire 
was thniwn intocxiIc by the military rulers 
of his native Brazil. They had found the 
43-year old Freire guilty of encouraging 
peasants to reflect on their own condition 
with a view to waging a collective effort 
towards changing it. For Freire. this was 
an educational engagement with the 
people. Out of this experience and the 


re.spon.se it received from the people and 
their military rulers, Freire composed his 
elaborate philosophical statement which 
first appeared in English translation in the 
early 1970s under the title Pedagogy of 
the Oppressed. Within a short while, the 
bewk became a worldwide hit, initially 
competing with another popular text of the 
1970s, namely Deschooling Society by 
Ivan Illich. but eventually outpacing it. 
Illich hincself described Freire's book a.s 
"a truly revolutionary pedagogy". Several 
other fwMiks hy Freire followed, but for the 
va.st majority of his readers the Pedagogy 
remained his most reliable and distinctive 
statement. Freire resented this fact as iuiy 
writer would, but he acknowledged his 
readers' identification of him with his first 
hook by naming his penultimate book as 
Pedagogy of Hope. Published in 1994. it 
provides a collection of personal nar¬ 
ratives on the reception of the first Peda¬ 
gogy. Freire's last book, published just 
before his death, was/^'tters to Christina, 
his niece to whom he wrote some 18 long 
letters explaining his life and work. The 
last letter shows how anxious Freire was 
in the evening of his life about the threat 
po.sed to human dignity and freedom by 
what he called the rebirth of Nazi-Fascist 
ideology everywhere and the left’s vacil¬ 
lating stance towards its own role. 

The climate of ideas which characterised 
the early 197()s greatly explains the popul¬ 
arity of Freire’s Pedagogy of the Op¬ 
pressed. Hope for the downtrodden had 
been running high since the late 1960s, 
riding the tide of anti-Vietnam-war feel¬ 
ings in the US and the sweeping successes 
of Mao's Red Guards in China. The crude 
attempt made by the Soviet Union to 
maintain its dominance in eastern Europe 
helped only to underline the importance 
of people in relation to governments. 
Student protest against university curricula 


in France and elsewhere had called into 
question the old, established structures of 
knowledge. Hie turn of the decade offered 
a remarkably fertile climate to socio¬ 
logists and other analysts of educational 
systems. They marshalled a strong case 
for suspecting the role of education in the 
context of the constructing a civil society 
by purely constitutional means. Uncover¬ 
ing the hidden, and later on not-so-hidden, 
agenda of hegemonic elements active in 
shaping education became the central pre- 
(K'cupation of educational research and 
rendered an impressive yield oC studies 
and ideas. Freire’s Pedagogy came as a 
kind of last word in this ethos, its unique¬ 
ness residing in the fact that it presented 
not just an erudite analysis of the evil that 
schools perpetrate, but al.so an exciting 
remedy. 

Freire’s major contribution to progres¬ 
sive educational theory lay in his attempt 
to introduce 'oppre.ssion' as a ba.sic vari¬ 
able in the model of human society that 
education had to deal with. Oppression, 
we can say. is the connecting theme of all 
his works. Freire suggc.sts that any edu¬ 
cational theory which does not deal with 
the problem of oppression is incomplete 
and unacceptable. The humanistic agenda 
of education has no meaning or validity, 
we feel while reading Freire’s writings, if 
educators and the curriculum they uphold 
ignore the decline of humanity into an 
oppressor-oppre.s$ed duality. He argues 
that prevailing educational practices by 
and large exacerbate the dehumanised .state 
of the human world. This critique, as well 
as the remedy of ‘cultural action' that he 
offers, present at least as intellectually 
rich, if not as comprehensive, a model of 
education as Dewey had presented at the 
beginning of the century. Freire’s model 
IS more promising, at least to an Indian 
eye, than Dewey’s in the present run of 
things, simply because it acknowledges 
conflict, and that too the conflict specific¬ 
ally arising from colonial .subjugation, as 
the primary backdrop for making sense of 
the present-day world. AsFreireexplained 
to his niece, "while the centre of power, 
the north has become accustomed to fram¬ 
ing the south. The north ‘gives a north' 
to the south". Education is not worthy of 
being called education, we learn from 
Freire, if its epistemology does not reflect 
a critical perspective on injustice and 
oppression. In Freire’s highly normative 
concept of education, learning necessarily 
implies an awareness of how ‘my’ con¬ 
dition is related to the state of the world. 
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And such awareness must meet the other 
standard set by Freire: the motivation to 
make one’s contribution to some fonn of 
collective action. 

The focus of pedagogic effort, in Freire’s 
model, is on the cultural dimension of 
oppression. Although he sees oppression 
both in economic or material and cultural 
terms, it is in the cultural domain that he 
finds the key role of education. All his 
books empha-sise the need for analysing 
culture as a means to identify the impli¬ 
cations of oppression for the human per¬ 
sonality and the social order. In this choice 
of culture as a critical area for education, 
he follows the established tradition of 
Marxi.st scholarship on Latin America and 
African history, especially on colonisation, 
and the socialist streak in theological 
literature. In Freirc’s approach to literacy, 
'cultural action’ aimed at .setting the learner 
free to apply reason. 'Conscienticising' 
involves an awarene.ss that the oppressed 
are the creators of culture, and that the 
oppre.vsors have, for generations, dispos¬ 
sessed them not only of the products of 
culture but also of the awarene.ss that they 
are the true or authentic representatives 
of culture. In Frcircan methodology, a 
literacy class is to be treated as a ’culture 
circle’ where the relationship of men and 
women with nature is to be ‘read’ by 
reflecting on the work they do on natural 
material, such as clay, in order to trans¬ 
form such material. This kind of ‘reading’ 
of the world, its past and pre.sent, must 
precede, and not follow, the ability to read 
the word. For an example, an illustration 
given in Education for Critical Con- 
xctousness presents the sketch of a vase 
with flowers as a point of discussion on 
the theme of human relations with nature. 
Freirc’s commentary says: “During a 
discussion of this situation in a Culture 
Circle of Racife, I was moved to hear a 
woman .say with emotion, ‘I make culture. 

I know how to make that (the vase).’’ 

In all the situations illustrated in this 
manner in Education for Critical Con¬ 
sciousness, the emphasis is on digging out 
and revealing the original, that is pre¬ 
historic and historical, layers of the work¬ 
ing men and women’s consciousness of 
their role and impoitance. There is a distinct 
Jungian feel to the whole exercise. The 
illustrations given are stark, suggesting a 
kind of palaeography of the mind. It is 
important to note that all these ‘situations’ 
proposed for pre-literacy discussion por¬ 
tray pre-industrial or non-industrial kinds 
of work, such as hunting, digging a well, 
and pottery. The only symbol of techno¬ 
logical advancement included among these 
generative themes, as they were to be 


called, is arifle, used by a ‘letteredhunter’. 
Members of the culture circle are expected 
to discuss how the t(x:hnological progress 
symbolised by the rifle represents ‘man’s 
increasing opportunity’ which has mean¬ 
ing “only to the extent that it contributes 
to the humanisation of man, and is em¬ 
ployed towards his liberation’’. 

In this important early work we can 
recognise the ‘fundamentalist’ aspect of 
Freire which was ignored in a determined 
manner by countless agencies of adult or 
community education and governments in 
all kinds of countries. There was some¬ 
thing mgged about Freire’s philosophy 
and programme. It was clearly an ideo¬ 
logical programme, but encased in its pre¬ 
scriptions was a streak of liberal hanker¬ 
ing after a space for maintenance of dis¬ 
sent and dialogue. Although boldly pre- 
.scriptive, and in that sense incompatible 
with the usual style of liberal pedagogues, 
especially in adult education, Freire’s 
pedagogic stance seemed to question the 
state’s monopoly over defining the post¬ 
world war visions of moderni-sation and 
development. Though there was no straight 
reference to industriali-sation or any elabo¬ 
rate discussion of it in his writings, an 
implied criticism of industrialised man 
and that of the stnictures under which men 
and women were forced to live by con¬ 
ditions of industriali-sation was all too 
evident. This implied criticism had many 
resonances; tlie ones of Marx and the 
Frankfurt school were easy to hear, but 
deeper down the voice of a Chri.stian 
thcologican reflecting on the poor - the 
ones actively dispossessed in the course 
ol worldwide hunt fur resrmrees, labour 
and markets-could also be heard. Freire’s 
historical perspective strongly reminded 
one of the dependency school of f^tin 
American social scientists many of whom 
have now lost stamina. His educational 
principles were pervasive, inviting us to 
view educational change as a generalised 
process of the structural adjustment of a 
world con.structed by colonialism. The 
point was made amply clear in Pedagogy 
in Process, a collection of letters from 
Ginuea Bissau: “to di.<icuss education, I 
repeat, is to think of the overall plan for 
the society itself’. 

Freire’s method compels us to reflect on 
educatitm in the context of a generalised 
critique of the organisation of society, its 
pioce.ss of pro-duction, its systems of com- 
niuniciuion, and the values practised in its 
attempt to survive or prevail. That means 
the task of making people literate includes 
the exploration of all salient features of 
social life, such as institutions of race and 
ca.ste, ownership of natural resource.s and 


the patterns of the consumption of these 
resources. Such an explonition is not a 
‘post-literacy’, but ratlwr a ‘pre-literacy' 
exercise. If this exercise is regarded as 
an essential part of Freire’s method, then 
we can appreciate why it has no real use 
for the expert or bureaucrat who only wants 
to improve teaching techniques or mate¬ 
rial. Yet, despite being of little use to such 
people, the vocabulary associated with 
Freire’s method proved greatly attractive 
to them. In countiy after country, including 
(Hir own, it was co-opted by official 
programmes of ma.ss literacy, with the 
obvious objective of imparting to these 
programmes a progressi ve gloss that might 
conceal their coercive character. These 
programmes were designed to socialise 
the masses into accepting the prevailing 
oppressive order as the only order, rudi¬ 
mentary literacy acting as a means toexpose 
them more fully to the prevailing order so 
as to articulate and reinforce their accep¬ 
tance of it. 

CoNCEFT or Deep Literacy 

111 a theoretical sense, Freire’s model 
of ‘deep literacy’ had a refreshing feel to 
it because it offered an intrinsic critique 
of as well as an alternative to the well- 
established behaviourist model of literacy. 
As a theory of learning, behaviourism Im 
continued to dominate educational prac¬ 
tice, including teacher education. Its ap¬ 
peal is rcxited in its positivistic method¬ 
ology and its promi.se of making the 
outcomes of teaching predictable. Its 
trivialising perception of learning, as a 
minimalist and explicit response, chimed 
well with the uni versalistic model of formal 
schooling. The concept of learning intrin¬ 
sic to behaviourism resonated the temp¬ 
tation - felt in every country in varying 
degrees - to use mass education as a means 
of socialising the younger generation, to 
shape its basic need-structure and loyal¬ 
ties, in accordance with the ideology and 
lifestyle ot dominant groups. Both nation¬ 
alism and capitali.sm heightened this temp¬ 
tation. In countries of the west and the 
colonised third world, these two forces 
often worked together to determine the 
goals of mass education. In the communist 
world, the temptation to consolidate the 
nation-state by the ideological use of mass 
education required nojustification or cover. 

Freire struck at the behaviourist under- 
piifhings of mass education in a manner 
one would least expect to succeed. The 
list of 10 characteristics of ‘banking edu¬ 
cation’ given in Pedagogy was highly 
simplistic, and dccontc.xlualised too as 
indeed the whole book was. Many such 
listings had been done earlier by liberal 
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critics or schooling. What was special 
about Freire's listing was that he used it 
as the ground on which a link between 
behaviourist pedagogy ami the oppressive 
and unjust global older could be esta¬ 
blished. Fa*ire avoided a frontal attack on 
the forces inimical to humanist education 
by m>t naming them, and wc can guess 
why. Naming them would have limited his 
appeal to specific audiences steeped in 
similar naming. For instance, by naming 
capitalism as the core of the de-huinanising 
.system of education, he would have run 
the risk of being .seen as yet another Marxist 
critic ot capitalism. Both he and Illich - 
he too mounted a strong critique of mass 
schooling in the I970.S - avoided such 
clubbing by leaving their readers free to 
wonder about their intellectual slants. It 
would be coiTcct to say that neither Freire 
nor Illich had ideological loyalties. They 
were both radical preachers, though Illich 
had been officially questioned and forced 
out of a formal affiliation to the Catholic 
church after an elaborate quarrel which he 
himself documented. Freire expanded his 
role as a preacher by as.sembling an all- 
out attack on a world characterised by 
gross material inequalities and cultural 
subordination. Fadre's writings leave us 
in no doubt that the unju.st order in which 
humanity is .stuck cannot be challenged 
by developmcntalist measures. He em¬ 
phasises the unavoidable necessity of a 
revolution, but the nature of the revolution 
remains unclear, except that it must be 
based on an existential dialogue between 
those who attempt to mobili.se others and 
these others. Freire' s discussion of a re vo- 
lulionary strategy is full ol'echix's; differ¬ 
ent kind.s of maders can rt'ad the philoso¬ 
phers of their choice into Freiie's words. 

So it is not surprising, though it is 
disappointing to those w,ho expected 
Freire’s influence to extend policy options 
in post-colonial siK'ielies. that his Nmks 
were a'in vented in all manners even as the 
crisis of the post-war international order 
dccpencil. During the decades when Freire 
became an inevitable reference in writings 
and courses on socially purposive educa¬ 
tion. oppression became a generalised state 
of being, of which ju.st abinit everyone 
could partake, depending on the aspect 
from which representation of the self was 
required on a given occasion. In the 
background ol this fluidity was the decline 
of objectivity as a means of knowing, 
and the blurring ol categories which 
promi.sed to distinguish one kind of ex¬ 
istence and perspective from another. 
Freire had defined objcclivily as a char¬ 
acteristic of knowl«Jge about pc*oplc which 
included their own awareness of their 


situation. He had hoped to push educa¬ 
tional planning beyond its typical data¬ 
base a.ssembled with the help of a norma¬ 
tive survey. His concern with the fuller 
situational picture, of which people’sdaily 
life was a part, implied that those who 
organi.se literacy programmes and other 
such activities will stop dccontcxtualising 
people, stereotyping them as a part of a 
process which ultimately aims at disburs¬ 
ing prefabricated solutions to problems. 
Hut Freire's programme of developing in 
I he planner and the teacher a certain degree 
of .sensitivity to people’s own perspective, 
and not just their suttcring, assumed an 
ethical commitment to social transforma¬ 
tion. This quality became increasingly 
scarce with the ri.se of dcvclopmcntali.sm 
as a global financial enterprise. Aid by the 
rich nations to the poor had been used as 
a political tool earlier, but during the 1980s 
it became a specific instrument of quelling 
tlic social unrest anticipated in the wake 
of a nco-iinperialist onslaught of the 
regime of capital, accompanied by the 
expansion ot satellite communication and 
transport technologies. 

The collap.se of the .Soviet Union and 
Its empire, and the fresh impetus with 
which corporate interests struck out for 
markets and resources, together altered 
the nature and logic of .social action in the 
1980s. The establishment of communica¬ 
tion links on a vaster scale than ever before 
ntdicaily enhanced the reach of financial 
capital. A general sense of despair and 
puzzlement set in among left-leaning 
scholars and leaders ot .social action who 
were not necessarily admirers of the Soviet 
miHtcl. China’s warm overtures towards 
absorbing western capital gave further 
sharpness to the feeling that the world was 
destined to become more like what it had 
been, at least in the near future. The only 
■evolution, this feeling suggested, that one 
mighi talk about with certainty was going 
to he in technology, especially that of 
communication and manipulation of in¬ 
formation. For the political economy of 
poorer countries, the most important 
changes were going to be in factors of 
trade. The emerging world scenario seemed 
to strengthen the hold of the rich on natural 
resources and markets everywhere. In 
politics, the memory of the anti-colonial 
struggle was getting increasingly confused 
with the claims of neo-fascist elements 
that they alone represented cultural and 
political autonomy. Liberal spaces, where 
occasional resistance and critical enquiry 
might nourish, had started to close in even 
as the loud cacophony of personal con¬ 
sumption had become the main content of 
cveiy media of information. Activism 


aimed at social change had beemne a tully 
monetised service industry, copiously 
funded by international donors with aciear 
view that it would help contain within 
limits the feelings of the poor and the 
marginalised majority. 

This portrait of the past decade or so, 
though sketchy, should help us appreciate 
the incorporation of Frcirean ideas and 
terminology into the industry of volun¬ 
tarism. The decline of state interest, for¬ 
mally as a condition of structural adjust¬ 
ment, in improving public education and 
health had pushed voluntary activi.sm 
towards centre-stage. Public debate on 
state policy and efficiency shrunk. Social 
scientific endeavour to make Sense of 
things started to look irrelevant, and job 
opportunities for young social researchers 
got confined to mechanised services and 
temptirary involvements. The social sci¬ 
ence disciplines were also facing an in¬ 
ternal crisis, brought about by (he ques¬ 
tions inherent in certain post-modern lit¬ 
erary theorists concerning the stability and 
reliability of meaning in texts, including 
scholarly texts which provide historical 
and sociological analysis. Part of a broader 
post-modern front which promised to free 
the European mind from the memory of 
colonisation and the Na/i holocaust, such 
questioning gained easy currency in the 
Indian academia, chronically starved as it 
is of opportunities to contribute to theory- 
building. The new textualisls emphasised 
the authenticity of experience, suggesting 
that no one could speak on behalf of others, 
hence any attempt to give a voice to the 
les.s articulate was at best meaningless, 
and at worst an act worthy of .suspicion. 

The concept of education as a voice- 
giving activity was inherent in Freire’s 
association between illiteracy and what he 
called the ‘culture of silence’. His insistence 
on historical analysis of people’s condi¬ 
tions added perhaps an unbearable burden 
on prevailing conceptions of social work, 
but the basic premise that an educative 
activity involves external intervention was 
a part of his mode too. For Freire, suc¬ 
cessful education should present a new 
situation, not merely a .sharpened version 
of people’s common sense. The argument 
put forward by certain post-modernists 
that ail representations arc merely narra¬ 
tives, hence the need to accept infinite 
relativism, constituted a direct threat to the 
validity of Freire’s model. His rebuttal of 
non-interventionism comes in a dialogue 
published in the Harvard Education 
Review in (Fall) 1995, and we hardly need 
to be surprised by its unequivocal tone; 

1 think it is an ethical duty for educators 
to intervene in challenging students to 
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critically engage with their world so they 
can act upon it and on it. I do not accept 
the pie.sent philoso(rfiicaI posture in which 
truth is relative and lies and truths are 
merely narratives. They have the right to 
say so. They also have the right to say, 
as some thinkers have been saying, that 
with the tall of communism we have 
reached the end of history. They have all 
the right to propose what they want to 
propose, as I also have the right to reject 
their proposals. I would have to point out 
that history continues, and 1 cannot remain 
silent before an error. By the same token, 
if a student wants to kill himself in front 
of me in my class, 1 cannot remain neutral. 

1 must intervene, as I must intervene is 
teaching the peasants that their hunger is 
socially constructed and work with them 
to help identify those responsible for this 
social construction, which is. in my view, 
a crime against humanity. 

The elaborate explanation, and especially 
its justificatory tone, show how afflicted 
Freire was by the philosophy of non- 
interventionism and its implications for 
educational theory. 

His legacy needs to be assessed in the 
context of the crisis in which educational 
theory finds it.self. In the third world. 
Freire’s locus of theorising, there seems 
to be no end in .sight to the sharp contra¬ 
diction between the two primary functions 
of education, namely, its .selective or 
certifying function, and its function in 
enhancing the intellectual capital of so¬ 
ciety. Tlic predominance of the first func¬ 
tion is .so overwhelming that the latter gets 
no chance to receive attention. As a con¬ 
sequence of this self-perpetuating .situa¬ 
tion, what Freire had called ‘banking 
education* is flourishing. ‘Banking edu¬ 
cation' is likely to flourish even more 
vigorously in the years to come as a result 
of further consolidation of class conflict 
in the wake of globalisation of exploita¬ 
tion and consumption. Triviaiisation of 
knowledge and intellectual capacity as 
one of the many outcomes of the speed- 
centred technologies of transmission and 
retrieval of information can also be ex¬ 
pected to fortify ‘hanking education*. 
These technologies po.se a more general 
challenge to educational theory, appli¬ 
cable to the wealthy world as well, which 
arises from the diminution of space or 
milieu as a factor in learning. Engagemcrti 
with the immediate milieu, both natural 
and social, which Dewey had proposed as 
one of the foundations of progressive 
education, has run into deep trouble with 
the advent of on-line lifestyle as a symbol 
of status and power. Even before the advent 
of this kind of space-conquering oblivion 
as a symbol of status and power, indiffer¬ 


ence to the costs of capitalist opulence of 
the west incurred by die world’s poor had 
become an acceptable feature of the 
western educated man and woman’s per¬ 
sonality. Throughout the 1980$ one could 
notice the increase of inward-looking 
tendencies even among critical, left-lean¬ 
ing scholars. Their willingness to accept 
a ‘coping* stance in the face of mounting 
pressures on the social foundations of 
educational theory was all too obvious, 
llie challenge proposed by Rousseau, 
namely, to nurture the citizen without 
stifling the human, was becoming increas¬ 
ingly elusive as a goal of public education 
in the western world against a background 
of sweeping strides made by neo-imperi¬ 
alist ideologies. 

Can we then say that Freire provided a 
mere ideological sop to live by during a 
period of all-round gloom and difficulties 
for humanist education? It is hardly unfair 
to say that Freire belongs to that short 
hi.storical period which lasted from the 
late 1960s to the middle of the 1980s. 
Unmasking the powers of the oppressor 
seemed strangely sufficient in this period. 
Freire too did not offer any guiding clues 
on what might come after people have 
been conscientised. In the case of quite 
a few efforts inspired by Freire*s ideas, 
local succe.s.s in breaking the culture of 
silence was received with quiet suppres¬ 
sion of the conscientised poor by their 
powerful masters aiHl the state. Many drew 
the conclusion that Freirean pedagogy 
needed a wider, organised political move¬ 
ment to sustain conscientisation. This 
conclusion was consistent with the left’s 
customary approach to regard educational 
reorganisation as a post-revolutionary 
activity. 

Perhaps Freire intended, like Gram.sci, 
to make political action against oppres¬ 
sive economic relations more democratic 
by permeating it with a definitive cultural 
stirring. In retrospect, it seems correct to 
say that Freire’s emphasis on culture as 
the locus of educational effort was mis¬ 
interpreted under the circumstances pre¬ 
vailing and unfolding in tlie«i980s. In 
India, the shedding of socio-cultural con¬ 
cerns by institutionalised politics gained 
speed from the early 1980s onwards. The 
emergency was the watershed after which 
political activity became exclusively con¬ 
cerned with powergames, and the broader 
politics of social change fell to the share 
of non-party activists. Freire had warned 
us about such a separation in his first book, 
by criticising ‘activism’ as the obverse of 
‘verbalism’, the former being devoid of 
reflection and latter of action. This and 
many other philosophical insights are part 


of Flare’s legacy which we now have 
enough time to peruse as we can now 
afford a fiiller view of the pottery of the 
post-war international order. We should 
now know better that so-called globali¬ 
sation mailcs no change, and that there are 
no shortcuts to evolving a society based 
on justice. 

That Freire chose to title one of his two 
last books as Pedagogy of Hope is not 
without significance for guessing how he 
might have wanted his legacy to be read, 
at least in the immediate future. Defending 
hope as an ‘ontological need’ he cautions 
us in this book against optimism for its 
own sake as well as against the reduction 
of struggle to ‘calculated acts* or to a 
‘purely scientific approach'. Increasingly 
more blatant strategics continue to surface 
to co-opt Freire into standardised, and 
almost inevitably globally internationally 
funded programmes of adult education. 
Flinders and organisers of such program¬ 
mes mouthe the familiar vocabulary of 
dialogue, struggle and empowerment, 
garnish this vocabulary with references to 
the promise of the new communication 
technology, and finally present a recipe 
for change in the de.stiny of the poor. To 
maintain Freire's holistic vision of social 
action in a world ridden with globally 
mobile resource persons and, by defini¬ 
tion, uninvoivcd consultants is difficult 
indeed. Even more difficult is to recall as 
a point of reference the subtle presence 
of Christian austerity in Freire's world of 
values. The application he found for 
Buber’s concept of ‘dialogue*, and the 
attempt he made to establish dialogue as 
an existential necessity and as a definitive 
means of producing knowledge will re¬ 
main mqjor theoretical contributions to 
education. How his idea of knowledge as 
a tacit product of dialogue can be nurtured 
and explored further in a world held to¬ 
gether by electronic impulses and nuclear 
deterrence is a que.stion that those inter¬ 
ested in Freire’s legacy must attend to in 
the years to come. For the pas.sing mo¬ 
ment, these words from his final letter to 
his niece have an eerie ring of relevance:. 
The fascist threat may grow to the extent 
that, overwhelmed, the Left vascillates 
between denying itself by believing in 
neo-liberal discourse... and reactivating 
Stalinism. Undeniably, the role of the Left 
today is to believe that it does exist, and 
to abandon authoritariani.sm and dogma¬ 
tism. It is to overcome historical, philo¬ 
sophical, and epistemological errors, for 
example, that of setting socialism and 
democracy again.st each other. 

(The author expressses graiefulne.ss to Sadhaoa 
Soxena for helping throughout the writing of this 
article, and to Kamal Mohendru and AinritB 
Fatwordhan for commenting on an earlier draft.] 
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REVIEWS 


Chuni’s Story 

Susie Tharu 

Oust on the Road: the Activist Writings of Mahasweta Devi, edited with an 
intnxiuctory essay by MaitreyaGhatak; Sca}>ull Books. Calcutta, I997:pp219. Rs 275. 


ONHol the most niemurahleaiiddi.sturhin{.> 
pieces that I have read in recent times is 
Mahasweta Devi’s account of the litc and 
death of Cluini Kotal, the first woman 
graduate among the I xxIha-Sa vara and t he 
Kcria-Savara. C'huni was 27 when she 
hanged herseil in August that year in hei 
husband's one rmim tenement in Khtirag- 
pur. She had struggled through high school 
while still also working in the I ields. Since 
her family, like man) ol the other families 
in the area, raiely had enough to eat. there 
wasnoquestionol money lorbooks. Given 
all the noise that was being made in the 
early I99().s about reservations one would 
have expected Chuni to walk into a job 
as soon as she passed her higher secontlary 
examination. es|H-ciully since she was also 
the first woman from her community to 
do so Yet it was only several months later, 
and with ditficulty. that she found place¬ 
ment as a social worker with the Integrated 
Tribal DevelopnK'iil Programme. The work 
involved, among other things, cycling 20- 
2S kilometres a day gathering information 
from the villages in the ITDP areas (work 
that clearly would never have been assigned 
to a forward caste woman). Chuni took 
it in her stride and even managed to con¬ 
tinue with her studies. Tha'c years later, 
she passed her BA examinations. This 
testimony to the success of Indian education 
was widely celebrated and exclaimed over 
by the media. The dega*c entitled her to 
a ‘better’ post. But judging fiom the level 
of hostility that she encountered, she had 
clearly stepped so far outside the limits 
sanctioned for a 'tribal', more so a tribal 
woman, that she was made to pay for it. 
Her very piv.sence in the corridors of tKc 
establishment appeared to be an irritant. 
.She was resented, .suspect, con.stantly 
policed, regarded as somehow not having 
the breeding appropriate for her job. Very 
little ot tins stemmed fmm what one might 
regard explicit or overt bias or prejudice, 
llie opposition was much more diffuse, 
subtler, more dilficult to pm down and 
name as anti-tnbal. When her ailing father 
came to the town tor treatment and stayed 
with her. and again when her brother who 
had fructuted his leg came to have it .set, 
.she was accused ol misusing her hostel 
rix>m; ot entertaining men there. .She was 
watched, .sniped at, harassed, i nsulted, first 
by her colleagues and superiors, and later, 
when she decided to register for a post- 
giaduate degree in Anthropology, by her 
professor. She lost two years, one because 


she w'as marked absent even when she had 
been present and the other because she 
was (ailed in the annual examination. 
.Mahasweta Devi comments: "In West 
Bengal, even after so many years of Ixft 
I Tout rule, the first woman graduate from 
a very backward tribe was openly abused 
because of her low caste and birth and 
nothing was dune about it. No one was 
ashamed, no one cared.” Only when Chuni 
I omplained bitterly did the state govern¬ 
ment appoi nt an i nquiry commission. They 
eho.se three pnncipnls of district colleges 
lo sit on it. Obviously tfie commission did 
nothing that gave Chum any hope, although 
iheirrcport. hurriedly submitted eight days 
alter her death, did acknowledge that she 
had been harassed. I have returned to the 
‘.Story of Chuni Kolai'. many times after 
It first appeared in EPW in 1992, most 
recently only a few months ago to excerpt 
Irom it fur a symposium organised by our 
teachers' association on the agendas for 
higher education in our time. 

This stoiy of Indian education is only 
one of the many chilling accounts in this 
collection. Tribal people constitute about 
one-tenth of the country’s population, yet 
they account for over half of those actually 
displaced by dams and other large develop¬ 
ment projects - cement and bauxite mines, 
tea and eucalyptus plantations, timber 
smuggling. Hunger is endemic in these 
areas and inevitably therefore al.so mal¬ 
nutrition and disease. Drinking water is 
scarce, the water table falling rapidly. There 
are lew doctors As a rule tribal children, 
like dalii children, do not make it to .school. 
If they do. they arc unlikely lo survive 
there. A large number of tribal girls end 
up in the brothels of Calcutta or Ranchi. 
There arc also reports about labourers in 
Palamu who have been bonded for genera- 
lionstothciruppercaste landlords; contract 
workers of the Calcutta Metropolitan 
Development Authority trapped into what 
is “virtually a new form of bondage”: 
workers in asbestos and cement mines 
routinely exposed tosilico.sis. Other pieces 
record the continuing alienation of tribal 
land despite the increasingly tight laws 
prohibiting it; of the corruptionof employ¬ 
ment bureaus and of job calls that never 
come. Yet. aseveryone knows, the govern¬ 
ment allots crores for SC/ST education 
and development and figures from the late 
1980s and 1990s would no doubt show 
(hat large NGO monies have also found 
their v/ay into these areas. 


Many of the.se pieces have appeared 
earlier - mostly in EPW and frontier. Yet 
as one reads them together the impact is 
quite different. As individual pieces these 
were accountsof the life of ordinary people 
in the tribal areas of West Bengal and 
Bihar. Together they are a details and 
cross-referenced document on the state of 
the Indian nation nearly 200 years after 
(he arrival of modern administration and 
modern .science - and an exceptionally 
sobering report it is. What we find here 
are some of the best examples of the rich 
and important body of investigative repor¬ 
ting that has re.sulted from theci vR liberties 
and NGO movements of the last two 
decades. Statistics and other factual in¬ 
formation endorse a brisk narrative (hat 
is i nterleaved with warm portraits of excep¬ 
tional people. Mahasweta Devi’s own 
sturdy presence is palpable, as is the warmth 
and tenacity of her involvement, and the 
sure touch of her pen. She badgers, hectors, 
insists, cajoles. She is determined to do all 
she can to ensure that these questions arc 
not pas.sed by. Both as activist and writer 
she comes across as tireless, i mpatient with 
.sentimentality, scrupulously ethical. This 
is, to say the least, an impressive collection. 
It should be required reading, along with 
this author’s fiction, foreveryonc working 
with (or on) tribals. dalits. or other mar¬ 
ginalised peoples, be they activists, admini- 
.strator.s. NGOs, educators, .social scientists 
or cultural theon.sts. 

However, if as document of the closing 
years of the 2()th century this collection 
is disturbing one. it is not only because 
of the enormity of what it exposes but also 
because of the feeling that grows as one 
reads through the pieces that the .solutions 
proposed, the initiatives taken, as also (he 
stories told, the feelings invoked, the 
models held up fail at some basic level 
to measure up to the questions rai.scd by 
these reporLs. What they propose is at once 
too much and too little. I'here is not enough 
here to help us understand why, despite 
all the money invested, dc.spite years of 
government and non-governmental initia¬ 
tives, dc.spitc the good offices of many 
good and brave {^ople, tribal peoples 
continue to live such grim and hopeless 
lives even in a state with a Marxist govern¬ 
ment; there is too muchexpec ted of indivi¬ 
duals. Even if. through some socialist sor¬ 
cery, we were able to conscript that aimy 
of Mahasweta Devis that the analysis calls 
for, it is difficult to imagine that the dif¬ 
ference would be that .significant. In fact 
it came as .something of a surprise to me 
how little evidence there is here of the 
initiatives taken actually showing results; 
a brook dammed here; a small co-operative 
run successfully there; a lone man fighting 
at great cost to himself and his family. 
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Vety little happens without the brokerage 
of a (influenttal and per^istem) middle 
class agent or agency. I want to stress 
that what I am painting to holds true of 
the explicit calls to action as much as it 
does of the economy of narrative and 
feeling endorsed and circulated in these 
accounts. 

If we were to ask, for instance, why is 
it that tribals continue to be oppressed and 
exploited even in modern times, the answer 
is as self-evident and conclusive as it is 
unsatisfactoiy. The Indian state has failed 
to perform; its middle class has failed to 
look beyond its immediate self-interest. 
The government has colluded with business 
and landed interests and turned an 
indifferent eye to the .suffering of ordinary 
people. It is corrupt and callous; it has not 
intervened In restrain or punish. It has 
failed to mnderni.se. failed to regulate 
growth, failed to cn.sure justice anil 
equality, tailed to protect its citizens or 
provide the basics of the good life. What 
follows is a typical and recurring statement; 
"It should have het'tt seen to that the entire 
educationally and economically dis¬ 
advantaged population, irrespective of 
religion or caste or tribe were so developed 
that people fell eipuil. That has not been 
done and the fundanientali.sts are reaping 
the harvest” (p 187, italics added), llie 
middle class is called on to intercede on 
behall ol these ill-u.scd people. It must 
pressure the administration, move the 
courts, expose the culprit.s, support 
activists, wiile about what is happening. 
Clear instructions are issued; "In every 
case, in every area, the grass roots orga¬ 
nisations should be consulted about the 
requirements of the people concerned. 
Trust them in formulating .schemes, help 
them witli technical knowledge, and final ly, 
convince the stategovcniment not tocreatc 
obstacles in the implementation of the 
schemes” (p I6.'t). What needs to emerge 
alongside a lesponsive and responsible 
avant-gardist state is a civil society that 
will hold that state responsible. Maha- 
sweta's own life and work is exemplary 
here. 

If for the moment we step back fnim 
the as.scmbly line that produces these 
programmatic re.solution.s and calls to lake 
charge and act. to a.sk, who, or more exact ly, 
what is the tribal or the dalit in prc.scnt 
day India, what is it about this figure that 
renders the logic of development perverse, 
the answers are salutary. Even a quick 
glance through the literature will demon ¬ 
strate that the category is complexly struc¬ 
tured. Constituted in part by colonial 
anthropology, in pan by admini.strativc 
and countcr-imiurgent initiatives, and in 
part - evident in the term ‘adivasi' - by 
a brahminism that has been reUguring and 
consolidating itself right through the 19th 
and well into the 20th centuries, the term 
represents a cluster of concepts that feed 
off each other, all closely tied in with the 


Indian state pie- and post-independence. 
In far more {wwerful senses than the con¬ 
stitutional terminology might imn^diately 
sugge.st the dalits and the tribals are SCs 
and STs. Tliat is to say, what they are today 
is the con.sequencc of nearly two centuries 
of concerted government, adminkstration, 
development, welfare, knowledge, educa¬ 
tion. TTiey are modem, not pre-modem, 
or needing modernisation. It is crucially 
important to see at the picture that emerges 
in these writings is the result of govern¬ 
mental initiatives (their success as it were) 
and not theirfailure. These are documents 
of the history of the Indian .stale and of 
its subjects. In fact it is this que.stion of 
the stale and the agency of the state that 
is obscured in the anthropological categori¬ 
sation as much as it is in a developmental 
(and it makes only a little difference 
whether the development is Marxist or 
liberal) framework. There is more than a 
little imny therefore in regarding the 
solution to these problems as a less corrupt, 
more clfcclive, more committed .state. 

Let us return to the question; Who/what 
is the tribal in contemporary India? 
Although in her fiction Mahasweta Devi 
often pokes lun at popular ideas about 
li'ibais, in these activist writings both the 
anthropological and brahminical insti¬ 
tutionalisation of the tribal question are 
simply .set aside as ‘misrepresentations’ 
and therefore as irrelevant to the real issues 
ol poverty, hardship and exploitation. 
Though these are primarily cla.ss que.stions, 
they can for the moment be formulated as 
questions designed to pressure and hold 
accountable a liberal .state. As a result, the 
specificity of the tribal question, its 
siiuctural relation to 'main.stream’ India, 
Us history, is rendered invisible. In these 
w I itings tribals arc not regarded as tribals. 
they are ill-used citizens. It is not insigni¬ 
ficant that the weakest and most de.sultory 
of the pieces in this collection are those 
on the ‘recovery' of tribal hi.story and 
literature. 

What are the consequences? Let me list 
lliem;(a) neitherthe history nor the politics 
of say anthropology or brahminism feeds 
into the analysis of the tribal quc.stion; 
(h) conversely, the statist dimensions of 
such ‘misrepresentations' arc ob.scured; 
and (c) the state itself emerges as a sort 
of ideal agency (hat despite its terrible 
record can be required to act in good, 
rather than bad, faith and deliver on its 
bourgeois promisc.s. The tribals thcm.selves 
are caught in an impa.s$e that makes any 
effective action on their part seem useless. 
The problem here is (hat though anthro¬ 
pological and brahminical analyses of the 
tribal questions are dismissed, their sibling, 
government policy and bureaucratic 
initiative, continues to structure these 
accounts. Indeed, I would argue that given 
the manner in which the problem is 
rhetorically and analytically set up, the 
state, or a statist agency - a bureaucrat. 


anavant-garde political party, apedagogue 
- is the <Hily (wssible or effective actor. 
In other words, though the pieces in this 
book are vivid, factually accurate, and 
moving accounts of the lives and worlds 
of tribal and dalit people, when this story 
is told as that of the ethical failure of the 
state and by extension of its middie-class 
trustees, it becomes a report about the state 
and its persoimel, made to the state and 
its personnel. Dalits and tribals feature 
here as characters in that story. The 
significant fact here is that the state is not 
only the rhetorical addressee here, it is the 
protagonist and in the ultimate analysis 
the only effective actor. Consider again 
the excerpt from the account of Chuni 
Kotal’s suicide with which this review 
began; “No one was ashamed and no one 
cared.” Clearly the reference here is not 
to Chuni herself or to her husband, or to 
her people. Obviously they did care. But 
that fact is of no consequence in this 
account ol her abjection. Ilie writing is 
addressed to a middle class that should 
have been more responsible, mure 
responsive. Later in the piece similar 
charges arc placed against the Wc.st Bengal 
government; ‘brutal caste and class 
ho.stility has been allowed to continue. 
The government allowed district babus to 
abuse her. Nothing was done to change 
her conditions” (p 142). Ethics, aesthetics 
and politics combine here in the reason 
and narrative of government. 

No doubt it is because I am a teacher 
working with students from rural 
backgrounds (most of them dalit and 
backward caste men and women) and also 
because I wrestle everyday with myself 
and the institutions I work in, that Chuni’s 
story made such impact on me. No small 
part of the poignancy and importance of 
Chuni’s death stems from the fact that it 
occurred alongside two other develop¬ 
ments that allowed a glimpse into the 
enormity of what was happening to this 
tough woman and the depth of the impa.sse 
that confronted her when .she took her life. 

I am referring here to the implications of 
the 1990 anti-Mandal agitations that were 
becoming increasingly evident in the rapid 
and unexpected consolidation of Hindut va 
politics, and to the dalit and BC movements 
which were raising a whole array of 
questions about caste and about reser¬ 
vations. questions that had never been 
envisaged, let alone addressed, either by 
the mainstream nr by the Left. Today it 
is also becoming increasingly clear that 
the institutions of our time, however alert 
and committed they may be, are not 
equipped to address Chuni’s experience 
or her despair any better than die three 
principals appointed by the government 
could or did. However. I have the sense 
also that I stand witness to movements that 
might well recast the story of Chuni and 
of others like her so that they may fight 
- and live. 

» 
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New Europe: A Labour Perspective 

Werner Bonefeld 

The Single European Currency in National Perspective, edited by Bernard 
H Moss and Jonathan Michic; Macmillan, London, 1998; £ 4.S, 0-333072548 hbk, 
pp 219. 


THIS N)ok offers a critique of the liuropcan 
project from the viewpoint of the organi.scd 
labour movement. Each chapter addresses 
the rclatioii.sliip bet ween EMI J, unemploy¬ 
ment and the social divide. Against the 
neo-liberal project of European integration, 
the authors argue fi ir a retu rn to a Keynesian 
commitment to tul 1-employment. Yet, 
despite this Keynesian perspective, the 
authors do. on the whole, not lose sight 
of the ctrcumsianccs that led to the retreat 
of tlic Keynesian ideological commitment 
on the part of national governments during 
the 197()s. Yet, the current economic and 
political crisis of Europe is seen as a result 
of the Economic and Monetary Union. 
Whether the crisis was 'cau.sed' by this 
Union remains, of course, doubtful. 
Nevertheless the biwk supplies a very 
worthwhile analysis of EMI!. It offers an 
historical and comparative assessment ot 
Euro|)ean integration, shows the origins 
and consequences ol the Fiunipean pniject, 
and draws out the vast social and political 
implications of what is all-too-oftcn inter¬ 
preted, or rather disguised, by the advocates 
of EMl> as a merely technical issue. In 
short, the book analy.ses EMU as a project 
that amounts to a politics of ‘depoliti¬ 
cisation', particularly the depoliticisation 
of the making of monetary policy. 

The book is in two parts. Part I contains 
chapters on Britain. France, Gennany, Italy 
and Spain. Each country is assessed in 
terms of the support for monetary union 
by the rcspeclive political and economic 
elites and the effect of monetary union on 
working class conditions. Michie’s 
chapter. ‘Economic Consequences of EMU 
for Britain'. provides many useful insights 
but is in fact less concerned witb‘Britain' 
than with the critique of Maastricht from 
the viewpoint of employment. The chapter 
on France by Moss provides a cogently 
argued economic and political history of 
France's design of and (wlitics towards 
European integration. The tum-around of 
Mitterrand in 1983 is highlighted as the 
turning point that laid the foundations for 
the single market initiative and EMU. 
Huffschmid's chapter examines the eco¬ 
nomic difficulties which have confronted 
Germany in the 1990s and analyses the 
shifts and turns in domestic political 
attitude to European integration. The 


chapter on Italy by Simonaz 2 i and Vianello 
shows first that the Italian political and 
economic elite sustained itself during the 
post-war era through a politics of deficit- 
accumulation which rein forced the system 
ot patronage and kept the Communi st Party 
out of government. Maastricht, and before 
it the ERM, was advocated and pursued 
by the.se elites as a means of having 
austerity imposed upon the Italian working 
class from the ‘outside*. Lucio's 
contribution is on Spain and emphasi.ses 
tiK deregulutory effect of EMU in acountry 
which, for him, is still in transition from 
dictatorship to liberal-democracy. Of 
particular interest is Lucio's devastating 
critique of the dcrcgulatoiy impact of EMU 
on the Spanish welfare system. This system 
IS ba.sed. as he argues, on strong family 
support mechanisms and these arc seen to 
he eroded by unemployment and wage 
pre.s.sure, increasing the reliance on welfare 
services which are, however, cut back to 
meet the convergence criteria of EMU. 

Part II contains fourchapters thatdiscu.ss 
from different perspectives, a Europe in 
crisis. Moss analyses the market-liberal 
conception of European integration from 
its inception and argues that, with the 
exception of the Common Agricultural 
Policy, negative integration, that is the 
removal of barriers to trade and the de¬ 
regulation of national systems of protec¬ 
tion, prevailed. Europe, then, allowed 
domestic policies to be embedded within 
a liberal framework. Corcoran dc.scribes 
the background to the single currency and 
argues that it requires not only the con¬ 
vergence of national economics hut, also, 
a degree of political unity. Neitherofthe.se 
requirements, he argues, have been 
attained, reinforcing the social divide in 
Europe and rendering European integration 
hazardous fur labour. Bill Morris gives a 
well-considered and reasoned account of 
British trade union thinking on the single 
currency; yet, his measured Judgment 
IS characterised by the absence of a dis¬ 
cussion on trade union strategy towards 
the likely impact of the single currency 
on employment. He argues in favour of 
a politics of economic growth and full 
employment. What this might mean in 
practical terms is not revealed. The subtext 
of his contribution is. and this he shares 


with the other authors, that the assessment 
of European integration does not lead to 
easy answers and solutions concerning 
employment. Instead the assessment of 
Europe poses questions relinquishing the 
strategic certainty of the la^ur move¬ 
ment’s attitude towards Europe. What is 
do be done? 

That uncertainty prevails is very much 
emphasised by R^inson’s chapter “Why 
‘Employability* Won’t Make EMU Work*. 
His excellent critique of ‘new* Labour’s 
Orwellian endorsement of deregulation 
through the language of ‘employability’ 
and his comparative assessment of eco¬ 
nomic and industrial policy, in The 
Netherlands and Germany, proves the point 
that EMU has reinforced the su-ategic and 
political uncertainty on the part of 
organised labour. The introductory chapter 
by Moss, ‘The Single European Currency 
in National Perspective; A Community in 
Crisis*, revealed that much right at the 
beginning of the book. He quotes the British 
foreign secretary Robin Cook who argued 
that the debate on the single currency is 
polarised between “a softer euro, which 
would not be workable and a harder euro, 
which would not be popular** (p 28). It 
might well be argued that the book's 
asse.s.sment of EMU from the standpoint 
of employment echoes Cook’s; a politics 
of full-employment, which stands re¬ 
jected by capital and an increase in 
unemployment, which would not be 
popular. Within the framework of EMU, 
the political options of the organised labour 
movement appear rather limited and 
the opinion to confront and resi.st EMU 
appear counterproductive for labour. This 
impossible situation is made very clear 
in Bill Morris’ assessment of how (the 
Briti.sh) labour movement should respond 
to EMU. 

In sum, the book’s a.s.se$smcnt of EMU 
reveals many very useful insights. Its 
critique of the elite-driven European 
enterprise is apt and what this enterprise 
means for the other Europe, the Europe 
of liibour, is shown in a clear and cogent 
way. In addition, although not emphasised 
as a line of inquiry, the strategic difficulties 
of the organised labour movement are 
well drawn out. The book is highly 
recommended. 
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Housing Needs in New Suburbs of 
Indian Metropolii 

Case Study of Kothrud, Pune 

Hemaiata C Dandekar 
Sashikant B Sawant 

This article, a survey of three localities in a rapidly expanding suburb of Pune, differentiated classwise, 
illustrates the segmented utilisation of livelihood opportunities, services and facilities by the residents of 
the region. More importantly, the article attributes the suburb's robust growth to its timeliness in meeting 
the emerging housing needs of the upwardly mobile middle class living in the heart of the Pune city and 
also suggests, that its relatively low infra.structural cost may he an incentive attracting the retired members 
of middle class households of Mumbai. 


AS Indian cilies continue to expand at a 
seemingly inexorable pace in lenns of 
|X)pulaiion growth and physical .settlement 
on the land, it in uncIuI to obtain insight 
on the mechanism.s through which various 
social strata in this rapidly growing urban 
community arc meeting their needs for 
housing, physical i nirastructure and a gcKxl 
quality ol lilc This paper reports on some 
of the Hndings from a study executed by 
the authors in Kothrud, a rapidly expand¬ 
ing suburb of Pune, which sheds some 
light on this process. 

PiJNi’s GRowrii: A Backoroiind 

Located m Maharashtra, kuie of the 
leading states m India with respect to 
industrialisation and urbanisation, the city 
of Pune provides an excellent location in 
which to .study the consequences ol rapid 
urbanisation. Its last 20 years ol rapid 
expansion may foreshadow the urbani¬ 
sation to be anticipated in other similarly 
industrialising cities in India. .Sihiated 
along a gn>wth corridor stretching 120 
miles (180 kms) to the mega city of 
Bombay. Pune grew relatively slowly until 
1941. After-partition refugees from Paki- 
.stan were .settled in camps and colonics 
around Pune and increased defence- 
related work during the second world war 
helped to swell the population of the city 
as seen in 1951. With the Panshet dam 
disasterof 1961, when houses in the wards 
of Pune on the right bank of Mutha were 
washed away, people were fcu'ccd to move 
out of the old cote of the city and towards 
the government-formed colonies in 
Erandavana and Parvati. Subsequently, 
some of these families shifted to the newly 
forming subuibs in Kothrud and the south 
along the Pune-Bangalore toad. In addi¬ 


tion. since legislation had been passed to 
prohibit the establishment ol new indus¬ 
tries in Bombay, industrial estates were 
eslabli.shed around Pune in Hadapsar, 
Bhosari, resulting in growth of industries 
and related housing around the city. By 
1971 Pune had expanded both spatially 
(Figure I) and had achieved metropolis 
status with a population of 1.14 million 
people. In the following decade metro¬ 
politan Pune added more than half a million 
people to reach a population of 1.69 million 
III 1981, and by 1991 it was a city ol 2.49 
million people. The 1991 Cen.sus esta¬ 
blished Pune as the eighth largest and one 
of the fastest growing metropoli.scs in 
India.' Pune thus offers a good case study 
of how, as cities in India continue to grow, 
various populationsa.ssimilatc and acquire 
the necessities of urban habitat. 

KorURDD IN THE CoNTEXI OF' OviRALL 
Growth oe Pune 

In our initial efforts to obtain a picture 
of Pune’s overall growth, we found that 
city data regarding housing starts, city 
inf ra.structure provi.sion in terms of sewer, 
water, roads and lighting, was not readily 
available from the Pune Municipal Cor¬ 
poration (PMC). The data in the corpo¬ 
ration records which were made available 
to us were both imcomplete and in a forum 
that did not allow for disaggregated 
wardwise analysis. Our preliminary analy - 
sis therefore utilised census information 
on population growth wardwise in the 
city. This mapping of population data from 
the census required re-calculation to re¬ 
flect changing ward boundaries over the 
period under study.^ It revealed that the 
growth of Pune’s population during a 
period of rapid suburban development 


between 1971 and 1991 (illastrated in 
Figures I b and 1 c)' - as concentrated along 
lour growth comdiirs .stretching along road 
connectors out ol the city (Bombay-Pune 
highway, Pune-Satara ro^, Pune-Sholapur 
mad, and Punc-Nagar road). It was also 
occurring along Karve and Paud road to 
the south-east following the availability 
of prime agriculture land which was flat, 
accc.ssiblc. and available for private sale 
and purcha.se. Other surrounding areas in 
the city periphery were unavailable for 
private sale and urban settlement as they 
arc earmarked for militaiy and defence use. 

Initially in our research design we wanted 
to obtain specific empirical information 
regarding location and trends of housing 
construction in the city and to correlate 
this information with that of investment 
by the PMC in physical infra.structure such 
as .sewer, water, electricity and roads. The 
objective being to see how demand for and 
supply of these amenities were interre¬ 
lated. However we were unable to get 
disaggregated, wardwise data on numbers 
of housing starts from the PMC or on any 
aspect of infrastructure investment. As we 
were able to obtain information on the 
registration of co-operative housing soci¬ 
eties for the city from the registrar of co¬ 
operatives we mapped this information to 
provide us some indication of the extent 
and location of formalised housing con¬ 
struction in the cily.^ iince much of the 
new construction of housing units is 
occurring in the organisational framework 
of a co-operative, we thought that the 
information on co-operatives would pro¬ 
vide us some substitute comparative 
information on shelter construction in 
various wards of the city. Our findings 
(Figures 2c and 2d) provide a time soles 
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mapping ol housing co-operatives regis¬ 
tered in the city of Poona from 1961 to 
1991. An these figures illu.strate. during 
the 1981-91 period Kothnid area exjieri- 
cnced the greatest pri'ssiire in terms of 
construction of new housing co-opera- 
lives.'* Correlating the registration of 
housing .societies in Pune with the number 
of tenements intended to he built in these 
registered housing scKictics provided us 
additional indication as to the density of 
settlement, as rcflcclcd in ctvoperativc 
housing units, experienced in the city 
overall. Figures 3c and 3d illustrate that 
the Kothrud area experienced the greatest 
density of hoii.sing units constructed in the 
form ot formally registered housing co¬ 
operative const mction '* 

The growth ol Pune has resulted in 
increased land values as declared formally 
to the city administration. The informa¬ 
tion regarding the land deals is noted in 
Figures 4c and 4d.'’ Understanding that 
these declared ligures ol land costs arc 
generally below actual prices paid, we 
obtained from interviews with builders 
and landvaluers in the city their c.stimate.s 
of the land prices actually paid for land 
across the city. These arc as illustrated in 
Figure 4e which indicates that land prices 
thmughout the city core as well as its 


periphery have risen and that they are 
twice or thrice the values formally regis¬ 
tered with the sub-rcgistrar7 Ihis map¬ 
ping and analysis of data that were avail¬ 
able to us on housing and settlement 
although reflecting changes only in activ¬ 
ity in formal sector housing, empirically 
corroborated (hat the Kothrud suburb was 
indexed an area of intensified activity. It 
seemed clear that given the lack of avail¬ 
able overall data, a more detailed under¬ 
standing of the process of housing con¬ 
solidation was warranted and might reveal 
the assimilation process. Based on our 
preliminary analysis of overall growth 
patterns of Pune city and given that the 
suburb of Kothrud had been singled out 
lor attention in the media and in the 
(iiiincxs Book of Records as one of the 
most rapidly urbanising areas in Asia, we 
decided to concentrate our study on this 
suburb. 

Our geographical analysis had revealed 
that, as is typical of other rapidly growing 
cities in India that have room to expand 
ill the periphery, a great deal of the new 
giowth in residential constmetion in Pune 
has (K'cutTcd around main roads leading 
out of the city. Has this resulted in resi¬ 
dential .suburbs from which workers were 
commuting considerable distances to work, 
we wondered? And given that most roads 
are overloaded during peak hours how 
were these commuters managing their 
journey lo work? Suburban development 
IS of particular interest as new growth at 
the periphery can both accommodate new 
migrants and allow tho.se in the congested 
inner city to move out to more conducive 
environments. Who, we wondered, were 
living in the suburbs, where had thc.se 
residents, come from, and what were they 
finding so compelling as to stay in the 
suburbs? Suburban growth'is also worth 
studying because such new settlements 
offer an opportunity for city administra¬ 
tion to plan and guide growth. They offer 
(he potential to provide proactively for 
amenities as well as for rationalising the 
technical planning of needed physical 
infrastructure such as roads, water and 
.sewer lines so as to create safe and clean 
residential environments. Although this 
opportunity to create more habitable resi¬ 
dential cnvironmenLs is often lost from 
either the inability, or the lack of will of 
the planning, implementing, and policy¬ 
making mechanisms which operate at the 
city level, we felt that an examination of 
the proce.s.scs of growth and physical 
infra.structure development of the' last 
two decades in the Kothrud area would 
serve to shed .some light on the internal 
dynamics of this phenomenon. 


IfiE Kothrud Survey 

Little empirical information is readily 
available in the public domain which 
reveals details of the needs of residents' 
in newly expanding parts of the city such 
as Kothrud. Little is documented in any 
detail on the ways that-they meet their 
needs for housing and other social and 
physical infrastructure. Hie PMC is the 
implementing agency for the Poona de¬ 
velopment plans which are generated by 
the town planning department, aunit which 
is organi.sationally separate from the PMC 
and is administratively under the state 
government. It is kK'atcd in the central 
building, distinct from the municipal 
corporation building which houses all the 
implementing divisions. Thus, the plan¬ 
ning department does not have a direct line 
of information on the status of implemen¬ 
tation of their plans. The implementing 
agency, the PMC. currently does nof have 
computerised records for its building and 
engineering departments. The records are 
kept in registers that arc both not readily 
available to researchers and kept in a form 
that would make it difficult to yield data 
that would allow for disaggregated 
wardwi.se analysis of revenue from, and 
expenditures on, physical infrastructure 
investments. The political considerations 
of elected municipal otTicials, chief engi¬ 
neers and site implementers (who can 
obtain non-regulated income from the 
discretionary power of their office) often 
complicate free access to information. 
Given this lack of readily available quan- 
titati ve information on the nature and extent 
of the demand for infra.structure, and the 
rate, deployment and speed of its provi¬ 
sion, we decided to obtain a more limited 
and focused source of empirical informa¬ 
tion through the instrument of a survey 
to be administered to .some typical resi¬ 
dential areas in the Kothrud area. 

The .survey was designed to reveal infor¬ 
mation on access to, and availability of, 
housing and physical infrastructure from 
the perspective of consumers of city ser¬ 
vices. This information would help us 
ascertain what aspects of the need for 
urban infrastructure in a rapidly growing 
city can be, and are, met by the existing 
public sector institutions, and to help us 
understand if differing mechanisms were 
u.sed by differing elements of society in 
meeting their needs for urban amenities. 
Accordingly, three different residential 
communities in Kothrud were selected 
and surveyed. (I) Dahanukar Colony, one 
of the eariiest, middle and upper middle 
class housing colonies, housing salaried 
professionals. It is one of the first colonies 
to be laid out and provided with water 
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trom an adjacent industrial development teams ol the social status of the respon- size larger (only 19 per cent) of house- 

in the Kothrud area Availability of a source dents reveals that the Dahanukar Colony holds have less than 3 members, 59 per 

ofwater allowed early construction by indi- lamilies were largely well-to-do, or upper cent have members, and 21 percent 

vidual plot owners Currently the colony middle class (88 per cent) whilst the Jai have 5-10 members) but also, as is noted 

IS close to fully utilise its area, (2) The Bhavani slum had the fewest families in later in this paper, residential area in this 

onginal village of Kothrud, i e, Kothrud this category (5 percent) and most families settlement is on an average much smaller 

gaothan tormcilyafringe village of Pune in the low status category (13 per cent) than other two locations 
but now uibanised It is an area that The caste composition of these house- Socio economic characteristics of 
continues to display many charactenstics holds as assess^ by the surveying team households As regards earning members 
ol Its village roots with narrow inteicon- confirms a relationship between caste and in a family, a majority of the households 
ncctmg allevs, traditional single and two status in that there are many brahmin (52 had only one earning member in the fain- 
storey housing interspersed with some new percent)andmaratha(24 percent) families ily It was particularly high in Jai Bhawan 
multi-storey construction, (I) The Jai inDahanukarColonyandonly fewsched- slum with 74 per cent of families having 
Bhavani slum a long established squatter uled castes families (4 per cent) Whereas only one breadwinner In contrast, 
settlement in Kothrud which was one of in the Jai Bhavani slum only 2 per cent Dahanukar Colony has 59 per cent fami- 
thc earliest declared slum in the area and are brahmin, 57 per cent families are lies with single earner and a higher per- 
thereiorc became eligible for, and has been marathaand 12 percent scheduled caste centage of families, than the other two 
provided with, basic physical infrastruc- Surve\ findings The questionnaire groups, with 2 earners (34 per cent) Five 
ture by the PMC The intent of the survey probed various aspects pertaining to per cent ol its families also have 3 earning 
was to examine how three different popu- Kothrud residents’ access to city ameni- members Also Dahanukar Colony has a 
lation groups with diffcnng socio-eco- ties and infrastructure, and their family population which is much more educated 
nomic levels were managing to meet their income, occupation and modes and pat- than the other two settlements Forty per 
needs for city services in a newly and terns of commuting The survey gathered cent ofDahanukarColony's population is 
rapidly urbanising context We therefore information on how residents in new city either postgraduate, or has college or ITI 
selected three sites where the process of suburbs obtain needed housing, water, training, whileitsequivalentintheGaothan 
settlement of these three groups had been sewer, electncity, transport and othersocial and in Jai Bhavani slum, is 13 and 4 per 
long-standing and one could observe what services The surveyed population of 1,515 cent respectively The economic advan- 
might be a long-term balance of activities households reflected a range of income, tage of having two or more earners in a 
and physical reality in each of the three education, class, migration and residency family with highereducation level isclcariy 
locales A survey of 1,5 IS households, 535 status, and social/political connections manifested in the substantially larger and 
in Dahanukar Colony, 375 in the gaothan Dahanukar Colony has the greatest per- higher quality housing in the Dahanukar 
and 605 in the Jai Bhavani slum was centage of families with less than three Colony and in the variety of household 
earned out during September and October members, 56 per cent have a fanuly size belongings to be noticed within these 
1994* The surveyed households were of 3-5 members and only 9 per cent have homes 

predominantly Hindu with the largest families ranging from 5-lOmemben The The tact that urban households tend to 
Muslim population being 7 per cent in the Jai Bhavani slum has the most densely be nuclear families is coiroborated across 
gaothan Ibe assessment of surveying settled conflguration Not only is the family all social classes Nuclear families consti- 
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tuced 61-63 per cent iniUI Hie three groups. 
The percentage of joint families was simi¬ 
larly ranging from 29-32 per cent in each 
group. One person families, comprised 
7-8 per cent of the surveyed households. 

The survey of the .sample population's 
access to housing, city amenities and 
phy.sical infrastructure, and the understand- 
ing of their differing commuting modes, 
shopping patterns and demands on ser¬ 
vices provides insights to the supply and 
demand for urban infrastnicture ^saggre- 
gated by stxrio-economic class. It also 
sheds some light on the political patronage 
at the municipal level to deliver housing 
and security of tenure to those in squatter 
settlements. 

From where do suburban residents 
come"? Almost half of the residents who 
arc now .settled in Kothnid were either 
living in Kothnid or in Pune city before 
moving to their present homes. In addi¬ 
tion, another 27 per cent had moved from 
other parts of Pune district to their present 
homes. Thus, more than three-quarters of 
Kothrud’s suburban dwellers have moved 
in trom Pune district itself. Another 6 per 
cent have shifted in, trom Mumbai, IS per 
cent trom other parts of Maharashtra, and 
only 7 per cent were from places outside 
Maharashtra. Thus, the survey indicates 
that Kothrud’s population is largely local 
or is composed of regional migrants to the 
city. 

Almost onc-third (30 per cent) of 
Datianukar Colony residents consist of 
individuals who resided in the core of old 
Pune city The housing units available in 
the Dahanukar Colony satisfy the demand 
for housing emanating from the internal 
growth of city's population. It also pre¬ 
sents an opportunity to cash on the higher 
land values of in the city ’ s core and enables 
to buy more spacious residential space on 
the city’s penpliery. Another 27 per cent 
ot Dahanukar Colony residents are from 
other parts ol Pune city. Thus, more than 
halt (57 percent)otthcDahanukarColony 
residents arc residents ot Pune city and 
almost 70 percent arc from Kothrud itself 
or trom the Pune city proper. Close to 10 
per cent of Dahanukar Colony residents 
hail from Bombay, corroborating our 
perception and reports from builders and 
architects that Kothnid attracts large in¬ 
vestments in housing from Bombay. Al.so, 
with the rise in real e.state prices in Bombay, 
Pune has come us a prontahle proposition. 
Retired lumilies have found that by selling 
their ownership units, or even tenancy 
rights, in Bombay, they can buy in Pune 
lor the same price area twice or thrice that 
of Bombay and yet have money to invest 
and live on its interest. 


More than 80 per (»nt of the Kothrud 
gaothan residents are from Pune city, with 
almost half from Kothrud itself. This is 
expected as the gaothan is a settlement of 
long time residents of the location. What 
is somewhat surprising, however, is the 
fact that almost 20 per cent residents of 
Jai Bhavani slum gave Kothrud as their 
previous place of residence before moving 
in to their present homes. Almost 70 per 
cent of the Jai Bhavani slum residents are 
from Kothrud or Pune city. The slum, 
among all the three locales, has the largest 
percentage of residents (20 per cent) who 
are from other parts of Maharashtra. But 
in all three locoes the percentage of resi¬ 
dents who are from outside Maharashtra 
is relatively small in the range of 6-7 per 
cent. Thus, Kothrud's growth is serving 
the needs of a predominantly local popu¬ 
lation of Pune and to .some extent that of 
migrants from other regions of 
Maharashtra. 

Why do they come to live in Kothrud! 
Fourty percent families in the gaothan and 
46 per cent in Jai Bhavani slum say that 
they are living in Pune for the better 
opportunities that the city offers. Eleven 
per cent residents of Dahanukar Colony 
preferred Pune as a location good for post- 
retirement stage. They represented a con¬ 
stituency that has moved to Pune for its 
cultural offerings and good quality of 
amenities and lifestyle. On the other hand. 
.10 per cent of families in the Jai Bhavani 
slum admit that scarcity of land at their 
previous residence brought them to the 
city. But the rea.sons for chosing Kothrud 
as a pla€c of residence vary significantly 
between the Jai Bliavani slum dwellers 
and the middle-class Dahanukar Colony 
residents. A sizeable .section of Jai Bhavani 
.slum (38 per cent) mentions low land 
value in the area as the grounds for selec¬ 
ting Kothrud. Whole SI percent residents 
of Dahanukar Colony value the relatively 
quiet environment of Kothrud, 26 per cent 
said that the opportunity to obtain a larger, 
spacioushou.se madethemopt lor Kothrud. 
The quiet environment ol Kothrud is a 
signillcant attribute lor only 28 (ler cent 
of Jai Bhavani slum residents. 

AmUBUTIiS Ol- IIOIISINC. 

What kind of home ownership does one 
observe! Almost 90 per cent of lamilics 
III DahanukarColony and in the Jai Bhavani 
.slum own thoirhomcs. In Kothrud gaothan, 
however, ronters (52 per ceni) and owners 
(48 percent) were almo.sl equal in num¬ 
bers. This is ahccau.se the Kothrud gaothan 
at the lime of the survey was in transition. 
Many original rc.sidcnls had moved out 
and built hou.ses Just ^yond the munici¬ 


pal corporation boundary and were rent¬ 
ing out their residences in the gaothan, 
waiting to see how the municipal rules 
related to Floor Space Index (FSI), land- 
use, proper^ taxes and utilities provided 
by the corporation would change over the 
next few years. Few of the tenants ap¬ 
peared to have paid any rental deposit. A 
quarter of the tenants informed that they 
had paid around Rs tO.OBO as deposit - 
a rclati vely mode,st cost for to a rental unit. 

Size of housing and economics ofhouse- 
holds in the three locations: The economic 
status of the three groups is reflected rather 
consistently in the size of the houses in 
the three settlements. Mo.st of the 
Dahanukar Colony residents (96 per cent) 
own units that are larger than 400 sq ft 
with 19 per cent owning units larger than 
3,200 sq ft. In contrast, 90 per cent of Jai 
Bhavani slum dwellers live in units less 
than 400 sq ft in the gaothan 72 per cent 
occupy houses of that size. Economic 
stratification is also apparent in the family 
belongings in these three groups. Although 
in all groups most families have at least 
one bed in the house, the contrast between 
Dahanukar Colony and Jai Bhavani slum 
is very apparent as regards expensive 
household items, which was as follows in 
respective settlements: refrigerator, 90 per 
cent and 2 per cent: dining table, 83 per 
cent and 1 per cent; .sofa set. 87 per cent 
and 6 per cent; washing machine, 66 per 
cent and I percent. Only exception is lV. 
which were owned by 73 per cent of 
households in Jai Bhavani slum, 81 per 
cent in the gaothan and 98 per cent in 
DahanukarColony. However, vidai play¬ 
ers are not yet so pervasive; 27 per cent 
households in Dahanukar Colony owned 
one video player but only 5 per cent in 
the gaothan households and less than I per 
cent in Jai Bhavani slum. Convenience 
and utility items such as gas .stove and fan 
were more equitably proscnl in Dahanukar 
Colony, gaothan. Jai Bhavani slum as 
follows: gas stove, 99 percent, 77 per cent. 
55 per cent, Ian, 98 per cent, 81 per cent, 
58 per ccnl respectively. 

Cost of housing and source of financ¬ 
ing: Ahno.st 40 per cent ol Ihc Jai Bhavani 
residents inlormcd that they paid less than 
Rs 2(),(XH) lo buy their homes. Another 25 
per ccnl revealikl that they paid less lhaii 
Rs 40,(M)0 and 15 per cent claimed thal 
they paid up lo Rs 8().(XN). Only 7 per cent 
paid nuire than this for liome owneiship. 
Incontnist lewof lliO lamiltes in Dahanukar 
Colony (3 pci centi paid less than 
Rs 8(),(KX) lor their homes. 21 per cent 
paid Rs 80.000-1,6().(KK), while almost 
half (46 per cent) paid Irom i.60,0(X) to 
3,20,(KX). Another 18 per cent |iaid above 
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this amount. To finance their home expen* 
diture, 62 per cent of the slum families 
drew resources from personal savings and 
an additional 4 per cent obtained them 
from private loans. Some of respondents 
(18 per cent) obtained finance in the form 
df loans from banks and a relatively small 
number of families (3 per cent) okained 
inortpges from LIC, HDFC or MHFC. 
But in Dahanukar Colony, as is to be 
expected with individuals having access 
to formal .sources of money, only 33 per 
cent of home purchases was financed by 
personal savings while 27 per cent wa.s 
obtained from bank loans, 25 percent from 
HDFC and another 5 per cent from LIC 
and MHFC. Thus. 30 per cent of families 
in Dahanukar Colony obtained mortgages 
from formal lending institutions offering 
home lo,-ins. The Dahanukar Colony data 
indicates that .schemes to expand housing 
finance arc having a positive impact in 
enhancing middle class families ability to 
pay for home ownership. 

Agencies through which information on 
housing is obtained: Infonnation regard¬ 
ing available housing is obtained prima¬ 
rily through relatives or friends and ac- 
(|uaintances in all these settlements. This 
is particularly true of the poorer residents 
of Jai Bhavani slum. Here 82 percent of 
the families obtained their hou.se through 
personal network; through friends (4l per 
cent) and through relatives (40 per cent). 
The corresponding figure for gaolhan is 
64 per cent and Dahanukar Colony is 57 
per cent. For Dahanukar Colony hou.se- 
holds rcKitives are a less significant chan¬ 
nel of intormation (20 percent), relation¬ 
ships and contacts through work and 
business (18 per cent), and newspaper 
advertisements (16 per cent) play an 
equally important role. Thus, the survey 
indicates a rationalisation of the housing 
market in the upper income groups. 

AmI NIIII S AND iNFRASTRlICTl'Rh 

What kind of sewer, water and sanita¬ 
tion facilities are enjoyed by the subur¬ 
ban resident^ Sewerage and drainage for 
the surveyed population is provided 
primarily by the PMC. All of Dahanukar 
Colony and 97 per cent of the gaothan 
and 93 per cent of the Jai Bhavani slum 
has the PMC sewerage system and 81 per 
cent of Dahanukar Colony, 75 per cent of 
• the gaothan and 78 per cent of the slum 
has the PMC drainage sy.stem. The PMC 
provides common toilet facilities to prac¬ 
tically all the Jai Bhavani slum families 
and to more than one-third of the families 
(35 per cent) living in the gaothan area. 
Most of the Jai Bhavani families (90 per 
cent) and gaothan families (89 per cent) 


have private bathing areas in their homes 
hut not all of these have pipe water con¬ 
nections. In the Jai Bhavani slum vir¬ 
tually all the water is obtained from PMC 
provided common pipes. In contrast, vir¬ 
tually all of the families in Dahanukar 
Colony have private toilets and bath¬ 
rooms with piped water in their indivi¬ 
dual housing units. Thus, in aggregate 
almost half the families in the survey have 
theirown watcrconncction, another43 per 
cent have access to common water taps 
provided by the PMC and over 95 per cent 
have access to PMC provided sewerage 
and almost 80 per cent to PMC drainage. 
Almost all the families had a separate 
electric connection in their homes. 

Thus it seemed that basic .services were 
available to most of the families in the 
survey. As was anticipated, given that 
they obtain water from PMC provided 
common water taps, most (98 percent) of 
the Jai Bhavani slum dwellers did not pay 
the PMC for their water. Those that do 
pay, by and large pay directly to the PMC'. 
Ten and 12 per cent of the colony and 
gaothan residents respectively pay the 
owner of the hou.se they are living in. The 
rate at which the water use was charged 
also varied. A meter rate was paid by 67 
per cent of the Dahanukar Colony resi¬ 
dents, 34 per cent of (he gaothan and only 
12pcrccntofthc lai Bhavani slum. Another 
20 per cent and 25 per cent residents in 
the colony and the gaothan respectively 
paid a Hat rate for their water. 

The system of electric connection and 
payment is much more standardised and 
rationali.sed, perhaps because the com¬ 
pany, Maharashtra State Electrical Board 
(MSBB), is a state government agency. 
1'he number of households that do not pay 
for electricity is lower, less than I percent 
ol respondents in Dahanukar Colony, 6 
per cent in gaothan, and less than 9 per 
cent in the Jai Bhavani slum. A majority 
of those that pay arc assessed by a meter 
measurement of consumption, their per¬ 
centage being 99 per cent in the colony, 
87 per cent in the gaothan and 79 per cent 
in tl)c Jai Bhavani slum. By and large the 
payments are made directly to the MSEB 
office (98 per cent, 80 per cent and 82 per 
cent for the colony, the gaothan and the 
slum respectively). Predictably, the aver¬ 
age payments by the Jai Bhavani slum 
households arc much lower(lessthanRs 40 
per month for 55 per cent of its residents) 
than the colony where only 8 per cent pay 
less than Rs 40 per month while 76 per 
cent pay between Rs 80 and Rs 320 per 
monA. In the gaothan 64 per cent of the 
population pay between Rs 20 and Rs 160 
per month. 


Garbage disposal is another service in 
which the survey reveals quite distinct 
patterns and differences between the three 
groups. Around 4 per cent of the Jai 
Bhavani slum respondents stated that they 
throw their garbage outside their house 
while the rate of this for the other two 
groups was le.ss than I per cent. The PMC 
garbage dust bins are used by 95 per cent 
of the slum dwellers and gaothan residents 
but by only 22 per cent of the Dahanukar 
Colony residents, 77 per cent qf whom 
subscribe to a private garbage collection 
agency which collects garbage door to 
door and di.sposes it of. The Dahanukar 
Colony residents pay less than Rs 10 per 
month for garbage collection whilst in the 
gaothan and Jai Bhavani slum most (9 per 
cent and 99 per cent) pay nothing for use 
of the PMC collection containers. 

Redressing problems with services: 
Predictably, many of the slum dwellers 
(42 per cent) experience problems with 
sanitary facilities and find the space in 
their houses inadequate (44 per cent). The 
channels through which thc.se three groups 
of city residents are able to get their 
problems in .service delivery addrcs.sed 
tended to vary by their srKio-economic 
strata. In the total surveyed population 
almost a quarter of the families reported 
that they have been able to solve their 
problems by going to their municipal 
corporator. However, in Dahanukar 
Colony this channel was used by only 4 
per cent of the responding families, whilst 
in Jai Bhavani and gaothan it was 44 per 
cent and 23 per cent respectively. Thus, 
the perception that the ‘patronage' of local 
corporators is quite significant in the slum 
is conoborated by our survey findings. 
Only 18 per cent of surveyed population 
approached the PMC for solutions, and 
here too 11 per cent of the Dahanukar 
Colony respondents opted for this choice 
whilst the percentages were 21 per cent 
and 22 per cent respectively forthe gaothan 
and the Jai Bhavani slum. Few used the 
services of a ncighbourhoix] middle-man 
to solve their .service delivery problems, 
the figures being 2 percent for the colony, 

8 per cent for the gaothan and 5 per cent 
for the Jai Bhavani slum. Overall 13 per 
cent of the respondents claimed they were 
able to .solve service problems with col¬ 
lective action within their settlement. 
However, this type of mobilisation and 
‘self-help’ initiative was found largely in 
Dahanukar Colony where more than 28 
per cent of problems were .solved thmu^ 
collective action. Higher education levels 
and incomes in Dahanukar Colony have 
re.suited in a great deal of community 
organisation. This has been facilitated by 
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Fioukf 4a Land Values in Pune Cm (1951) 


Fioure 4b; Land Values in Pune City (1961) 
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Figure 4d Land Valuls in Pune City (1985) 
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a colony newsletter produced on a volun¬ 
teer basis. Dahanukar (’olony has signifi¬ 
cant economic resources to collect money 
and buy services such as garbage collec¬ 
tion. In the gaothan 9 per cent of respon¬ 
dents reported similar collective action 
whilst only 3 per cent reported it in the 
Jai Bhavani slum. The various means by 
which respondents attempted to solve their 
service problems appeared to be fairly 
satisfactory When asked if they were 
.successful in getting redress, 50 per cent 
of the Dahanukar ('olony respondents, .51 
per cent of the gaothan residents, and 61 
per cent of the Jai Bhavani lespondenls 
said they were successtul in getting their 
.service delivery problems resolved. 

QiiAMIY of LlF-h 

Quality of Iwuxing and surrounding 
envtronmrnt: As one would anticipate, 
the housing in Dahanukar Colony was at 


the higherend of construction with several 
single family bungalows, a majority of 
walk up four storey apartments and some 
of the more recent units forming them¬ 
selves into clusters of ‘gated’eommunities 
with a watchman and a check point-al the 
entry point to the clu.ster. Almost ail the 
units in Dahanukar Colony are of re¬ 
enforced concrete (92 per cent) or load 
bearing brick (7 per cent), and in 63 per 
cent of cases these units arc approached 
by an asphalt or cement mad. At the time 
of the survey 37 per cent roads were still 
untarred but subsequent site observations 
have noted a great deal of upgradation of 
these roads. In the Jai Bhavani slum one 
found a range of housing stock - at the 
low end some 2 per cent of dwelling of 
kachha huts, another IS per cent of.semi- 
pucca construction, 30 per cent pucca 
construction with cement mortar, 39 per 
cent of load bearing brick and some 13 


per cc'^t of housing being higher end 
reinforced concrete construction. The units 
were largely row housing with common 
partition walls. As the Jai Bhawani slum 
was a declared slum, the PMC’s slum 
upgradation division had completed the 
work of upgrading 68 per cent of the 
approach lanes with a cement surface and 
8 per cent were asphalted. But almost a 
quarter of the approach lanes remained 
untarred. In the gaothan, 69 per cent of 
the roads were asphalted, 14 per cent 
cemented and 17 per cent untarred. Thus, 
it was apparent that in all three contexts 
efforts 40 varying degrees had been put 
into upgradation and construction of 
housing units and road surfaces. Most (68 
per cent) of the colony was classified as 
well drained while the remaining had water 
logging problem. In the gaothan and 
especially the slum, there were far fewer 
well drained and clean roads (21 per cent 
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and 3 per cent respectively) and a high 
incidence of streets categorised as pol¬ 
luted with garbage and roaming animals 
(37 percent and47 percent respectively). 
In addition .some 2 per cent and 11 per 
cent respectively of the responding units 
were highly polluted with human and 
animal excreta. 

The ambience in the Dahanukar Colony 
with respect to noise pollution was con¬ 
siderably better than in the other two sites 
with interviewers reporting in 49 per cent 
ot cases no tralfic noise. Remaining did 
face the traftic noi.se of two- or three- 
wheelers. Only in 5 per cent of cases was 
there noise of cars, trucks and bu.scs. In 
contrast, and as is to be expected since the 
gaothan is located at the heart of cross 
traffic in Kothrud, only 14 percent of units 
.surveyed reported experiencing no traffic 
noise while 41 per cent suffered noi.se of 
two- or three-wheelers, and 39 per cent 
of car, truck and bus. In addition. .5 per 
cent ol units were impacted by sounds of 
industries such as grain mills and light 
manufacturing plants. The Jai Bhavani 
slum was reported to have similar levels 
of noise pollution. The slum also had the 
highest level (10 per cent) of noise from 
small industries which can be attributed 
to the fact that some housing is much more 
dense and crowded, impact of noise car¬ 
ries over a greater number of units. 

Shopping range: A significant observa¬ 
tion across all three sites is that there is 
a range of shopping services to meet the 
demand for varying quality of goods. In 
all three liKalitics, the respondents noted 
that they meet their every day needs either 
at the door or in the nearby .street. One 
observes in the Dahanukar Colony vari¬ 
ous stores providing vegetables, sweets, 
groceries and other foodstuffs that the 
middle and upper middle-class residents 
demand. .Similarly, in the central access 
lane of the slum a rangg of small huts and 
.street vendors (in the evening) selling 
vegetables and provisions at a cheaper 
rate affordable to the slum dweller. A sub¬ 
stantial number ol residents report that 
they go to the city or other locations for 
periodic purchases of higher value goods 
such as appliances and jewellery. How¬ 
ever, the stores in the Kothrud area arc 
increasingly pnividing more and more 
sophi.sticat^ range of goods and services 
so that the extent of commuting to the city 
for services and shopping get consider¬ 
ably reduced in future. 

Residents of all three locales were sat- 
-isfied with the range of goods and the 
shopping facility available in the area. 
Most of the Dahanukar Colony residents 
(90 pa cent) found the prices affordable 


ESa 15 BSa l.5-t5 
BBI 155-315 Gas 315-625 
Source ,Sub-Regtsirar’s Office. 

while the figures were lower for the gaothan 
(73 per cent) and the slum (64 per cent). 

Commuting distances, modes and ex¬ 
pense: Differences between the three 
residential areas are particularly apparent 
in the mode of transport used by their 
respective residents. A substantially greater 
number of families in the Dahanukar 
Colony (86 per cent) than in the other two 
groups own cars and motorised two 
wheelers which they park in designated 
spaces near Iheir homes. The Jai Bhavani 
msidents depend by and large on non- 
niotorised bicycles. Most of fhe individuals 
surveyed travel less than 10 kms during 
(he day. A larger percentage of the 
Dahanukar Colony residents (7 per cent) 
travel .somewhat longer (10 to 20 kms) 
distance for work. Predictably, the Jai 
Bhavani slum dwellers walk or bicycle 
Iheir way to their destinations. The u.sc of 
Pune Municipal Transport buses is about 
equal between 14 percent gaothan and the 
slum to 16 per cent Dahanukar Colony 
msidenis. If we add the use ol the state 
transport bases we find that in all three 
selllemenls the u.sc is about 18 per cent. 
Public transport is thus providing service 
111 equal measure to ail three .social groups. 
'Ibe use by individuals of motorised two 
wheelers is substantially higher'in the 
colony (18 per cent) relative to 7 per cent« 
in the gaothan and the slum. 

Conclusions 

The survey on the housing and infra¬ 
structure status of three varied communi¬ 
ties in the Kothrud .suburb of Pune city 
serves to illustrate empirically various 
aspects of rapid urbani.sation in metropoli¬ 
tan areas. This emerging suburb is quite 
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robust in the range of services and internal 
activity and growing more so with the 
pas.sage of time. Large number of indi¬ 
viduals (88-94 per cent) surveyed are not 
travelling more than 10 kms per day on 
any regular basis for work or education. 
A substantial section of those living in the 
gaothan and in the Jai Bhavani slum bicycle 
or walk to their place of work. The u.se 
of two wheelers is particularly prominent 
in the^ upper middle-cla.ss Dahanukar 
Colony residents. Those commuting longer 
distances, such as to industrial estates in 
Pimpri, Chinchwad and Bhosarc, take two 
wheelers to the bus or railway station and 
continue lurther via public transport. Thus, 
commuting distance for the middle-class 
in this area is considerably le.ss than tor 
similar populations in mega cities like 
Mumbai. That's why cities like Pune arc 
increasingly prclcrred by the middlecia.ss. 

lntcre.stingly, Kolhnidhas.scrvcdtomeet 
the emerging housing needs of the popu¬ 
lation belonging to the city proper and that 
the migration to (he suburb has primarily 
been local and regional. The housing in 
the middle-class Dahanukar Colony and 
the working class Jai Bhavani slum has 
been largely financed through personal 
savings and private financial institutions. 
Thus, housing in the area is still within 
(he reach of the average to middle-class 
family. There is considerable satisfaction 
with the quality of housing, the shopping, 
city services, and quality ol life that exists 
in the area. Redress for failure in .services 
are obtained through varied means. 
Appealing to the liKal corporator is seen 
as an effective means by those in tlie Jai 
Bhavani slum while collective organising 
and self-financing the mquircd services 
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such as garbage collection is resorted to 
by those in the Dahanukar Colony. 

Although we wished to look at the role 
of the town planning department and the 
PMC in shaping the growth and develop¬ 
ment of Kothrud, the paucity of informa¬ 
tion we were able to obtain from the PMC 
in terms of implementation expenditures 
and investment precluded making a cause- 
effect analysis ot what was driving the 
suburban growth. We are therefore left 
with a more observational and anecdotal 
understanding obtained thmugh our Held 
work and our in-dcpth intcrview.s of resi¬ 
dents and builders. The PMC and develop¬ 
ment plans have played an indirect role 
in shaping the nature and type of growth. 
Given the fact that 40 per cent of the popu- 
Itition does not pay property taxes one of 
the major sources ol revenue for the PMC- 
rc.source.s of the PMC' are quite limited. 

However, the survey htis enabled us to 
ascertain sonic, albeit limited, numbers 
and lacts about the kind of housing, .ser¬ 
vices and quality ol life obtained in this 
emerging suburb ot Pune. .Some of the.se 
findings perhaps can be generalised to 
suburban gniwth in other metropolitan 
cities elsewhere in India. Additional com- 
paiati ve inCorination about suburbs in Pune 


and other suburbs in comparable cities 
such as Bangalore, would be useful to pro¬ 
vide empirical data so as to decipher the 
internal dynamics unique to Indian cities. 

Notes 

(Since populations of these three localities wen: 
not equal and our resources and time were limited, 
a’prcscntative samples wen: surveyed rather than 
taking a full census. Detailed sketches showing 
housing units in the goothan and Jai Bhavani 
slum were prepared and for Dahanukar Colony, 
they were obtained. In Jai Bhavani slum every 
fifth hou.se was surveyed, in the gaothan every 
second .ind in Dahanukar Colony every tenth.] 

1 Census of India 1991,senes l,papcr2of 1991. 
I’ruvtsumal Populutum Totabi: Rural-UrlMtn 
Disuthution, Provisional Population Table 4. 
Population of Urban Agglomerations. Cities 
and Towns. 1991, p 263 

2 For this purpose wardwisc population figures 
were taken from census reports and maps 
showing censusward houndanes were taken 
from census officer Areas of the wards were 
measured with the help of a planimetcr. 
Population was divided hy area to arrive at 
density of population for every ward. These 
densities were plotted on the maps showing 
census-ward boundaries for several decades 

1 As soon as a en operative housing society is 
formed, it is registered with the registrar of 
CO operatives The office of the registrar of co¬ 
operatives IS the most reliable source of 
information on co-nperalivc housing building 
activity within Pune city 


4 We assume in this mapping and intetpreution 
that the intent to construct, as represented in 
the registration of the housing society, does 
result in actual construction. 

5 Maps showing co-operative house building 
activity were prepared by Vilas Patil, PhD 
candidate, department of geography, Pune 
University, un^rthe supervision of Shashikant 
Sawant. 

6 Any land deal has to be registered with the 
office of the sub-registrar. In the regtstration 
form area and cost of the land is required to 
be given. 

7 Maps showing land-values were taken fixim an 
unpublished MPhil dissertation entitled. 
’Changing Land Values and Land-use of Poona 
City, 1951-1985’ completed by Annuradha 
Datar under the supervision of Shashikant 
Sawant. 

8 The survey was conducted under the sspervision 
of Hemalaia C Dandekar and Shashikant 
Sawant. Fifteen students in the MA geography 
class were trained in odministenng the survey 
and .supervised as they completed the survey. 
Doctoral students helped in pre-survey 
preparation including developing sketch map.s 
to enable us to establish a .sampling frame 
They also helped m .supervision of students 
during field work. The questionnaire probed 
various aspects pertaining to Kothrud residents 
access to housing, city amenities and 
infrastructure and family income, occupation, 
commuting modes, shopping patterns and use 
of services in the area .Students were trained 
to complete the coding of data which had been 
collected by them. This was then professionally 
entered into computer readable files. 



CHALLENGING 

UNTOUCHABILITY 

Dalit Initiative and Experience from Karnataka, 
South India 

edited by SR CHARSLEY and G K KARANTH 

This volume, the first in a new series, constitutes 
an important effort to understand the 
paradoxical situation of the Dalits and to capture 
the realities at the grassroots. The contributors 
describe the status of rural untouchable castes 
and study their efforts to challenge the daily 
humiliations they face. They reveal the vitality of 
Dalit movements and the contribution they are 
making to reshaping Indian society. Among the 
aspects discussed are the initiatives of Dalits to 
break out of the limitations Imposed by ancient 
traditions; the strategies devised by them and the 
cultural resources they draw upon; and both the 
successes and failures of these initiatives. 

Cultural Subordination auid the Dalit 
Challenge, Volume I 

1998 • 328 pages • Rs 450 (cloth) • Rs 245 (paper) 


DALITS AND THE DEMOCRATIC 
REVOLUTION 

Dr Ambedkar and the Dalit Movement 
in Colonial India 

GAILOMVEDT 

This Is a borough and detailed work In which the 
variegated pattern of dallt organisation and struggle 
Is set against the complex mosaic of pre- 
Independence Indian politics. 

Journal of Contemporary Asia 
1994 • 352 pages • Rs 395 (doth) • Rs 200 (paper) 

THE SOCIAL CONTEXT 
OF AN IDEOLOGY 

Ambedkar’s Political and Social Thought 

M S GORE 

Brilliant research... [The author’s] review of the 
performance of Ambedkar as a politician Is superbly 
authentic.. The book Is superb by all yardstidis and 
will prove rewarding to the scores of practical 
politicians, social analysts and researchers alike. 

Business Standard 
1993 *364 pages •Rs 425 (dodi) • Rs 200 (paper) 



SAGE Publications India Pvt Ltd 

PD9I Bo 4215. New Delhi 110 048, Tel 6485884,6444956,6453915 Fac 91-11-6472fi6 ■ SdiB ORIa Tel: 6463794, 6463820; Fk 91-11-6217328 a JIE-S5 Salt Leka^ 
Calcutta 700 064, Tel: 3377062 ■ 27. Malony Road, T Nagar, Madras 600 017, Tel: 4345822 ■ 31, LB StatliW). Posi Box 131, HydeiSbad 500 001, Tel: 231447 


2928 


Economic and Political Weekly November 14, 1998 


Les^ Ideology, More Common Sense 

Financial Globalisation and the Currency Crisis 

Vblmu PlMlayachee 

International financial (and political) leadership is called for that would drive towards greater global 
financial co-ordination, debate new institutional arrangements and rules governing capital flows and 
encourage diversity in approach in matters affecting currency, bond and stock markets. At the very least, 
innovative ideas are required quickly on the appropriate institutional form for regulating speculative activity 
and on the rules and mechanisms for enforcing on speculators the requirement to disclose their positions. 


THIS brief survey article examines some 
aspects of the nature and complexity of 
the recent currency crisis sweeping large 
parts of the world - a crisis which has 
occurred against the backdrop (or in the 
wake) of intensifying financial globali¬ 
sation. Some key features of contem¬ 
porary financial globalisation, including 
the growth of the hedge fund industry, arc 
examined. Thereafter the crisis facing 
emerging market economies, including 
South Africa, is briefly discussed. The 
response of a few leading academics as 
well as the policy responses of countries 
like Malaysia, Taiwan and Hong Kong, 
are then set out Although no firm policy 
positions or institutional arrangements 
are proposed, it is argued here that (he 
respon-ses of individual countries of what¬ 
ever kind are likely to fail unless they 
occur within the framework of an inter¬ 
nationally co-ordinated effort. 

FlNANriAl Globalisatiom 

The globalisation of financial relations 
has been pr(x:ceding apace for well over 
a century already. However, the depth, 
reach, speed and core character of finan¬ 
cial flows across national boundaries has 
altered dramatically in the closing decades 
of the millennium. The most obvious evi¬ 
dence fur this has been the growth in net 
foreign capital flows. This has occurred 
among industrialised countries; between 
industrialised and developing (transitional 
or emerging) economies (DTEs); and to 
some extent even among developing 
countries (in so-called south-south invest¬ 
ment relations).' Capital flows to DTEs in 
particular have changed significantly 
since the 1970s, and given the current 
crisis in these markets, it is thc.se devel¬ 
opments that are worth some additional 
commentary. 

During the 1970s net capital flows to 
DTEs were low in dollar terms and as 
a percentage of combined GDP - $ 16 
billion annually and 0.8 per cent respec¬ 
tively. This rose only maiginally in the 


1980s, averaging 1.1 per cent of GDP. In 
addition in both these decades PDI flows 
to DTEs were extremely low. This picture 
changed markedly in the 1990s. Net capi¬ 
tal flows to these countries more than 
doubled from $71 billion in I990to$ IS7 
billion in 1991, ri.sing to R200 billion in 
1996. Within this, FDl flows increased 
rapidly, from 0.3 per cent of DTE GDP in 
1990 to 1.6 per cent in 1996. The largest 
share of these flows in the early 1990s 
went to Asia and Latin America, and latterly 
to the transition economies in eastern 
Europe and elsewhere. Net flows to Africa 
have been sluggish in this period, and the 
ratio of FDl to total flows for Africa 
declined between 1990 and 1996 [Knight 
1998:11871. 

Unlike the financial crisis in Latin 
America in the 1980s, where most foreign 
borrowings were made by governments in 
conditions of macro-economic instability, 
most foreign capital flows to Asia in the 
1990s were undertaken by the private 
sector in conditions of macro-economic 
stability, i e, when the ‘fundamentals were 
right’. Economic growth was high, infla- 
•tion was low, budget surpluses (or low 
deficits), and rising (or stable) reserves 
were the order of the day [Wade and 
Veneroso 1998:41. If there was a problem 
with these countries’ economies it was 
that the regulation of their domestic bank¬ 
ing and financial systems (in some cases) 
did not develop sufficiently quickly to 
accommodate the consequences of rapid 
capital inflows. Some accounts suggest 
that to this must be added a related 
problem originating on the political side 
- what Krugman has recently called the 
‘dark underside’ to A.sian values - where, 
forexamplc. ‘dubiousinvest-ments...were 
cheerfully funded by local banks, as 
long as the borrower had the right govern¬ 
ment connections’ [Krugman 1998:28]. 
However, Chang (1998:1) had disputed 
this argument claiming that cases of this 
kind were exceptions rather than the 
rule. 


The acceleration in the flows of foreign 
capital to the DTEs has been facilitated 
by a number of important developments. 
These changes, including the abolition of 
controls on current account transactions 
and the gradual move to capital convert¬ 
ibility have contributed to the lowering of 
domestic barriers to foreign capital of all 
kinds. While these policy changes have 
been undertaken voluntarily by some 
DTEs, they have been forced upon others, 
a.s part of IMF or World Bank adju.stmcnt 
programmes. Knight has observed that 
“fojver the 45 years to 1990, a total of 68 
IMF member countries, including 35 
developing countries, accepted the obli¬ 
gations of Article VIII of the IMF’s 
Articles. By contrast, during the period 
1991-96 52 DTEs accepted Article VUT’ 
(1998:1187). Article VIII requires a 
member to refrain from imposing any 
restrictions on payments for external 
current account transactions. The removal 
of these barriers on current account pay¬ 
ments has in some D'TEs also been accom¬ 
panied by liberalisation on capital account 
transactions, either as a deliterate policy 
change or, given the difficulties of distin¬ 
guishing between some current and capi¬ 
tal transactions, by default. 

Two initiatives that ate currently under 
discussion may well further open up glo¬ 
bal financial markets. The first is the IMF’s 
attempt (despite the crisis in Asia) to amend 
its Articles of Agreement to require all 
member governments to remove capital 
controls and adopt full capital account 
convertibility. Secondly, the OECD, 
despite some resistance, is pushing ahead 
with negotiations on the Multilateral 
Agreement on Investment (MAI) from 
which negotiations developing countries 
arc excluded. MAI aims to replace all 
existing bilateral investment agreements 
(some 1,500 by one estimation) with one 
global agreement. The intention is to 
liberalise all direct foreign investment 
restrictioas, in this way ruling out the 
scope for government intervention to 
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direct or proscribe certain kinds of 
foreign mvestnicni, as some ilcveiop- 
mental states have done IWade and 
Veneroso IW8:iy|. 

The 'spectacular' increase in capital 
I lows to I > I lis has also rellectcd important 
linancial iniunations within developed 
countries. One such set ol innovations has 
been the lerrilyingly dizzying growth in 
the number and lorms ol new financial 
instruments, assets, funds and traders In 
I'lie view, speculators, including those 
mysterious' new tinancial vehicicscallcd- 
'hedge funds' are central to an under¬ 
standing ol wh) the crisis in emerging 
markets hits been so deep, intense and 
widespread 

Si’K l'l,AIIVI At IIVIIY AM' Hlixa I'l N'DS 

There are now icputcd to be about 4 0(K) 
hedge funds - more than double the num¬ 
ber two years ago. specialising in high- 
risk. short-teim s|K-culation. The biggest 
ol these is Geoige .Stiros' Quantum Fund, 
which IS sail! to have had more than 1> 11 
billion in investor hinds a lew years ago 
Total hedge lund assets have grown Irom 
under .$ 1.^0 billion in IWb to an estimated 
$400 billion by imd-l‘>98. Traditionally, 
they have been pitched at the super-rich, 
although some funds now require a mini¬ 
mum inve.stment of (only!) .$ 250 (XM). 
Their appeal is superior performance 
virtually regardless ol the direction ol 
markets. What they do (in essence) is to 
borrow money to place leveraged bets and 
sell securities that they do not own m 
anticipation of pi ice lulls. Leverage is key; 
a hedge lund with, .say, .$ 15 billion worth 
of investors money can level up to $ 150 
billion ol icsources. giving it an enormous 
clout 1 The Economist, August 22,1WX-S?; 
Khor 1097) The industry is largely un- 
legulated - both at national and interna¬ 
tional levels, and there are no signs that 
legulation is on the cards. 

The giowth ol hedge funds has contrib¬ 
uted to the rapid mcrea.se m the share of 
global financial Hows that are speculative 
111 natuic (Us ugaiiist Hows to Iinarice trade). 
Qnc indication ol this is piovided m the 
work ol David Felix In 1977. according 
to Felix, the annual value ol world exports 
was $ I trillion whilst annual global 
foreign exchange transactions were $ 4.6 
trillion. By 1995, world exports wen. $ 4.X 
trillion, hut annual global lorcx volume 
had jumped to a staggering $ .^25 trillion. 
In other words, ‘only $ 1.50 of every $ I (X) 
of loreign exchange movements was for 
linancing trade in real gimds and sc'r- 
vices'. the rest being u.scd for investment 
and speculative purpo.ses. 


■>9 to 


Another indication of this trend is the 
rapid growth in daily global forex turn¬ 
over in relation to global official forex 
reserves. In 1977 global forex reserves 
were $ 266 billion and daily global forex 
turnover was only $ 18 billion. By 1995, 
the value of daily lorex dealings ($ 1,300 
billion) had exceeded world official forex 
ieseives($ 1.202) (Khor 1997], Grilli and 
Koiibini point out that ‘most of the turn¬ 
over in the foreign exchange markets is 
j’enerated by linancial operations and a 
large pan of these are of a speculative 
naluiei 1993; 107). Thcscligures give some 
indication ol how difficult it is for central 
banks to fight off sustained eflorts by 
(lowerlul speculators (who exercise con¬ 
trol over a significant part ofthe.se flows) 
to influence the level of particular curren¬ 
cies. 

Debate about the impact of speculative 
activity and hedge fund operations con¬ 
tinue - while most point to their 
destabilising etfcct in the recent cri.sis. 
others have noted that their actions often 
simply speed up policy changes to correct j 
economic imbalances and weaknesses, 
which would have been inevitable. 
.Specilically in regard to their impact on 
exchange rales, Grilli and Roubini’s 
empirical work demonstrates that, at least 
lor those OKCD countries studied, finan¬ 
cial liberali.sation and increased specula¬ 
tive activity may (by increasing uncer¬ 
tainty in markets) increase exchange rate 
volatility in the short-term, while “in the 
medium-long run an increase m the num- 
bei ol traders should thicken otherwise 
'ihin' markets and tend to reduce the 
volatility ol exchange ratijs” ( 1993; I07). 

1 low all this translates to emerging mar¬ 
kets is not clear. 

Most hedge fund .utivity iKcurs within 
markets in the developed nations. How¬ 
ever, in the last few years, anenvironment 
ol lelalively low interest rates in the L’S 
and Fairope and the perceived need to 
diversity portlolios led .some fund man¬ 
agers to seek out higher (albeit riskier) 

V lelds in OTF lx>nd and equity markets. 
1'hey have done so lollowing careful and 
ongoing studies and monitoring of the 
underlying political and macro-economic 
conditions in these DTKs. Their dealings 
have invariably been based on an estima¬ 
tion of the willingness and capacity of the 
governments and central banks in these 
countries to defend their currency, equity 
and bond markets. Thek resultant activity 
has introduced some of the dynamics of 
developed country financial trading into 
(not always well-regulated) DTE finan¬ 
cial maik 'Is. 


Cftisis IN Emerging Markets 

Financial and currency crises in its 
‘present form’ a.s it were began in Mexico 
in December 1994, spread to Brazil in 

1995, hit South Africa briefy in early 

1996, and eastern Europe in early 1997. 
It reached .some of the highly succc.ss(ul 
Asian developmental .states only in the 
second half ol 1997. The contours of the 
Asian financial and currency crisis are 
likely to be familiar to most readers by 
now and will not be recounted here in any 
detail (sec for example the Asian crisis 
website htlp://www.stern.nyu.edu/- 
nroubini/asia/asiahomepage.html). A 
scries of currency depreciations swept 
over 1'hailand, the Phillipines, Malaysia, 
Indonesia and Singapore since the 
middle of 1997. sparking olf a chain of 
events that have .severely dented growth 
prospects in many of these economics. 
Thus, forexample, compared to America’s 
worst post-war recession year 1982 - 
when the economy shrank 2.1 per cent. 
Indonesia’s GDI’ is expected to fall by as 
much as 15.1 percent in 1998 (Krugman 
I99X;28|. 

Initial attempts by governments and 
central banks in cast Asia to shore up and 
defend one another's currencies proved 
unsuccessful. Asian currency, equity and 
bond markets all came under .severe 
pressure in the year since then. I he debate 
about the underlying cau.se/s ol the crisis 
remain unsettled. In general, it is argued 
that the causes of the crisis revolves 
around .some combination of internal 
factors (instability in the logic of the 
Asian accumulation strategy, weaknes.scs 
in the banking and regulatory system, 
the impact of ‘crony’ capitalism, etc) and 
global developments (rampant financial 
liberalisation, the power of speculators, 
the absence of any effective international 
financial regulation and leadership). 

.South Africa sUxid out fairly well against 
the first wave of the emerging markets 
crisis, but a combination of factors, in- 
cludingthc threat of global deflation (which 
would not have been gmid for a major 
commodity exporter like South Africa); 
some negative sentiment about the perfor¬ 
mance, and fundamentals, of the local 
economy; and concerns in some quarters 
that the South African Reserve Bank did 
not put up interest rates quickly enough 
(a view expressed recently by Jeffrey 
Dennis of Deutsche Morgan Grenfell) 
paved the way for an attack on local bond 
and currency markets. 

The largely extemally-gcncratcd uncer¬ 
tainties in this period created a space into 
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which some speculators and hedge fund 
operators were quick to jump. Believing 
(incorrectly as it turned out) that the 
Reserve Bank wdtild not be able to let 
interest rales rise in line with market 
conditions, that it may not u.se (scare) 
foreign reserves to support ‘orderly con¬ 
ditions in the foreign cxchnage market', 
and that it would not provide forward 
cover to South African importers and 
other users ol short-term foreign flnance, 
these speculators took positions against 
the rand, leading to increased pressure on 
the currency in late June and early July 
[SARB, Governor’s Address, August 25, 
1998].- 

In .short, alter investing R16.3 billion in 
local bonds in the first 4 months of 1998. 
foreign inve.stor.s reduced their bond 
holdings by R3 billion in May, R4 billion 
in June and by a further 5.4 billion in July. 
The exchange rate of the rand, mea.sured 
on a trade-weighted basis again.st a basket 
ol the currencies of South Africa's major 
trading partners, depreciated by 21.1 per 
cent from December 31, 1997 to August 
18, 1998. It IS interesting to note, that 
throughout mo.st of this crisis, non-resi¬ 
dents continued to increase their holding 
of South African equities |SARB, 
Governor's Address. 25 August 1998|. 

Again, like in Asia, the financial crisis 
has severely affected the real South Af- 
ncan economy. Interest rates were allowed 
to ri.se to protect the external value of the 
cunency; by early July the prime rate (the 
rate at which commercial banks lend to 
their best customers) rose to a punishingly 
high 24 per cent, the highest level in 10 
years. Estimates of the overall economic 
growth rate for 1998 have been scaled 
down, prompting some talk of a possible 
recession. Creating new jobs, even with 
a more competitive exchange rate, will 
be more difficult. And other key macro- 
economic targets, as set out in the 
Government’s Growth, Employment and 
Redi.stribution Strategy (GEAR), will come 
under pressure. 

To the cri.sis in Asia and South Africa 
must be added the more recent Russian 
currency and financial crisis, the crisis in 
many other (relatively sophisticated) 
markets including Australia, New Zealand, 
and Norway. At the lime of writing, only 
major western-backed support appears to 
be holding up the Brazilian stock market. 
Arc we on the outer edge of a global 
slump? 

Even the Great Asian slump, as Krugman 
has called it, ‘is already one for the tmird 
books. Never in the epurse of economic 
events - not even in the early yqars of the 


Depression - has so large a part of the 
world economy experienced .so devastat¬ 
ing a fall from grace. Latin America, 
once the world champion when it came 
to economic stability, has lost the title’ 
(1998:27). Given all this one might ration¬ 
ally have expected quick and innovative 
responses both by the community of 
academic economists' and by policy 
makers at national and international 
levels. 

‘Ac AorMic’ Altrrnativrs 

Many economi.sts, including .some like 
Stanley Fi.scher, vice-president of the IMF, 
and Lawrence Summers, the second in 
command at the US Treasury, have main¬ 
tained that the way in which the Fund has 
re.sponded to the Asian crisis is about 
right: lend IMF funds to affected countries 
to tide over the crisis: demand (conven¬ 
tional) economic reform and the elimina¬ 
tion of any elements of ‘crony capitalism’: 
and require countries to stick with high 
interest rates to keep capital within the 
country and entice new funds in. 

Some have attacked this strategy argu¬ 
ing that the IMF should not have allowed 
affected countries to devalue, i e, that they 
should have defended currencies (through 
raising interest rates) at all co.sts. Others, 
including Harvard’s Jeffrey Sach have 
suggested that the IMF should have told 
countries to keep intcrc.st rates low so as 
to regenerate growth in the real economy. 
Ot course, this would not have done 
anything for the currency in the short¬ 
term, and supporters of this approach failed 
to say how low the curmney should be 
allowed to fall before some defence (to 
ward of possible hyperinflation and bank 
lailures) would be neces.sary. 

There have been other proposals of a 
‘.soft-left’ vaiieiy. In response to currency 
instability and Tinancial speculation some 
economi.sts have been taking another 
look at the so-called ‘Tobin Tax’. Erst 
proposed by Nobel Laureate James Tobin 
in the 1970s (Bond 1998|. It is a small 
uniform tax on private foreign exchange 
transactions, that aims to act as ‘disincen¬ 
tive again.st financial speculation, slow 
down the speed of global financial 
markets and roll back the volume of foreign 
exchange transactions‘ [Khor 1997]. A 
paper by David Felix supporting (he 
Tobin 'Fax was published in the Uncrad 
Review of 1996. 

Proponents of the view that .some form 
of temporary control on capital can be a 
useful tool in the present context are prone 
to quote the Chilean example. “Chile 
actively discourages short-term capital 


inflows’* via, various controls, including 
by requiring that 30 per cent of all non¬ 
equity capital entering the country must 
be deposited without iniere.st at the centra 
bank for a year {The Economist, March 
14. 1998]. 

Howard Wachtel, an economist at the 
American University in Washington, DC, 
has advocated a strategy for G8 countries 
to co-ordinate interest rate and exchange 
rates, in a way which “would act as a 
foundation .stone to stabilise all other 
volatile currencies in the absence of the 
global fixed exchange rate system..." 
[Bond 1998]. 

Paul Krugman has propo.sed what he 
himself has termed a ‘radical solution' - 
the (temporary) introduction of exchange 
controls, which would allow for a sever¬ 
ing of the ‘automatic’ link between a 
currency and the domestic interest rate. 
Although he is the first to recognise that 
exchange controls work badly, being 
subject to abuse and generating distor¬ 
tions of all kind.s, he asks “...when you 
face the kind of disaster now occurring in 
Asia, the que.stion has to he: badly com¬ 
pared with what?" (1998:32). 

Policy RESPON.sts 

Some of the.se ideas, such as those 
advocated by Krugman, have been taken 
up by a few of the mo.st affected Asian 
countries in recent months. Malaysia’s is 
arguably the most radical. The package of 
wide-ranging controls over foreign ex¬ 
change and new rules for the s«Kk market 
include (among others) the olTicial fixing 
of the ringgit at 3.80 to the dollar, which 
is intended to reduce the role of market 
forces in determining the value of the 
currency on a day-to-day ba.sis; central 
bank approval for all conversion of ringgits 
into foreign currency; a ban on trading in 
ringgit in.strumcnts by offshore banks; and 
a measure that non-residents purchasing 
local shares have to retain within the 
country the shares or the pmceeds from 
their sale for a year from purchase date. 
Krugman published an open letter to the 
Malaysian prime minister stating that he 
‘fervently’ hoped that the policy package 
would pay off [Khor 1998]. Although it 
is loo early to .say whether there will be 
success, the London-based rating agency. 
Fitch IBCA. immediately down-graded 
Malaysia’s sovereign debt rating, arguing 
that the measures “undermined investor 
confidence" [Business Report, September 
10, 1998], demonstrating one potential 
danger of such unilateral action. 

Other countries have followed, includ¬ 
ing ‘free-market champions’, Hong Kong 
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and Taiwan. The Hong Kong authorities 
reputedly spent over $ 14 billion to buy 
.selected stocks on the Hang Seng in order 
to prop up the index in an attempt to defeat 
.speculators who had placed bets that the 
index would tail. It also introduced a variety 
of other tlircct measures on share trans¬ 
actions (among them that shares in a 
company can only be sold short when they 
arc nsing). Taiwan authorities in early 
September took steps to prevent illegal 
trading of funds allegedly managed by 
George Soros, which have been blamed 
lor the stock market fall m that countiy 
(Khor 1998). In niid-Sepicmbcr the new 
Russian prime minister announced a 
series of measures that would re-as.scrt 
greater slate conln)l over that battered 
economy 

C'ONi l l.'.SION 

All in all, what may be termed rather 
unorthodox mcasiia's aie being propo.sed 
(includingby establishment’ ccom)niist.s) 
and implemented in a number of countries 
in Asia and el.scwhea'. It is not without 
some significance that leading global 
institutions, like the IMF, appear to be 
watching these developments with .some 
interest. Although predictably warning 
that capital controls could be abu.sed and 


circumvented, the IMF’s Asia-Pacific 
Director, Hubert Nci.ss, added that short¬ 
term capital controls might need to be 
adopted to avert the kind of contagion 
problems experienced among Asian 
economies over the last year. 

International Tmancial (and political) 
leadership is called for that would drive 
towards greater global financial co¬ 
ordination, debate new institutional ar¬ 
rangements and rules governing capital 
I lows, and encourage di versify in approach 
111 matters affecting currency, bond and 
stock markets. At the very least, innova¬ 
tive ideas are required quickly on the 
appropriate institutional form for regulat¬ 
ing speculative activity, and on the niles 
and mechanisms for enforcing on specu¬ 
lators to the requirement to disclose their 
positions. Will this kind of initiative come 
iiom the October IMFAVorld Bank/G22 
meetings in Washington. DC? 

Notes 

I On this sec loi example Padayachee and 
Valodia ((W7) 

J A detailed analysis ul the .Sinilh African 
eiinency ciisis forms the sub|cel ot a separate 
paper which lhi.s author is working on 
Iinpofiunt issues including a fullei account of 
the unlolding path and pallem of the ensis and 
an assessment ol the responses ol llic SARB, 


Finance Ministry, local banks and corporates 
to this crisis will be covered there. 
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The New African American Middle Class 

Robert Gregg 

The Afro-American middle class in the first half of this century had close familial, political and social 
ties to other African Americans, and stressed bourgeois values like promoting self-help, upliftment and 
sobriety. The contemporary Afro-American middle class, in contrast, derives its position from greater income 
levels which have created a social distance between it and its urban poor brethrens. Nevertheless, despite 
its economic improvement, the new Afro-American middle cla.ss faces racial discrimination and bigotry 
which is forcing it towards separatist nationalism. Thus, despite their desperate desire to escape the ghetto, 
racial discrimination and changes within the American economy threaten the new African American middle 
class in ways that force its members to consider the plight of those who remain in the ghetto. 


SCHOLARS of Afro-America disagree 
about whether the black middle class in 
the US has received too much or too little 
attention. Some historians and social 
scientists sugge.st that it is lower-class 
blacks who have truly been ignored, and 
that most studies of African Americans 
have invariably tocused in a black culture 
that represents the culture of a black 
bourgeoisie. Other scholars, however, 
maintain that little systematic study of the 
middle class has actually been undertaken. 
In fact, a strung case can be made for both 
positions, and explaining how this can be 
so helps highlight the importance of 
focusing on the black middle class today. 
Fundamental transformations have 
occurred m the US economy and .society 
that have led to the development of a new 
African American middle class very 
different from the ‘Black Bourgeoisie’ 
described by E Franklin Fra/ier in 1957. 
Consequently, the older studies of black 
bourgeois culture, plentiful though they 
may he, arc no longer sul ricient to desenbe 
this new middle class [Trotter 19911. 

A glance at the collective output of 
African Ameiicani.sts reveals that greatest 
emphasis has indeed been placed on the 
lives of middle-class intellectuals, 
politicians, and other leading members of 
the black communities, and those organi¬ 
sations that they have created or partici¬ 
pated in - from civil rights organisations 
like the National Association for the 
Advancement of Colored People and the 
Urban League, to the chua-hc.s. the fraternal 
orders, and the historic black colleges. By 
contrast, black trade unionists have 
received little attention and black domestic 
labourers even less. And yet, a second 
look at this .same literature reveals that 
many of these institutions are not analysed 
in terms of their class, but arc instead 
described as ‘race’ institutions. While they 
do indeed appear to have had ‘bourgeois’ 
characteristics, what actually made them 
bourgeois - whether it was the composition 
of their memberships or just the cultural 
practices they engaged in - has not been 
made clear. Indeed, scholars assume, 
implicitly or explicitly, that these institu¬ 


tions rcprc.sent the middle cla.s.s, and the 
actual nature of the black middle class, its 
economic, cultural and political bases, its 
internal divisions, and the degree of its 
.separation from the rest of‘the race’ has not 
received sufficient attention. Consequently, 
the notion of a black middle class has 
remained a cultural concept representing 
almost all black cultural initiatives; it has 
seldom been u.sed in an economic way to 
denote a particular .socio-economic gnxiping. 

During roughly the first half of the 2Uth 
century, culminating in F. Franklin 
Frazier’s study ot the Black Bourgeoisie 
(i 957). such a cultural approach was not 
loo inhibiting orinappropriate. Black com¬ 
munities did indeed seem tocohere around 
a particular culture, which, although divi¬ 
ded along the many lives of race, class and 
gender, maintained bourgeois aspects - 
promoting self-help, uplift, sobriety, and 
so on. While this remained true until mid¬ 
century, by the 19.30.s a new and more eco¬ 
nomically-based middle class was already 
beginning to emerge. At first this class 
could speak for the community as a whole, 
in the process making significant contri¬ 
butions to the civil rights movement; but 
.soon it became too economically differen¬ 
tiated from other African Americans to 
continue doing so. The earlier black bour¬ 
geoisie was comprised of people, who, in 
spite of familial, political, and social ties 
to other African Americans in the rest of 
the black community, .saw their economic 
privilege arise from di.stinct cultural prac¬ 
tices. The new class of professionals and 
civil servants have derived their position 
from their greater incomes, which has 
created great siKial distance between them- 
.selvcs and the urban poor, but which also 
gives the appearance of a difference in 
culture practices. The new threat to this 
class’s viability, which will be outlined 
here, has led to a renewed emphasis on 
culture and behaviour because, while 
economic opportunities have contributed 
to the giowth of the black middle class, those 
people who manage to retain their position 
within it in the future will do so, in part, 
because they follow a particular code of 
behaviour. 


Frazier caught the new class in its 
infancy, and to some extent this c)(plained 
the harshnctss of his criticism of it. class 

was not large enough so that its members’ 
prctcn.sion.s to status could appear anything 
more than fanciful or wishful thinking. It 
was not so .separate from the remainder 
of the black aimmunity that iLs self-image 
did not impact on the lives of other African 
Americans through the organisations that 
were shared But in the 1970s and 1980s, 
an African American middle cla.ss became 
more distinct, even though it seems again 
to be vulnerable in ways that Frazier 
detected almost 40 years ago. 

To show this transformation from a 
bourgeois cultural grouping to a more 
economically-defined middle class, this 
article will first provide a profile of this 
middle class as it is today, describing its 
sources of economic strength. It will then 
focus on the new suburbs, showing how 
residential patterns for better-off African 
Americans have changed since 1957. After 
this, the political and religious tendencies 
of this new .social group will be examined, 
followed by a discussion of the concept 
of escaping the ghetto. These last two 
sections reveal that even while the new 
middle cla.ss has established ilsclf. this has 
not meant that its members have been able 
to move beyond all the concerns and issues 
of the old bourgeoisie. Racial discrimi¬ 
nation as well as changes within the 
American economy, threaten the African 
American middle class in ways that force 
its members to consider the plight of those 
who remain in the ghetto. 

I 

A Profile of the African American 
Middle Class 

Precisely locating a middle class among 
African Americans has always been 
difficult: is it located around the middling 
social group among African Americans, 
or around blacks who fit the income and 
social profile of the while middle class? 
For, African Americans do not necessarily 
fit within the same cla.s.s categories that 
are used for other Americans. While the 
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white niiddlc class is literally situated 
between the very wealthy and the working 
class, the black middle class has 
incorporated Atrican Ainencans who, if 
they were while, might have been 
dificrently classilied. I'lie very wealthy 
have not Ixieii so numerous among African 
Americans as loconstitute a separate class 
and they have oltcn had familial and social 
tics to middle-income blacks; the black 
labourer who holds steady employment, 
.sometimes but not always of a skilled 
nature, might be considered middle class 
because of the large number ol blackssv ho 
aic underemployed and living below the 
poverty line. But while a strict economic 
definition is still inadcqnatc. it is never¬ 
theless the case that in the la.st two decades 
a middle class h.is become easiei to detect 
located around particular (K'cupational 
categoiies (which also correspond more 
closely to those among whites than in the 
past). One ol the central determinants of 
tniddle class-ncss had been cultural, and 
an individual who adopted ‘bourgeois' 
culture might sometimes he able to 
compensate lor deficiencies of income. 
Toilay, income levels more clearly 
determine whether or not someone will he 
described as upper class, middle cla.ss. 
working class, or underclass 
The rapid growth of the black middle 
class during and after the I V.^Os was made 
possible III part by changes in the U.S job 
market m a number of employment areas; 
government civil serv ice, the armed forces, 
industrial labour, and universities. The.se 
changes occurred in the immediate 
aftermath ol second world war; local and 
federal admini.stralions were now forced, 
either through political pressure fioni 
minority communities or civil riglils laws, 
to begin combatting discrimination in 
biting (this they attempted to achieve by 
puisuiiig alfnmative action policies, 
whereby whenever two equal candidates 
vied lor a position, the job would be given 
to the one liotn the minority community); 
undei president Hairy Truman’s leader¬ 
ship, the aimed forces established 
integration and in the process induced 
many .Mricaii Americans to enlist who 
believed that their talents would be 
rewarded more fairly in the military than 
they vvtnild be in other fields; the expanding 
industrial seetm. from the |y4(),s until the 
end ol the l‘)b()s. provided opportunities 
for skilled etnplovment lot members of 
previously excluded groups; and lastly, 
the universities, in the wake of the Brown 
vs Topeka. Kansas Board of FAlucation 
decision of 19,S4, expanded minority 
representation on their campu.sc.s. either 
in response to the political demands of tlie 
more v isible minority students w ho wanted 
increased numbers of minority faculty, or 
a.s a re.sult ol new curricular initiatives (hat 


led to a focus on subjects previously 
ignored (like African-American or 
(lispanic-American hi,story). 

Many of the recent critics of such 
advances have stressed that given the nature 
of this transformation the growth of this 
class was not something for which its 
members them.sclves were responsible, in 
contrast to other immigrants to America 
wtio received no ‘hand-outs' and advanced 
by more ‘legitimate’ means. This is a 
mistaken assumption. While it is true that 
the aforementinned employment areas 
have contributed greatly to the expansion 
of the black middle class, they could do 
so once blatant discrimination was ter¬ 
minated only because there existed a large 
pool of highly-trained and educated 
African Americans ready to fill the 
positions that began to be opened up to 
them. Here, (he de-segregation of inajoi 
league baseball in 1946 provides us with 
a model of this process (an appropriate 
one, also, since the sports leagues have 
provided many African Americans, though 
a very small percentage of total black 
middle-class population, with the op¬ 
portunity to rise into a black middle and 
upper classes); while Branch Rickey 
commenced (he first stage of baseball de¬ 
segregation by bringing Jackie Robin.son 
into the Brooklyn Dodger organisation in 
1945, he would not have been able to do 
so, and de-segregation could not have 
been so successful, had not the Negro 
Baseball League teams nurtured a number 
of brilliant and often .superior black 
ballplayers (Peterson 1970;Tygicl 1983|. 
In the same way, the Supreme CiHirt 
decisions of the 195()s and the civil rights 
laws of the 1960s could not have had the 
great impacton black employment patterns 
had not black colleges and universities 
like Lincoln, Howard and Hampton, to 
name a few, already trained a large number 
of brilliant professionals who could take 
advantage of the new climate of anti¬ 
discrimination. Further, it was many of 
the.se .same black professionals (journalists 
ill the case of ba.seball and lawyers in the 
vase of the Supreme Court decisions), 
who. by bringing pressure to bear on the 
white establishment, helped create a 
ilimate for reform. 

At least untilthe f9K0s, the black middle 
c lass undcrw'ent rapid expansion. Bel ween 
1960 and 1965 alone, 3,80,000 African 
Americans acquired white-collar 
employment, enlarging the black middle 
cla.ss to about 4 million, or one-fifth of 
(he total Atrican American population. By 
1980, the percentage of blacks working 
111 white-collar jobs had increased to 
loughly 40 per cent (Kilson 19831. But 
aiound this lime, the basis for black middle- 
class growth seemed to come under threat. 
Calls for smaller government during the 


Rcagan-Bush presidencies, whether or not 
they were racially motivated, were bound 
to have an impact on African American 
employment opportunitic.s, encouraging a 
slowdown in the growth of permanent 
government positions for which educated 
African Americans could compete. 
Likewise, deregulation and privatisation 
had similar effects, shifting employment 
opportunities from one section of the 
economy where laws about equal hiring 
were most stringent, to an area where the 
whims of individual employers could more 
easily prevail. In addition, the private sector 
shift from manufacturing to .service as 
cities deindustrialised, left many skilled 
and .semi-skilled employees with'fewer 
high-paying opportunities. And lastly, the 
US military also witnessed a significant 
cutback in opportunities for blacks, owing 
to (he ending of the cold war. the closing 
of many military bases, and thccontraction 
of the number of armed forces’ pcrstinnel. 

Only in the universities have the op¬ 
portunities remained open to many African 
Americans, though it has to be noted that 
attempts to diversify faculties face 
increasing opposition from tho.se who 
would wish to turn back the clock to a time 
when universities werc not underpre.ssure 
to expand the number of voices being 
heard inside academe. Partly, this backl.ish 
has occurred bccauseof the .severe cutbacks 
in government funding for education 
during the 1980s, which, while not 
necessarily diminishing the number of 
positions open to minority faculty, has 
certainly decreased the funding available 
to those who might come through 
university graduate schools to fill the 
positions. Further, if the decisions in 
California to end affirmative action arc 
taken up elsewhere, this process of 
retrenchment may be completed. .So. even 
in the universities the black middle class 
is likely to have difficulty reproducing 
itself in the future. 

Thus, although the size of the black 
middle cla.s.s continued to incrca.se during 
the I98().s, .so that as many as a third of 
all black families now earn between 
$ 25.000 and $ 50.000. thereby placing 
them at the low end of the American 
middle class, the manner in which this 
increase occurred has not been very 
promising (Business Week, March 14, 
1988). As a number of .social scienti.sts 
have noted [Gorham and Harrison 19921, 
any increase that occurred was cau.scd. not 
by the expanding numbers of high earning 
individuals, but rather by the consolidation 
of wages and ‘re-packaging’ of income 
from wages and rent to greater effect. In 
many instances, it was the result of both 
adults in a fapiily moving into the lower- 
income levefs of the middle class. The 
incidence of well-paid black workers. 
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according to Gorham and Harrison, in fact 
fell during the 1980s. From one point of 
view, that of a black woman who has .seen 
the signiricance and size of her wages 
increase (for without her income, her 
family’s fall from the middle cla.ss might 
almost be assured), (his change has had 
some advantages. But from another point 
of view, it also means that middle-class 
status no longer depends on (he traditional 
income of the highly-skilled (and not-so- 
easy-lo-ieplace) male head of household. 
As such, the tenure of all work within (he 
new black middle cKass remains uncertain. 

At the same time that the position of 
many within the middle class became 
tenuous, the si/c of the class of people m 
the inner cities, now commonly called the 
‘underclass'. has grown dramatically, and 
the problems a.ssocia(eil with it are believed 
also to have become more inten.sc. .So, 
while the number ol individuals who can 
be comfortably incoi poraicd into a middle 
cla.ss on the ba.si.s ol income (having wages 
and salaiies m excess of about $ ).‘S,(K)0, 
oraboutihiec tunes poverty levcl)declined 
in one estimate by as much as 22 per cent, 
the share ol African Americans’ earning 
below the poverty line increa.sed by one- 
filth dcaiiy, lower-cla.ss bLacks repriKJiiee 
and are repnxiueed by de-indiistriahsation 
at a gi cater rate than the black middle class 
can reproduce itscll (especially as retention 
ol middle-class .status sometimes depends 
on limiting laniily size). As such, African 
Americans who do climb into the middle 
class, do so knowing that there is a strong 
pos.sibihty that they will be pulled back 
into the ranks of the expanding group 
hovering around the poverty level. 

What mcmbci s of the black middle class 
have laced. Iheielore. is the problem of 
a shnnking American economy, and one 
moving Irom predominantly industrial 
enlerpri.sc.s to service industries. In this, 
they have not been alone: the overall 
proportion of the woikforce earning 
poverty-level wages ni.se from 25.7 per 
cent to .)l.5 per cent during the I98()s. 
while the proportion earning three or more 
times poverty actually fell, fnim 14.2 per 
cent to 12.7 percent. African Americans, 
however, have faced these problems more 
intcn.scly than other Americans. 

There is some irony, then, in the 
increased ‘attention afforded the black 
middle class at this time, since its overall 
size has not been increasing at the same 
rapid rate witne.s.sed in earlier years, and 
in many ways its position is becoming 
more tenuous. The reason for recent 
attention perhaps lies in the fact that, like 
other gmups facing external pressure.s, the 
threats to this class have made its members 
more vocal and .self-conscious about its 
politics, accentuating a trend, already 
detectable, towards nationalism. 


II 

From Brewster Place to Linden 
Hills: Residential Patterns 

Black middle-class residential patterns 
have also undergone change over the la.st 
20 years. While earlier ‘bourgeois’ blacks 
remained c)o.sc to lower-class blacks, and 
sometimes even continued to live in 
Brewster Place, the fictional .setting for 
Gloria Naylor’s first novel, by the 1980s 
the African American middle class was to 
be found living in Linden Hills, the fictional 
suburb of Naylor’s second novel [Naylor 
1982. 1985]. 

I1ie initial impulse of wealthy blacks 
had been towards racial integration In the 
northern cities this impulse preceded the 
success ol the national civil rights move¬ 
ment. As the northward migrations of first 
world wai created large urban black 
communities, the professional elite, who 
benefited most directly from (his 
expansion, attempted to move into the 
more attractive residential areas within the 
cities. As .suburban tracts developed along 
the post-second world war highway 
system, membersof this class endeavoured 
to integrate them also. 

The experiences c»f .Sadie Taniiei 
Alexander and Raymond Pace Alexander, 
members of the Philadelphia black 
prole.ssional class who managed to bring 
about the integration of the Mount Airy 
section of Philadelphia, were typical of 
thc.se early integration elforts. Sadie was 
a descendent of the pnrminent Mossell 
and Tanner families, who ineludcdamong 
their number the founder ol Frederick 
Douglass ho.spital, Nathan Mossell, the 
world renowned artist, Henry O Tanner, 
and many leading churchmen in the African 
MethixiistHpiscopalChurch. Aftereaming 
a PhD in .sociology from the University 
of Pennsylvania, Sadie .studied law and 
became a leading figure in Philadelphia's 
black community as an assistant city 
eoun.sellor and a member of the city’s 
committee on human relations. Her local 
prominence was .such (hat she was chosen 
by president Truman to be a member of 
his human rights commission in 1947. 
Raymond Alexander, came Irom Virginia 
Bapti.sts and graduated from Harvard law 
sch(X)l. Aftcrc.stahlishing a very successful 
law practice in the 1920.S, he became a 
Justice on the Court of Common Pleas in 
1959 [Alexander and Alexander nd]. 

Their sui cessfiil attempts to integrate 
Mount All y m Philadelphia are notable lor 
a number of reasons. First, unlike more 
recent black suburbanites, they retained 
their commitment to the city. In doing so, 
the Alexanders retained the strength of 
(heir urban power base. Thus, while their 
home lives could be integrated, to the 
extent that they lived next to white 


neighbours, their woilc lives could remain 
focused on the increasingly segregated 
black urban communities. As such, they 
needed to respond to the issues of inner 
city dwellers, and could benefit from doing 
so. Moreover, while they moved out to the 
outer reaches of the city, they kept their 
social ties to the rest of black Phiia^lphia: 
Raymond conti nued to attend Zion Bapt ist 
Church in North Philadelphia, while Sadie 
retained her strong tics to the city’s African 
Methodists. Theirs wa.s a complicated 
life.style, using the power of the newly 
enlarged black community to their benefit, 
serving that community also, and living 
and working alongside prominent white 
Philadelphians. 

Furthermore, the experience ol the 
Alexanders was not unrepic.scntative of 
mo.sl black middlc-cia.sscity dwellers. The 
history ol black urban communities is 
replete with attempts by better-off members 
of the community - ministers, attorneys, 
physicians, teachers, and so on - to move 
into previously w' ite-only city districts. 
Olton .such ultempis were met with open 
violence from (he communities, followed 
by the .stampede ol whiles intoother white- 
only areas. In the prcKcss, (he black middle 
cla.s.s would eventually be drawn back into 
the .surrounding black community, and the 
experience of integration would only be 
temptirary. 

Contrast this situation with the picture 
of the black suburb in Prince George’s 
County, Maryland, provided by David J 
Deni in a June 14, 1992 article in The New 
York Timex Magazine. Here we find the 
black middle class living in suburban tracts 
outside city limits, wishing to develop a 
new power base around relatively 
segregated suburbs, seeing themselves as 
very separate from inner city blacks who 
have not had the opportunity to move out 
of Washington DC’s ghctloiscd districts. 

During the 1980s black suburban 
population .seemed to be an ever-increasing 
group. According to Dent: 

What .some consider the cs.scncc of ihe 
Ainci lean dream-suhui bia-bccame a reality 
fora recoid number of blacks in the 1980s. 
In 1990,32 |)et cent of all black Americans 
in metropolitan areas lived in .suburban 
neighbourhoods, a record 6 per cent 
increa.se Irom 1980...These blacks arc 
moving (o black upper- and middle-class 
neighbourhoods, usually pockets in 
counties that have a while majority 
Furthermore, according to Dent, these 
black suburbs have sprung up all over the 
US: “In the Miami area, there is Rolling 
Oaks in Dade County. Around .St Louis, 
black suburbs exist in seciions of Black 
Jack, Jennings, Nonnandy and University 
City in St Louis County. In the Atlanta 
suburbs, black majority communities 
include. Brook Glen, Panola Mill and 
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Wyndham Park in DeKalb County. And 
in the Washington area. Prince Georges 
County Itself ha.s a black majority.” 

In some instances these segregated 
suburbs developed as a result of white 
suburbanites' attempts to exclude blacks 
from their neighbourhoods, but for many 
African Americans the decision to move 
into a black suburban neighbourhood was 
the result of weighing many factors. By 
moving, they could reap the benefits of 
middle-class lifestyles, could stay 
connected to African American cultural 
traditions promoted by other black 
suburbanites, and, quite significantly, 
shield themselves from much of the racial 
bigotry they would face in white suburbs. 

In terms of economic benefits, however, 
these suburb.s have not coiilributed to the 
growth of the African American middle 
class in the same way that the growth of 
suburbs did toi other mjddle-class 
Americans. They have not provided access 
to "gCHid jobs at ginxl wages” that has 
historically been part of the process of 
white sm ial mobility. Clarly, a few black 
real estate agents have benefited through 
the promotion of black suburbs, but their 
numbers arc lew (many white agents have 
al.so sold hoii.scs in these areas). Al.so, 
while suburbs benefited earlier settlers by 
giving them access to many of the newly 
developing labour markets, many of those 
markets are now spent as industrial 
concerns rcItKatc to areas where there are 
large pools of cheap labour. Moreover, 
.some of the service-sector employment 
that can gross in areas .surrounding suburbs 
- at the malls, m particular - have not been 
forthcoming near black suburbs. Dent 
note.s, for example, that many major 
department stores have refused tocstablish 
outlets in these artft.s. Nordstrom and 
Macy’s have opened stores in Baltimore 
County, he tells us, “which had a median 
household income of $ 38.8.i7, compared 
with $ 43.127 in Prince George’s County. 
But Baltimore County is more than 85 per 
cent white". .Since residents of the black 
county must drive to other counties to do 
much of their shopping, money that might 
have stayed in their community ends up 
cl.sewhere. while the jobs arc to be found 
in other counties also. All this has a 
significant impact on the long-term tax 
ba.se ot an African American county, thus 
affecting not only present income 
prospects, but through smaller school 
appropriations, future funding also. 

IV 

Middle-Class Politics and Religion 

The fact that the position of the middle 
class in America as a whole is becoming 
increasingly tenuous, has important 
implications for the politics of the African 


American middleclass. For as the problems 
of poverty increase and the number of 
mutes out of the ghetto diminish, the black 
middle class begins to represent an ever- 
decreasing pmportion of the overall black 
community. At the same time, however. 
Ills becoming more visible and entrenched 
in tecm.s of political and cultural con¬ 
sciousness. In addition, the kinds of 
behaviour that enable a family to maintain 
ii s suburban status (low fertility, ownership 
rather than renting, saving rather than 
spending) are very different from those 
(hat are functional to a ghetto community, 
as Carol B Stack (1974) has shown. 
Con.scqucn(ly, the middle class is in many 
ways returning to asituation of being more 
physically and behaviourally di.stanced 
from the ghetto, like the bourgeoisie of 
Fra/ier’s day. Moreover, because its 
members feel embattled they are perhaps 
more reluctant than their predecessors to 
make strong commitments to lower-class 
blacks, and thereby risk being associated 
with them. 

Nevertheless, even this distance docs 
noi lead to complete political detachment 
on the part of middle-class African 
Americans. In part, this is because the 
mtegrationism of Fra/ier’s day has been 
replaced by a more nationalist spirit which 
pervades even the middle class, and which 
a.ssumes an alliance however, tentative of 
middle- and lower-class blacks. 
Historically, nationalism has been most 
closely a.vsociated with lower-class, urban 
blacks. Marcus Garvey and Malcolm X 
were both able to strike chords among 
an urban poor that was less receptive 
to the words of Martin Luther King Jr. 
Now, it is a member of the black middle 
class who will point to the lessons to be 
learned from Garvey and Malcolm X 
(especially since Spike Lee’s version of 
The Autobiography (1973) reached the 
screen in 1992). and to question King’s 
integrationism. In .some ways, though, 
this new nationalism (which rc.sembles 
other post-colonial nationalisms de¬ 
scribed by Frantz Fanon (1987) is a revival 
of the spirit of Booker T Washington, 
advocating black capitalism and working 
towards a nation that accepts that blacks 
and whites can be as .separate as the 
fingers stKially, and as joined together as 
the hand economically (in the corporate 
work place). 

Over the last 10 years there have been 
continual discoveries and rediscoveries of 
the black middleclass. Black intellectuals 
who had been questioning the value of 
what they described as the civil rights 
consensus - people like Thomas Sowell, 
Shelby Steele and Stephen Carter, among 
others - began to described as re¬ 
presentatives of more than just an 
outlandish strain of conservatism among 


a small minority of African Americans. 
They now appeared to be spokespersons 
for a middle class that was undergoing 
political .shift to the right Increasingly, 
assumptions that a member of the black 
middle cla.ss would vote the Democrittic 
ticket, have been found to be unreliable. 
President George Bush’s selection of 
Judge Clarence Thomas for the Supreme 
Court in 1991, over many more 
experienced but liberal black judges, 
represented a recognition of the potential 
for the Republican Party to increase its 
support among African Americans. The 
fact that many African American church 
leaders supported Judge Thomas quite 
vociferously at first, and a littlS more 
grudgingly as the Anita Hill allegations 
of hara.ssment were made public, suggests 
the extent to which Republican political 
theorists were correct [Morrison 1992). 

To some extent, this black middle-class 
conservatism has been shaped by the 
exigencies of suburban life. Perhaps the 
key difference between the suburban and 
urban dwellers is the difference in family 
life. Liberal and conservative political 
positions often revolve around whether 
the family is a cause or an effect of this 
difference: is it the family values and 
experiences that aid members of the middle 
class, or is it merely the fact that inner- 
city experience destroys families, that 
creates this widespread difference in family 
structures? Whichever it is, the perceived 
difference orients the focus of political 
discourse to the nature of the family. As 
a result, whether or not a member of the 
black middle class votes Republican, he 
or she is far more likely than 20 years ago 
to accept the idea that the problem with 
inner-city dwellers is founded on the need 
to develop .strong male figure.s, who can 
build solid families. This in many ways 
accounts for the current widespread 
acceptance of ideas developed by Daniel 
Patrick Moynihan in 1965 regarding the 
black family’s ‘tangle of pathology’. which 
had been dismissed as raci.st throughout 
most of the 1970s and 1980s, ideas that 
were ever-present in the 'Million Man 
March’ promoted by ‘Nation of Islam’ 
leader minister Louis Farakhan [Rainwater 
and Yancey 1967]. 

Martin Kilson has provided a nuanced 
view of black middle-class politics. He 
argues, in the vein of William Julius 
Wilson’s The Declining Significance of 
Race, that there has been a degree of, what 
he cal Is. ‘de-racialisation ’. and that middle 
and upper class black.sha ve acquired social, 
professional and political attitudes that are 
ba.sed more on class than on race. In this 
they resemble similarly situated whites. 
The ‘dc-ghettoisation’ of the black 
bourgeoisie’s education and job markets, 
Kilson argues, “disentangles the new black 
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bourgeoisie froiq tbeolcf“Tbe difference 
is fir^amental”, he argues. “{Tlbe old 
black bourgeoisie faced a fierce ceiling on 
its professional and social mobility; the 
new black bourgeoisie, while still 
confronting residual racism, takes over 
much of the professionalisation and 
mobility dynamics of the white 
bourgeoisie.” 

At the .same time, however, Kilson 
maintains, there has been an increasing 
rage among middie-class blacks who resent 
racism as much as, if not more than before, 
becau.se, iii spite of all they have obtained, 
they still face the possibility of racial 
discrimination and bigotry. Consequently, 
a new nationalism has alsoemerged among 
members of the black middle class. 

Two events in 1991 helped cement this 
new nationalism; the aforementioned 
nomination of Clarence Thomas to the 
Supreme Court and the police beating of 
Rodney King Judge Thomas’s claim that 
the Senate Judiciary Committee was 
carrying out a “high-tech lynching” could 
.strike a chord among many wealthier 
Afncan Americans, who might be (as 
Thomas was suggesting he was being) 
unfairly treated because they were both 
black and successful. An eVen more 
powerful a symbol of this anger, perhaps, 
was the Rodney King incident. The 
arbitranncss of the police brutality in the 
King case and its clearly racial character, 
as well as the manner in which the police 
defendants were acquitted in 1992, led 
many middle-class Afncan Americans 
(many of whom had themselves been 
mistreated by police forces around the 
country) to feel that they too could be 
victimi-sed in this manner (Grier and Cobbs 
1992]. 

The efiect of events of this kind has been 
the cementing ol what Kilson had predicted 
would become a dual political approach 
among many black middle-class people. 
Whether members of the middle class 
would support conservative or liberal 
political initiatives would revolve “around 
whether .social and political is.sues are 
viewed as class-linked or race-linked. If 
viewed as class-linked, upper-strata blacks 
are likely to respond as conservatives. If 
seen as race-linked, they respond as 
liberals.” In some respects, however, the 
complexity of black middle-class politics 
has ^come yet more complicated. While 
there are still divisions between liberals 
and conservatives in terms of voting 
patterns, with the Democrats still remain¬ 
ing the greatest beneficiaries, the politics 
of race have become less easy to 
characterise along polarities of left and 
right. Now race can elicit conservative 
responses where before liberal ones 
prevailed. The need to provide for role 
models for young black men, for example, 


which in the past would have been seen 
as a conservative or Republican approach 
to ’uplifting’ black people, now is often 
seen as the remedy by black middle- 
class voters (though more so among men 
than women). In short, the class and 
racial attitudes have fused together so that 
middle-class and nationalist ideas cannot 
always be separated as was clear in the 
support garnered for the ‘Million Man 
March’. 

This increasing complexity is par¬ 
ticularly apparent where gender issues play 
a centi^ role in a particular issue. The 
Clarence Thomas nomination, fOTexample, 
received far more widespread criticism 
from African American women than from 
men, even when the issue of race and 
racism became apparent. It has become 
increasingly clear during the last 20 years 
- especially as black women like Toni 
Morrison, Alice Walker and Oprah 
Winfrey, among a host of prominent 
academics, have become vocal - that there 
IS often more than one way of representing 
'the race’ and black middle-class appeals 
in this area do nut always lead to a 
consensus [Higginbotham 1989, 1992]. 
The centrality of family (at the core of all 
gender analysis) to the life chances of 
most African Americans places women in 
a key position to influence black politics. 
While white middle-class women have 
historically allied themselves with their 
husbands and brothers on issues of class, 
black middle-class women have not always 
done so. Black women intellectuals seldom 
propose that the problem with the inner 
cities is that there arc too many single 
mothers, who are unable to bring up young 
African American boys properly (though 
many will argue that black men should be 
doing more within the family). They are 
far more likely to argue that this is still 
a case of ‘blaming the victims’, and, if not 
raci.st, then sexist. While black men and 
women will often argue that they place 
racial advancement above their own gender 
aspirations, nevertheless, because of the 
significance of gender roles in situating 
African Americans socially, their ideas of 
what racial advancement means may be 
quite different. There is clearly adiffcrcnce 
to be found in the political message to be 
gleaned from the Million Women March 
than from that of its male predecessor. 
While Louis Farakhan, leaderoftheNation 
of Islam, asked men to atone for their sins, 
the women talked of rebuilding inner 
cities and continuing support for welfare. 
And, while Farakhan might be considered 
on the radical fringe by members of the 
media, it is his march that received their 
attention. 

The religious commitmentsof members 
of the middle class also appear to have 
undergone some transformation over the 


lastSOyears. Between the 1930s and 1960s, 
African American churches seemed to 
have ceded some of their leadership 
position in black urban communities to 
the new professirmal elite (a process of 
secularisation that clearly pleased 
E Franklin Frazier). These professionals, 
while still often churchgoers, used other 
organisations like fraternities, clubs, and 
political parties to organise themselves 
and their constituencies. And when they 
remained in the church they tended to 
gravitate towards the more elite de¬ 
nominations like the Presbyterian and 
Episcopal Churches. African Methodist 
denominations, which had been able to 
represent the black community as a 
whole, now seemed to represent a shrink¬ 
ing section of the overall community 
[Gregg 1993]. 

In the last 30 years there has been a 
dramatic reversal of this trend. The African 
Methodist Episcopal (AME) Church, in 
particular, has shown a complete change 
of fortunes. While still outnumbered ^ 
the Baptists, it has taken on a leadership 
role in the Congress of National Black 
Churches (CNBC), an organisation that 
was virtually created by the AMEChurch’s 
initiative (with the financial support of 
foundations who, in the 1970s, were 
looking fora more conservative alternative 
to Black Power). 

This new .strength comes, in part, from 
the denomination’s highly centralised 
bureaucracy, allowing it to have more 
influence in the CNBC than the more 
decentralised Baptist denomination. But, 
more importantly, it derives from the 
church’s theology, which, by marrying 
together nationalist(African)andEuropean 
(Methodist) traditions, speaks to the dual 
political and religious influences of many 
black suburbanites. Thus, in Prince 
George’s County, the denomination is 
thriving. The Ebenezer AME Church, 
which was formerly located in Washington, 
DC, has revitalised itself by moving its 
congregation out of the city. According 
to Dent, ’’ Membership at the 136-year- 
old church had dwindled to fewer than I (X) 
members. Since the relocation from 
Washington in 1983, membership has 
grown to nearly 7,000 and donations 
have, provided $ 10 million for the 
construction of a new church building” 
[Dent 1992:23]. The renewed prominence 
of the AME Church is apparent when 
we take into consideration its vocal 
support for Clarence Thomas, the fact 
that the first black community president 
Bill Clinton visited after his first 
inauguration was an AME Church, and 
that Christopher Darden, prosecuting' 
attorney in the O J Simpson trial is a 
imminent member of the largest AME 
Church in Los Angeles. 
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IV 

Escaping the Ghetto 

The idea of ‘escaping the ghetto’ has 
been a powerful one ever since rntxlem 
black ghettos made (heir first appearance 
at the beginning of this century. Para¬ 
doxically, as the more economically-ba.seil 
middle class has emerged from the black 
bourgeoi.sic, the notion of c.scaping the 
ghetto has not disappeared. The idea still 
resonates among members of the Atrican 
American middle class largely because 
the ghetto, or poverty generally, has 
become .so dilftcull to escape (race divide 
book). Whi le members of the white middle 
class arc able to forget the problems that 
lower-class Americans lace (excepting 
when they impinge upon their lives thntugh 
crime and othei social ‘problems’) and 
can .see no lelationship between their 
own wealth and the poverty ol others, 
black Americans do not have this luxury. 
In a racially divided society, members of 
the African American middle class am 
constantly pressured to see themselves in 
relation to poorer African Americans. 
They have managed to ‘e-scape’ (even 
when, in fact, many of them never actually 
lived in the ghetto), and they must consider 
the plight ol those less fortunate than 
themselves. 

For Frazier the black bourgeoisie had 
‘escape[d] into a world of make-belteve.’ 
and by putting on the ‘masks’ of the white 
middle class, its members had found a 
‘sham society’ that could only leave them 
with feelings of ‘emptine.ss and futility.’ 
This stark judgment, was not only harsh, 
it was also historically inaccurate. The 
black bourgeoisie had always been forced 
to focus on and willing to champion the 
cause of all African Americans, even while 
there were times when its members lookctl 
down .scornfully on the poorest members 
of ‘the race’. What Frazier was seeing in 
l‘).S7 when he wrote Black Bourfieoixie, 
was a change occurring in the ability of 
blacks to spatially separate thcm.sclve.s 
from the ghetto, by moving into formerly 
white-only areas of the cities and suburbs. 
Me assumed incorrectly that such migration 
would, like the ‘white flight’ that preceded 
It, lead the black bourgeois migrants to 
lorgct those that they left behind. The 
irony is that while white suburbanites did 
in many i espects escape from .stKial reality 
into a fantasy worlil that was as temporary 
as the prosperity brought on by the cold 
war and Arnenca' s unchal lenged economy, 
it was black .suburbanites who, constantly 
in fear of losing their social privileges, 
were being accased of fantasising. 

In addition to the need to e.scape from 
poverty, members of the African American 
middle class need to c.scapc assumptions 
that are attached to them because they 


share a racial background and heritage 
with many of the mo.st visible members 
of the ‘underclass.’ As mentioned pre¬ 
viously, the fact that there arc now so few 
avenues by which to c.scape the ghetto has 
meant that many social commentators 
assume incorrectly that a people whose 
ancestors were .slaves, sharecroppers, and 
ghctto-ilwellers could only have made it 
into the middle cla.ss as a result of govern¬ 
ment hand-outs. For members of the 
Afi ican American middle class this means 
that their efforts are constantly being 
ilcnigrated. and fallacious assumptions 
about the limited abilities and ‘cultural 
deficit’ of ‘the race’ are cbntinually being 
brought to hear upon them too. Historically, 
the way that members of this class have 
confronted this has been to contest these 
assessments of ‘the race’ and to focus on 
the contributions and achievements of 
African Americans in different arenas. 

The metaphor of escape for the black 
middle class remains a powerful one also, 
because of the nature of suburban existence 
which an increasing number of blacks 
now share. The idea of the suburb is itself 
one that is very much wrapped up with 
escaping the turmoil of mtidem, urban 
society. Whether or not the so-called 
Ameiican’ impulse to own a house and 
a pittt of land goes back to the home¬ 
steading, frontier origins of the US, the 
impulse to move to a suburb is a more 
recent phenomenon which conincided both 
with the rapid expansion of the highway 
sy.stem after the second world war and the 
arrival of large numbers of African 
Americans in northern cities before and 
alterthc second world war [Jackson 198S]. 
In part, the suburb represents an escape 
tiom racial conflict, and given the racial 
origin of this escapism, African American 
suburbanites arc constantly confronted by 
the seemingly contradictory impulses that 
can he found in their politics and religion 

the desire to escape and the need to 
combat the widespread condition of 
poverty among African Americans. 

In the end. the perilous situation for 
African Americans in today’s post 
industrial stKicty suggests that the concerns 
of the old black bourgeoisie, to combat dis¬ 
crimination and uplift the race as a whole, 
arc not too distant from the issues facing 
the African American middle class in the 
1990s. For, the political and religious 
aspirations of this latter group highlight 
the likelihood that the only lasting escape 
from the ghetto will be achieved by elimi¬ 
nating the inner city ghettos thcm.selves. 
As long as industrial decline continues to 
add to the ranks of the black underclass, 
and as long as middle-class African 
Americans arc compared unfairly and un¬ 
favourably toother middle-class Americans, 
then n*' ape an be certain and secure. 
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. Published and Realised IhrifiEs: The Weak Link 

Ira N Gang 
Mihir Pandey 

This paper investigates the link between published tariff rates and realised tariff rates using Indian inter¬ 
industry manufacturing sector data over three Plan periods. Understanding this link is important as economies 
liberalise trade and must deal with the potential revenue shortfalls; if the published and realised rates exhibit 
independent idiosyncratic behaviour, it is difficult to calculate the actual implications of changes in the 
published tariff rate. 


I 

Introduction 

THIS paper investigates the link between 
published tariff rates and realised tariff 
rates using Indian inter-industry manufac¬ 
turing sector data over three Plan periods. 
Understanding this link is important as 
economies liberalise trade and must deal 
with the potential revenue shortfalls 
[Pritchett and Sethi 1994]; if the published 
and realised rates exhibit independent 
idiosyncratic behaviour, it is difricult to 
calculate the actual implicationsof changes 
in the published tariff rate. 

The published rate and the realised rate 
are two ways of measuring the nominal 
rate of protection. The published tariff rate 
is the statutory or official tariff rate while 
the realised tariff rate is the collected 
customs duty divided by the value of 
imports. The.se measures capture different 
aspects of the protective structure. The 
published tariff informs us about the formal 
and potential protective structure adopted 
by the govemmenf. The realised tariff rate 
accounts for all the duty exemptions that 
the government permits; however, it al¬ 
lows for the possibility of understating 
protection due to prohibitive tariffs or the 
economy being on the downward sloping 
portion of a Laffer curve. 

Greenaway (1988) argues for the use¬ 
fulness of the realised tariff rate over the 
published rate. He argues that realised 
rates have the “merit of taking account of 
duty-free and preferential access imports 
...and, unlike the ex ante (i e, published 
or nominal) tariff, they incorporate vari¬ 
able levies.” Goldar and Sal^m (1992) 
also noted differences between these 
alternative measures, pointing out that the 
realised rate is able to reflect the prrHec- 
tion afforded when the explicit tariff struc¬ 
ture is modified by the presence of factors 
such as quantitative restrictions, import 
duty exemptions, price controls and 
illegal activities, for example smuggling, 
under-invoicing, and so on. On the other 
hand, if a sector shows no impofts, then 
the collection is zero; though the lack of 


imports may be due to a very high level 
of protection it-self. In this case, the realised 
rate of duty fails to capture the presence 
of protection altogether. Realised rales may 
also be biased because of a few outliers, 
as Goldar and Saleem (1992) point out. 

We construct the realised tariff rate for 
each industry utilising information avail¬ 
able in the input-output tables for the Indian 
economy. It is useful to contrast measures 
of protection based on these with mea¬ 
sures based on published tariff data and 
actual customs data. Rather than arguing 
for one measure over the other, in this 
paper we examine the link between these 
measures. In this we follow Pritchett and 
Sethi (1994) who in comparing published 
and realised tariff rales for Jamaica, Kenya 
and Pakistan found: (i) a weak relation¬ 
ship between the two measures, (ii) the 
variation of the realised rate increases with 
the level of the published rate, (iii) the 
collected rate is generally less than the 


published rate, and (iv) the relationship 
between the two is not linear. 

In the next section we outline and present 
the data we employ. In Section III we re¬ 
port on our analysis. Section IV concludes. 

II 

Data 

Nominal tariff rates are taken from 
Goldar and Saleem (1992) and Goldar, 
Narayana and Saleem (1992) and are 
available for 32 manufacturing sectors for 
the years 1980-81,1983-84 and 1989-90. 
These are the simple averages of tariff 
rates derived from the Customs Tariff 
Working Schedule, taking into account 
the basic and auxiliary rates of customs 
duty and the quantifiable exemptions. 

To calculate'realised rates, we use the 
input-output tables contained in the Ap¬ 
pendices to the Sixth (1979-80), Seventh 
(1984-85) and Eighth (1991-92) Indian 
Five-Year Plans [Government of India 
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1981,1986,199S1.These8re(lerivedfiron) 
the 115 sector input-output table of the 
Indian economy prepared by the Central 
Statistical Organisation; the number of 
sectors in the tables are 84, 50 and 60 
respectively. We created 32 comparable 
manufacturing .sectors for this study using 
value-added weights to join sectors where 
necessary. For the Seventh Plan, .some 
sectors were not reported separately. For 
these we make the following compromises: 
for hydrogenated oil. wc used food and 
beverages; for jute textiles, we use other 
textiles; for tractors and other agricultural 
machinery and machine tools, we use non¬ 
electrical machinery. The 1979-80 (Sixth 
Plan) and the 1991-92 (Eighth) input- 
output tables contain information on the 
structure of imports. Realised tariff rates 
were derived using the structure of import 
duties from the input-output tables and the 


total import revenue bill from the Eco¬ 
nomic Survey [Government of India vari¬ 
ous years]. Although the Seventh Plan 
document contains the input-output and 
the import coelficients matrix, it docs not 
have the transactions matrix. The values 
for imports and value added were derived 
from the infonnation pertaining to their 
structure combined with total value fig¬ 
ures from the Economic Survey. For a 
discu-ssion of the construction of these 
measures, and their strengths and weak¬ 
nesses, see Gang and Pandey (1996a). 

Table I presents the realist rates, the 
publi.shed rates and imports. Caution must 
be u.scd in interpreting these measures. 
The published rates as calculated by Goldar 
and Salecm (1992) arc simple, not weighted 
averages. Weighted averages would be 
better, though they are extremely difficult 
to calculate across a broad range of the 


economy. Also, the rates as calculated by 
Goldar and Saleem are for years that do 
not exactly correspond to the input-output 
years. However, given the high correla¬ 
tion in published rates from year to year, 
wc do not think this poses too much 
difficulty. With realised rates, as we dis¬ 
cussed above, the calculations may show 
an increase for a host of reasons. For 
example, a prohibitive published tariff rate 
and a zero published tariff rate show the 
same realised tariff rate. 

Realised tariff rates are generally lower 
than the nominal tariff rates. If tariffs were 
the only source of protection, this would 
mean that nominal protection to the Indus¬ 
tries is lower than what is intended by 
policy. Clearly there are other sources of 
protection. While nominal rates may re¬ 
flect the level of official desired protec¬ 
tion, realised rates are a re.sult of official 


Tabiis I; Tariff Ratfa and Imports 


Sector 


Sixth Plan 



Seventh Plan 


Eiehth Plan 


Published 
Tariff 
t Per Cent) 

Realised 
Tanff 
(Per (’cut) 

Imports 
(Rs ItJ*) 

Published 
Tariff 
(Per Cent) 

Realised 
Tanff 
(Per Cent) 

Imports 
(Rs 10*) 

Published 
Tariff 
(Per Cent) 

Realised 
Tariff 
(Per Cent) 

Impurts 
(Rs 10*) 

Sugar 

99 0 

0 0 

0.0 

1100 

1.18.0 

1117.5 

104.0 

00 

104 0 

Khondsari buora 

9.5.0 

0 0 

0.0 

115.0 

0.0 

00 

104.0 

0.0 

0.0 

Hydrogenated oil 

80.0 

0 0 

0.0 

1000 

0.0 

120.52.7 

138.0 

0.0 

161 0 

Other F and B 

112.3 

9 9 

6376.0 

135.2 

22.4 

12052.7 

, 148.9 

5.7 

6500.0 

Cotton textiles 

115 0 

0 0 

0.0 

13.5.0 

141.8 

5.0 

129.0 

0.0 

7000 

Woollen and silk textiles 

1150 

24 

273.0 

1.35 0 

161.1 

62.3 

136.2 

14 1 

4200.0 

Jute textiles 

IIS.O 

0 0 

0.0 

1.15 0 

0.0 

147.5 

129 0 

0.0 

1(X).0 

Other textiles 

115 5 

0 0 

106 0 

136 8 

243.5 

147 5 

143.7 

0.0 

2400.0 

Wood and wood products 

86 5 

0 0 

15.0 

111 9 

100 3 

49.2 

115.7 

0 0 

5.12 0 

Paper/paper pnxIuLTs 

7.1.6 

21 8 

2005.0 

89 9 

28.5 

3266 1 

100.8 

2.7 

11227 0 

Leath^/lcather products 

115.0 

0.0 

2.0 

129.9 

00 

39 4 

139.6 

00 

676 0 

Rubber products 

98 0 

337 0 

80 0 

118.0 

203.4 

245 9 

141.0 

42.4 

952 0 

Plastic products 

115.0 

94 1 

1027.0 

135.0 

0.0 

0.0 

152 0 

18.14 

1054.0 

Petroleum products 

78 0 

20 9 

10122.0 

104.0 

18.5 

18346.9 

108.0 

2.4 

48.572 0 

Coal tar products 

49.0 

0 0 

150 

64.0 

0.0 

0.0 

76.0 

0.0 

840 0 

Fertilisers 

41 7 

12 9 

6553 0 

52 8 

0 1 

111.55.8 

.37.5 

0 0 

18593 0 

Pesticides 

71.7 

28 0 

180 0 

101.7 

224.4 

147.5 

115 0 

0 0 

1401 0 

Synthetic fibre and resin 

11.5.0 

212 4 

998 0 

135 0 

166.0 

2754.5 

1.32.0 

0.0 

45860.0 

Other chemicals 

77 5 

67 1 

4339.0 

102.9 

92.5 

11805 0 

126.6 

102 

32242 0 

Cement 

49.0 

0 0 

804.0 

78.0 

36.9 

324.7 

131 0 

73.1 

40.0 

Other non metal, mineral 
products 

78.7 

51 5 

190 0 

98 7 

117.2 

.541 1 

128.5 

8.3 

2481.0 

Iron and steel 

73.2 

46 9 

6733 0 

125.1 

59 0 

12195.2 

129 2 

12.3 

24.500.0 

Non ferrous metals 

69 8 

65.1 

3595.0 

10.1.2 

70.9 

4180.9 

118.0 

9.7 

12980.0 . 

Tractors and other agncultural 
machinery 

45 0 

90.8 

313 0 

62.5 

0.0 

22429.6 

77.0 

0.0 

100.0 

Machine toois 

40.0 

44 6 

620.0 

60.0 

0.0 

22429 6 

78.0 

9.2 

4936.0 

Other non electrical 
machinery 

60.5 

95.5 

5671.0 

80.7 

67.0 

22429.6 

90.5 

3 1 

125162.0 

Communic, clcclronic 
equipment 

95.8 

110 2 

826 0 

123.1 

67.3 

2311.9 

125.7 

0.0 

20941.0 

Electneal innchmery 

82.3 

105 8 

1250.0 

105.3 

102.5 

4623.6 

109.5 

7.1 

32392.0 

Roil equipment 

51 0 

10.1 1 

76 0 

70.0 

30 9 

934.5 

82.0 

9.9 

2501.0 

Motor vehicles 

95 0 

207 7 

259.0 

11.5.0 

264.9 

393.6 

104.0 

7.7 

6500.0 

Other transpon equipment 

95.4 

14 5 

17150 

107.4 

40.1 

2754.5 

82.4 

1.2 

25962.0 

Other manufacturing 

79 2 

58 1 

2790 0 

105.4 

1.33.5 

4279.4 

I2I.S 

12.5 

35599.0 

Average (import weighted 
for rates) 

76.2 

46 8 

1779.2 

90.4 

38.0 

5419.5 

106.7 

5.2 

14694.0 


Source .1 and Nous: Published rates ate simple averages of statutory tariffs in the industry, as presented by Goldar and Saleem (1992). Realised rates 
and imports ore calculated from the input-output tables contained in the technical appendices to the Sixth, .Seventh and Eighth Plans. They ore 
for 1979-80, lyBd-S.*! and l99r-92, respectively. For the Seventh Plan, some sectors were not reported separately. For these we make the 
following compromises: for hydrogenated oil. we used food and beverages: for jute textiles, we use other textiles: for tractors and other 
agricultural machinery and machine toois, wc use non-elcctiical machinery. For details on this coastruction, see Gang and Pandey (1996a. b). 
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policy (Unff and other) well as the 
responses ot the importers In particular, 
realised rates will include the effects of 
non-tantt trade barriers as well 

Since the early 1980s the spread bet¬ 
ween published and tcalised tartfls had 
increased Moreover on average the pub 
lished rate increased while the realised rates 
decreased (these rates are as per the begin¬ 
ning ot the plan periods) Elements ot a 
Laffer curve relationship seem to be com 
ing into play - increases in the published 
rate may lead to decreases in imports and 
revenues During the Sixth Plan the tm 
port weighted average tariff rate was 76 
percent the nominal rale was 47 percent 
during the Seventh Plan the average 
published rate was 90 per cent the lealised 
late was 18 per cent while during the 
Eighth Plan the published rate was 107 
per cent the realised rate was S per cent 
The fall in the realised rate was particu¬ 
larly large at the beginning of the Eighth 
Plan 1991 92 At tins tune specific dc 
posit regulations worked to squeeze down 
thcvalucol importsIGangopadhyay I99a| 

In Table 2 w c present the Speai man r ink 
and Peaison coiiclation coefficients (or 
the alternative unit meaSuies lor the )2 
Indian manufacturing sec tors The Spear 
man rank correlation cocificient between 
the nominal and realised tanff rates is low 
pointing to the fact that the two ate cap 
turing very different phenomenon Toi the 
Sixth Plan the Spc’arman rank eoire lation 
cocflicicnt between the published and 
realised latcs is - 16 while the Pearson 
IS 06 lor the Seventh Plan II and 19 
icspcctively while for the Eiehth Plan 
they arc 18 and U icspcetively While 
most ot these numbers are significantly 
different (torn zeio they show a quite 
weak relationship between the realised 
and published tanff rate 

In fable 2 we also see the Spearman 
rank and Peaison correlation coefficients 
over time (or each ot our two nominal 
protection measures Over the years the 
realised rates show greater variations and 
change The Spearman rank correlation 
coelficient between tlie Sixth and Seventh 
plan IS 27 between the Sixth and Eighth 
plan IS S2 and between the Seventh and 
Eighth Plan IS 10 The lespective Spear 
man rank correlation coefficients are 92 
68 and 74 

III 

Analysis 

following Pritchett and Sethi (1994) 
we estimate a linear relationship between 
realised and published tariff rates, (realised 
rate) * a + b (published rate) + error, and 
a quadratic relationship, (realised rate) = 


e + d (piAilished rate) + e (published rate 
squared) -f error, wlwre a. b, c, d, and e 
are estimated coefficients We use the data 
on 32 industries presented in Table I, and 
perform the estimates for the three plan 
periods, using SHAZAM version 7 0 
(1993) Our results are given in Table 3 
A one-to-one correspondence between 
published and realised rates would yield 
estimated coefficients b s d = I and e s 0 
If there is a lot of ‘leakage from published 
to realised rates, b< 1, whilcb> 1 indicates 
complementanty between the two rates 
If c IS not equal to zero then the link 
between the rates is not linear i e as 
the published rate incieases the realised 
rite will (I) increase then decrease or 
(2) decrease then increase In this case a 
•liming point the value ot the published 
r itc where the rate ot change of the realised 
latc changes sign can be calculated 
finally note of course that even when 


b« I, the elasticity of the realised rate with 
respect to the published rate may not equal 
one, 1 c, we can also examine how the elasti¬ 
city of the realised rate with respect to the 
published rate changes over plan penods 
Hie explanatory power of the published 
rate vanes substantially among the plans 
In the Sixth Plan we find essentially no 
link between the published and realised 
rate The adjusted is negative and no 
coefficients are significant Our Scvendi 
Plan data show a variety of interesting 
relationships The adjusted is positive, 
and reasonable if somewhat low In the 
linear relationship b > I, and (he elasticity 
of the collected latc with respect to (he 
published latc IS I 7 This elastic relation¬ 
ship IS reinforced when we estimate (he 
quadratic relationship Here wc also find 
a turning point value tor the published rate 
ot 123 per cent Eor the Seventh Plan 
relationships wc see there is a high cost 


Table 2(a) Sir abman Rank Corrilaiion Maikix Tvrio Rails ovir Timi 


Pub 6 

Re It 6 

Pub 7 

Kill 7 

Pub 8 

1 000(K) 

0 IS68‘» 

097412 

0 12X81 

0 68182 

1 00000 

0 II2S4 

0 26796 

0 08X14 

1 00000 

0 11178 
071S14 

1 mm 

0 23314 

1 (XXXM) 


Ki it 8 

0 21884 

0 S16I1 

010191 

010301 

0 17612 

i 00000 


Pub 6 

Real 6 

Pub 7 

Real 7 

Pub 8 

Real 8 


T\bii-2(b) Pr arson Corrfi ation MaIRIX Tirih Ratfs ovir Time 


Pub 6 1 (XXKX) 

kill 6 006214 

Pub 7 0 9S140 

Kcol 7 0 3609S 

Pub 8 0 7I6S7 

Real 8 0 12239 

Pub 6 

I fXXXX) 
0 0732S 
0 42287 
0 09617 
0 19066 
Real 6 

1 00000 

0 39010 

0 81410 

014162 

Pub 7 

1 (XXXIO 

0 3069S 

0I2S4I 

Real 7 

1 00000 

0 34130 
Pub 8 

1 OfXXX) 
Real 8 

Simue and note\ Uui calculations using 

the data in Table 1 

Pub IS published tanff rate Real is 

rcdltscd t trirf rate 6 

7 ind 8 rctci to Ihc bixlh Seventh and Eighth Plans 



Table 3 Rlorission Rlsuits 



(ITepcndcnt variable collecicd idoff nti t ratios in parentheses) 



Sixth PI in 

Severn h Phn 

Piehth Plan 


(A) 

(B) 

(A) 

(B) 

(A) 

(B) 

( onstant 

39 911 

60 969 

S2 776 

-281 870 

38 303 

83 064 


(0 802) 

( 0 38S) 

( 0S09) 

( 1 383) 

( 1432) 

(1 269) 

Published laiiff 

0 19S 

2 936 

1 248** 

6 224 

0431*** 

-2 130 


(0 142) 

(0 713) 

(2 320) 

(1 4SS) 

(1 989) 

(-1 624) 

Published Tariff Squaied 

- 

0017 


0 023 

- 

0013** 



(-0 672) 


(-1 172) 


(1 991) 

Number ol Costs 

32 

12 

32 

32 

32 

32 

Adjusted R^ 

-0 029 

0 049 

0 124 

0 133 

0 087 

0 169 

riisticity ot collected 







Rate with respect to 

0 291 

0 143 

1 667** 

2 668** 

3 969*** 

6 337* 

published rate 

(0 142) 

(0 161) 

(2 320) 

(2 397) 

(1 989) 

(2 842) 

Turning point (value of 







publish^ rale at which 







realised rate is a minimum 


86 660* 

- 

123 430* 


84 888* 

or maximum) 


(4 SS3) 


(3 226) 


(6 869) 


ht>te\ * signihcont at 01 level ** signiflcant at Oi level *** signiticant ai 10 level 
Stniiie Our calculations using the data in Table I 
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lo cutting the published rate: the collected 
rate will decrease even more than the cuts. 
If the quadratic specification is correct, 
however, for very high published tariffs 
(over 123). a cut in the published rates wilt 
raise the collected rate. 

Our results for the Eighth Plan data are 
more tenuous. The linear relationship 
reflects the Seventh Plan results; thougli 
b < I. the elasticity is quite high (4.0). 
However, while the quadratic relationship 
also yields a high elasticity estimate, the 
turning point we calculate here (8S) is 
actually a miniinuni value; as the pub¬ 
lished rate increases, the realised rate first 
decreases and tlieii increases. This re.sult 
is robust to scveial outherchecks. Perhaps 
this reflects the suppre.ssion ol ini|H)rt.s by 
the extraordinary deposit scheme initiated 
in 1991-92 If the dillerent industries 
possess different import elasticities, the 
revenue colk'ction and imports would vai-y 
even when a uiiilorm regulation is im¬ 
posed. 

IV 

Conclusion.s 

The ma|or drawback of the nominal 
pnitection measures is that they take into 
account the effect of goveinmenf policy 
only on output prices, though changes in 
the prices of iiifermediatc produefs also 
affects the incentive structure. A taiiff on 
the final product pros ides protection to the 
domestic prcKlucers by raising the product 
prices, whereas a tariff on intermediate 
inputs increases costs and dccieascs the 
extent ol protection. 'Hie elicctive latc of 
protection takes into account pi ice distor¬ 
tions of inputs as well as the final pro¬ 
ducts, I c, measures the joint incidence of 
output and input protection in domestic 
production. In this paper we have delib¬ 
erately avoided di.scussiiig the protective 
structure of the economy (Gang and Paiidey 
1996a, b|. and have concentrated on the 
apparently simple relationship between 
the realised rate and the published rate. 

Each of the measures we use is based 
on a dilferent premise, and therefore not 
strictly comparable. They differ in their 
properties and contain information on 
different aspects of protection. The pub¬ 
lished tarifi rate overstates protection 
because it does not take into account all 
the duty exemptions whereas the reali.sed 
tariff nile undei states protection because 
some tariffs may be prohibitive, or there 
may be other forms ol trade re.straints, or 
there may be a Latter curve phenomenon. 

For the Sixth Plan we fail to find a 
connection between the two rates. In the 
Seventh Plan, while it is unclear whether 
the linear or quadratic lonn better dc- 


scribe.s the relationship, the realised rate 
is quite responsive to changes in the 
published rate. This is also reflected in the 
Eighth Plan. Pritchett and Sethi (1994) 
find a weak link between published and 
realised rates for India (b = .24). While 
we find a somewhat ‘stronger’ link, it 
shows great variability. In detennining the 
Lon.scqucnces of tariff reform for India, we 
will have to look deeper than this simple 
relationship. 
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DISCUSSION 


Foodgrains Demand in India to 2020 
A Comment 

K N Murty 


IN a recent paper, Bhaila and Peter Hazell 
(1997) [BPH here after] have projected 
the likely demand for foodgrains in¬ 
cluding feed demand in India in the year 
2020 under alternative income growth 
scenarios. BPfl have u.sed the published 
National Sample Survey (NSS) data on 
per capita monthly consumption expen¬ 
diture for the 4.'lrd NSS round (1987-88) 
.separately for rural and urban areas. 
Expenditure elasticities of demand are 
c.stimated foi cereals and several other 
commodities using long-inverse Engel 
curve separately for rural and urban areas 
Aggregate demand for toodgrains I mm 
human consumption is obtained by pos¬ 
tulating per capita real income growth of 
per cent and 5.5 percent per annum until 
2020. These projcclitm.s arc called 
‘Baseline .Scenarios'. In addition, two 
other .scenarios called ‘Poverty Removed’ 
and ‘Well-Fed India’ are also attempted. 

The puiposc of this note is to point out 
some methodological problems in the 
estimation of per capita demand projec¬ 
tions' under the ‘Baseline .Scenario' 
which probably apply to other scenarios 
as well. As a result, we argue that the 
aggregate demand projections arc abnor¬ 
mally high which might create avoidable 
.scare in the minds of the public and the 
policy-maker about the foodgrain deficit 
in the Indian economy. We .shall .show that 
the aggregate demand forccreals for human 
consumption is overestimated by about 
100 million tonnes, compared to a more 
probable ttend estimate in the year 2020 
under the 3 per cent income growth sce¬ 
nario. Needless to say that the percentage 
error would be even higher under the 5.5 
per cent income growth scenario. 

MODfcL 

BPH have used the log-inverse Engel 
curve, viz, 

log y = a+b/x ...(1) 

wherp y is the per capita monthly con¬ 
sumption expenditure (Rs) on the speci fic 
commodity, say cereals, x is the per capita 
monthly total consumption expenditure 
(Rs), a and b are parameters. The expen¬ 
diture elasticity of demand^ underlying 
the above Engel curve, known as Engel 
elasticity (T| ), can be shown to be equal to: 

1 ) = - b/x ...(2) 


Hence, we expect a negative (po.sitive) 
sign for b if the commodity is a normal 
(inferior) good. It may be mentioned that 
the above Engel elasticity is not a con¬ 
stant, but varies with income (total ex¬ 
penditure) level. Differentiating q with 
respect to total expenditure gives, 
dq/dx = b/x- ...(3) 

From (3), the sign of dq/dx is the same 
a'i that of b. Thus, log-inverse Engel curve 
implies a declining (increasing) expen¬ 
diture cla,sticity of demand whenever the 
estimated slope parameter b is negative 
(po.sitive). Empirically, it has been found 
that q declines (increases) (or necessary 
(luxury) items of consumption. Thus, BPH 
were correct in assuming the above func¬ 


tional form for the Engel curve, but they 
have erroneously used the mean level 
constant ela.stjcity for demand projections 
when in fact the model implies a variable 
elasticity of demand. Further, BPH have 
used ‘expenditure’ on thecommodity rather 
than ‘quantity’ as the dependent variable.^ 
It is a well-known fact that demand elas¬ 
ticity using ‘value* of consumption re¬ 
sults in a numerically higher value than 
the corre.sponding ‘quantity’ elasticity. 

The difference between the two is re¬ 
ferred to as the ‘quality’ elasticity. We 
argue further that the expenditure elas¬ 
ticity of demand using cross-section data 
grossly overestimates the income response 
than that of using time scries data and the 
latter alone can track (predict) the observed 
consumption expenditure series well. 

Rksults 

In order to quantify the degree of 
ovcrprediction in the aggiegatc demand 
for cereals by BPH. we have taken the 


TaBIK I ()n.SfRVI.I3 AVI-RAf* ChRI AI.S Co.NSI)MinlON ANU PrKXS IN InWA 


NSS Rotiiid 


Ruial/ 

Per (Capita Monthly 

Implicit Cereals 

(Year) 


Urban 

Cereals Con.Miinption 

Total 

Price 




Quiuility (Kgs) Value (Rs) Expenditure 

(Rs kg) 

27 (IV72-7.t) 


Rural 

IS 26 

17.92' 

44 12 

1.17 



Uibap 

11 24 

14 77 

60 67 

1 11 

2« (I97.V74) 


Rural 

15 0*) 

21 00 

.52 91 

1 52 



Urban' 

11.12 

(9.01 

68 20 

1 68 

12 (IV77-78) 


Rural 

15 25 

22 59 

68 89 

1.48 



(•rban 

II 62 

19.66 

96.15 

1.69 

42 (1986-87) 


Rural 

14.28 

17.77 

140.91 

2.64 



Urban 

10 94 

11 64 

226 02 

3.07 

1.1 (1987-88) 


Rural 

14 47 

41 11 

1.59 It 

2.86 



Urban 

II 17 

16 97 

249.91 

1.31 

SO (199.1-94) 


Rural 

11-19 

68 n 

281.41 

5.09 



Urban 

10.64 

64 28 

458.01 

6.04 

Tune ."ieiie.s (1972-91) 

Rural 

14 27 

-14 78 

170 18 

1 14 



Urban 

10.96 

40 55 

259 77 

1.70 

Table 2- Estimated PARA.vun>RS of Loo-Inverse Enuei 

ClIRVF FOR CFREALS CiiNSIMFTION IN INDIA 

NSS Round 

Rural/ 


Ouantitv Rceres.siun 


Value Recression 

(Year) 

Urban 

Inlercept 

Slopes 

R-’ 

Intercept Slopes R^ 

27 (1972-71) 

Rural 

1.2450 

-15.1371 

0 96 

3 4526 - 18.5124 

0.97 



(80 2) 

(16 6) 


(81 1) (-19.1) 



1 'rban 

2.5949 

9 3896 

0 90 

2.9412 -116724 

0.97 



(61.2) 

(-10 6) 


(91.4) (-20.2) 


41 (1987-88) 

Rural 

2.9927 

-18.6828 

0.97 

4 1127 -51.77.12 

0.98 



(149 1) 

(-17 8) 

* 

(195.4) (-22 6) 



Urban 

2.5061 

-16.9894 

0 75 

3 8665 45 5112 

0,94 



(1261). 

(-5.5) 


(I82..S) (-118) 


50 (1991-94) 

Rural 

2.8384 

-54.7257 

0 99 

4 5717 -81.9758 

0.98 



(400.4) 

(-40.3) 


(229.6) (-21 5) 



Urban 

2.4081) 

-17.1819 

0 29 

4.4005 -80.6648 

0.98 

Time series 


(87.2) 

(-2.4) 


(336.8) (-21.1) 


Rural 

2.7.592 

0.11.54-0.0329* 

0.96 

3.2980 -28.4567 0.2070* 0.99 

(1972-91) 


(118.0) 

(0.1) (-6 8) 


(40.9) (-8.3) 

(12.4) 


Urban 

2.475 

-1 0886-0.0199* 

0 86 

1.1280 -19 4471 0.1904* 0 99 



(97.1) 

(-.7) (-4.1) 


(38 2) M.3) 

-0 _— 

(128) 


*With le.'ipecl.lo cereal.s price. 

A'fVe.v.' I Functional fonn: Log (ceival.y) = Inlefccpt + Slope* (I/Total Expenditure) 
2 Values in parenthesis are estimaiei) t-ratios. 
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consumer expenditure data tor \ix NSS 
rounds which are considered large in terms 
ot adequate sample si/e Fable 1 gives the 
observed average per capita monthly 
cerealsconsuropiion, total expenditure and 
implicit cereals price for dilfcrent NSS 
rounds separately tor rural andurban areas 
ot India We notice that the average quantity 
ot cereals consumed shows a declining 
trend though not secular However ex 
penditurc on ceicaK increases as may be 
expected duetuiiseincciealspnce lotal 
consumer expenditure (nominal) also 
increases ovei time (NSS lounds) thus 
decline in cereal quantity consumed with 
rise III total consumer expenditure wi 
expect a negative c xpenditurc elasticity ol 
demand using time senes quantity legrcs 
Sion But Lngcl elasticity estimated loi 
each cross section would however hi 
positive due to increase in cereal con 
sumption expenditure with use in total 
expenditure keeping ceie.ils pncc constant 
Fable 2 contains estimated paiaincleis 
of log inverse lngcl cuivc tor three 
specific NSS louiulsaswellastiiTicsenes 
(mean level) data lor all the NSS rounds 
between 27th and SOth (1W3 ‘)4) Fhc 
sign ot the b parameter in all these re 
gressions is as per prior ex|K'ctation he 
goodness ol fit measure is not so high 
in the case ol quantity regression loi the 
urban India SOih lound I he pi ice response 
of cereals quantity (expenditure) to cereals 
price IS negative (|H>sitivc) and signilieant 
as expc'cted However the own price 
elasticity ol demand lor cereals quantity 
will be negative in the latter case also 
Table 3 gives the estimated average 
(mean level) expeiulituic elasticities ol 
cereals qu.mlity value and quality using 
log lineal aiitl double log f ngel eiiives 
these estimates conlorm to our a pnoii 
expectation icgaiding sign as well as 
magnitude Divuhie lug Engel curve in 
general seems to oveieslimate the cross 
section expenditure elasticity ot demand 


lor cereal quantity, value and quality The 
expenditure elasticity ot cereal quantity 
based on log-inverse regression using time 
senes data is found to be negligible The 
rural-uiban differences in expenditure 
elasticities are also plausible Expendi¬ 
ture elasticity ot demand tor cereals is 
higher in rural areas than in urban seg¬ 
ment It has also dec lined over time (NSS 
lounds) As suggested earliei, we find 
that the value elasticity ot demand is 
I iigerthanihc quantity elasticity imply¬ 
ing positive quality’ elasticity The 
quality elasticity seems to increase over 
lime 111 India Fliis shows that income 
lesponse to quality is positive and m 
creasing tor cereals in India 
fable 4 contains demand protections 
loi cereals, both tx po\t&r\A ex-ante, under 
dtcrnati ve approaches I egarding the value 
ol expenditure elasticity ot cereals de 

1 Miir 4 i)i MANi] Pnojrc iions ion Ccrcals 
1 SDCR Ai n-RNsnvv Sc i-narios 

(Milium tom) 


>c ir 


1 


Demand Sccnano 



2 


1 


4 


X 


1972 

71 

97 

T 



97 

1 

97 

1 

97 

1 

1974 

74 

98 

4 



99 

7 

96 

2 

98 

0 

1977 

78 

lOX 

1 



107 

2 

104 

X 

104 

6 

1986 

87 

122 

8 



IXI 

i 

122 

X 

124 

2 

1 >h; 

88 

127 

2 

127 

2 

IXX 

9 

124 

4 

126 

0 

1 )9() 

91 

111 

7 

144 

4 

179 

X 

140 

4 

141 

2 

1991 

92 

112 

9 

148 

1 

I8X 

9 

141 

0 

142 

0 

1 )92 

91 

116 

1 

1X4 

1 

192 

X 

114 

6 

I4X 

8 

1991 

94 
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X 
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2 

147 
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4 
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6 
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holt 1 he per Liipila income growth rates used 
here art I 2pcrccnt 2 7X percent and 1 0 
|icr cent during I97()s tShOs 1990s and 
beyond respectively 

Ol miiiul Si 1 mil lo lui u d on (1) Observed 
pci c ipila inonthiv consumption (2) Ex 
(lenditure elasticities ot Bhalta and Peter 
Ha/ell( 1997) (tlFxpcnditureelasiieities 
using log inverse Fngel ( urve (or 27th 
NSS Round (4) Tune series quantity re 
gixssion using doodle log Cngcl cuivc 
(S) Time series quantity icgrcssion using 
log inverse Engel curve 


Tabu T EsnsiAiio Avi-rai r Fxitnoih ri Ei csiuiti oi CrRrAis CoNsuiurrios it India 


NSS Round 

Rural/ 

Hihin 


Fmh luliture ClasticKy Using 


Log inverse Fngel ( urve 

Double log Eneet Curve 


(Quantity 

Viluc 

Gualily 

Quantity 

Value 

Quality 

27 (1972 74) 

Rural 

0 IX 

0 42 

0 07 

0 41 

0 49““ 

0 08 


t iban 

0 IX 

0 24 

0 07 

0 22 

0 4X 

0 14 

28 (1971 7ll 

Rui il 

0 42 

0 41 

0 09 

0 46 

0X9 

0 14 


I’lh in 

0 20 

0 28 

0 08 

0 4X 

0X4 

0 19 

12 (1977 ■’8) 

Rm.tl 

0 19 

0 22 

0 04 

0 X7 

0 68 

0 II 


1 lb in 

I) 14 

0 IS 

0 (HI 

0X4 

0 60 

0 07 

42 (1986 87) 

Kur il 

0 22 

0 28 

0 06 

0 t9 

0 62 

0 14 


Uib m 

0 21 

0 22 

0(X) 

0 64 

071 

0 08 

41 (1987 S8) 

Kuril 

0 24 

0 44 

0 08 

0 27 

0 4X 

0 08 


llih III 

0 07 

0 IS 

0 II 

0 07 

0 21 

0 14 

X0(I987 88) 

Ruril 

0 19 

0 29 

0 10 

021 

0 41 

0 10 


Urban 

0 04 

0 18 

0 14 

0 04 

021 

0 18 

Time Series 

Rural 

0 (K) 

0 17 

0 17 

OOX 

OOX 

0<X> 

(1972 94) 

Uibin 

0 (X) 

0 IX 

0 IX 

OOX 

OOX 

000 


Von Time senes regie ssions arc b,ivcd on mean lest I data tor all the available NSS rounds between 
27th ind SOth 


mand, the type of data used and the Engel 
curve functional torm Hie results clearly 
show that BPH have overpredicted the 
aggregate cereals demand by 20 million 
tonnes f 14 per cent) by 1993-94 itsclt If 
the same methodology is used starting 
with 27th round (1972-73) NSS data, the 
degree of overestimation would have been 
three times higher (44 per cent) compai ed 
to the observed data available tor 1993-94 
Time senes regressions seem to be pre¬ 
dicted the aggregate demand more accu¬ 
rately Use of constant expcnditureelasti- 
city, based on time senes data (Demand 
Scenario 4) would have reduced the 
overprcdiction of cereals demand sub 
stantially The best’ predictions seem to 
be based on declining expenditure elas¬ 
ticity using log inverse demand curve with 
time senes data after incorporating ccie 
als price as an additional explanatory 
vanable In comparison to the demand 
projection by this model. BPH have over 
predicted the aggregate demand tor cereals 
in India by 80 million tonnes a stag 
genng 42 per cent eiioi in the year 2020 

Notes 

(I am ihanklul to Ashok Gulali fur bringing ihi 
BPH artiile to my notice and detailed di!>cussians 
on the issues involved liowevci I only am 
fusponsible f()i the views expressed here) 

1 Asa general observation the method of dem.tnd 
projections using Engel cuivc is somcwh,it 
outdared .md underlies questionable assump 
lions these include assumpiions like (i) con 
sumption of a commodity depends only on the 
income of the consumer (n) prices have no 
influence on consumption (in) income distn 
bulion IS stable over lime and plays no role 
m dereniunmg the aggivgatt consumption 
and (iv) consumer tastes and pafcixnccs ue 
stable over time 

2 In empirical demand analysis the phrase 
expenditure c lavtic ity is used to imply demand 
elasticity with respect to total consumer 
expendifure since data on consumer income 
arc not available This should not he confused 
with the tvpe of data used expenditure oi 
quantity fur the dependent variable BPH 
probably have used the phrase to leprcsenl the 
nature of dependent variable viz expetiditua 
on an item 

4 Useof expenditure onaiiitcinasthedependent 
variable is unavoidable in cases where 
quantity data are not observable 
4 However in the case of lime senes regression 
for rural India with the quantity of cereals 
consumption as the dependent vanable the 
sign of b IS found to he positive though not 
statistically significant This implies that cereal 
IS an infcnoi commodity i c as incbinc in 
creases letenspiinhui there will be a decline 
in the quantity consumed of cereals 
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West B^b^l^conomy since Independence 

A vet o( spctul studies discussing different facets of West Bengal's 
development since independence taising questions of development and 
politics not only in that state hut in the rest of the country ab well 
2973 To what extent can tlic end ol the agiarian impasse in West 
Bengal he attributed to the land rcloim measures canted out by the Left 
Front gosernment' 2979 The changes in the agrarian stiucture m West 
Bengal have reduced (he incidence ot rural poverty hut thtough (heir 
cllect on agiKuilural development and not their distiihutiona) impact 
2987 The pciiod ol high agricultural productivity gtowlh since the late 
1970s has also witnessed the use ol an mtonnal credit market 
Loinpiising tiadcis catering to the working uapttal needs ot larmuis 
2997 llic incidence ol uiban povetty and inequality piescnts a more 
sciious challenge to policy makers in West Bengal than ruiiil poveilj 
which has sitowii a shaipcr decline in the 1980s tlianks to Ihc rise in 
amiculluni prodiii tiMty 3003 ('onsiiuction ol a disinci development 
index toi West Bengal shows that employment gencratio i programmes, 
land icloini measutev and development ol soeial infrastiiu.tute arc the 
most ctlcctive agents ot dislrict-lcvcl development in a dc entralised 
planning set up 3019 fluina i ilcvelopment levils vary sliaiply atioss 
West Bengal s disiiiiis but lavoui the more uibaniseii icuions 3027 
Study ot the uibanisation piocess duimg lOSi 91 with Kteicncc to 
changev m workfoicc vliuctuie and iiihan lural pioduclivitv gap brings 
oul ilic relative iinpaci ol industiial stacMialion and agiicultuial giowth 
3033 \ physical inliaslruciurc development index icvcals lust 

vtowmg icmonal disparity witli plan tnitlays plaving little lole m this 
iig.iid and second the rcspiinsihility ol regional imbalance m physical 
mil istiucluic loi rising income dispaiity acioss legions 3039 
C ompaiative analvsis of West Bengal s industrialisation expeiienct wiih 
that ol seven leadinu industiialiscd stales 3049 Study of the pattern 
cl indnaiiai giovvth m West Bcnual m the lavt two decades (ocuving on 
ilic iclativc pcitoimancc ol laigc and medium mdusltiev and small and 
mtonnal iiukisincs and ol basic and capital good industries and 
indusirits pioducing i onvumet goods 3061 Has the precipitous 
decline of West Bengal manulactuiing since independence rcMlIy been 
(he outcome ol capital ilighi m icaction to lahoui resistance’ A closet 
look 3067 Hav the relative vuengih ol labour organisation and labour 
movements atlcctcd the pattern ot lahoui use in Calcutta s inloiinal 
sccloi ’ 3075 How impoitant has been the role ol commcicial bank 
credit in West Bengal s economic growth compaied to that in other 
states’ An analysis ol cedit-deposit ratios in West Bengal and 
some selected othei state's 3081 


Bihar's Para-Democrac> 

Vfcliopitliiaii antlvscs cl Hihai 
have been so obtuse iicd bv the ^ 
cliches ot poverty and back ' 

waidncss that signilieant e'ccnoinie 
developments in the stale and 
their impact on politics h tve 
been ignored 2959 

Banking Sector Reform 

Greater attention to the problems 
ot political meddling, bureaucratic 
control, industrial mlations and 
governance in hanks arc likely lo 
yield a more meaningful pciception 
of the ills of public scetoi banks 
than the current /cal to cast the* 
Indian hanking system in the 
image ot American hanking 2954 


Gandhisagar Dam 

1 he Gandhisagar dam in Madhya 
Pf idcsh lies close to two nuclear 
power plints a he ivy w itct 
project two power pi mis under 
cons ttuction ind the eiowing city 
ol Koti Meticulous satelv 
me isurcs need Ihcrclore to be 
taken But is this being done’ 2957 

Science and Politics 

I he link between the earlier left 
ipproachcs lo indigenous scientific 
traditions and their more recent 
cullurdist counterparts needs to be 
strengthened through the class 
analysis available m the (oiincr 
and the ciiltuial analysis in 
the latter 2964 


LETTERS TO EDITOR 


Off-Key 

IT IS unlortiin.ite that even tiont rank 
eu)IU)llll^t likePrabhal Patnaik(PP)view 
the Nobel Pii/e in economics and indeed 
ihepiotessionoleconomics wilhacertain 
prejudice Ii is even more regrettable that 
PPhas taken the happy occasion ol Amaiiya 
Sen s receiving the pri/e lo have a dig at 
the Nobel C ommittee s past c hoices and 
also at so called conservative, inainstieam 
economics ( Amailva Sen and the T heory 
ol Public Action Novcmbci 7) 

L el me hasu n to iidd that the 41 laurc ales 
honouicd so lai .lie ;io/till 4^ bisiicono 
mists in the iiiciit hisioi) ol niodein 
ccononiics In smh a long list ol jni/e 
winners spannme ovci tlirei. decades 
chouesaie hound lo be eenilioeeisial mil 
at limes ivm downiiglii wioiu> 

Howevei loeasiasjKMsionsonilic tntm 
seleelion p.iiteiii so lai does not do jusiiec 
either lo Ihi i ledi nlials ol the Selection 
('oiiimitii e leoniprismg eminent i‘cono 
niisis .IS well) mil moie impoitantly to 
the sehol us who base been the ri-cipienls 
ol the aw nil so lar It is disheaitening lo 
Hole that m PP s view the likes ol 
Imheigen S.mnielsoii know llieks 
l^•onllel Koopmans Klein Dehieu and 
.Si>h)w ilo menlion a select lew ol the 
gmxy ol awaid wmneis) meiely engaged 
ificmselves in iiielcvant loimal as 
opposed lo substaniivc' lese.iieh Wh.il 
ever mas be one s ideologieal pi'rsu.ision 
It IS beyond ((uesiion ih.it these scholais 
have ciniched the sen nee ol eioiiomics 
as mde'c'd hive so iniiiv olhei. vIk' uii 
toilun.ilelv have not Ken so hon iiied 
Adinillediv in|usliee has been dom lo 
some lowcimt: liituies in economies sueh 
as Joan Robinson Kahn and K.ild(si ainont.’ 
others Howevei it needs lo be leniem 
beied Ih.il even among those whom PP 


would perhaps place in ‘mainstream' 
economics there have been exonomists ol 
high stature and lepute such as Harrod. 
Hahn Baumol. Habcrtcr Gcorgcscuc- 
Koegen Machlup Mundcll and a host ol 
oiheis who have lelt their ineleliblc im¬ 
print on development ol economics and 
V et have been denied this honoui It is not 
as 1 1 injustice has been inllictcd only upon 
I ell-wing economists 
rliming lo ihc charged thecommittec's 
complete ignoi ing of economists outside 
ol the I'S .uid Western Euiojie” this may 
liave eonsidcrably more to do with the 
history ol development ol economics, with 
I host ol Ameiican. tnglish and west 
I inopean universiiies lor long remaining 
centres ol ac.idcmtc excellence Clearly, 
coniiibuiion i.ilherlhan geographic loca 
lion seems lo have K‘cn the deteimining 
I icior (,it least on the majority ol occa¬ 
sions) behind the Nobel C'ommittee’s 
selection (Had Kahn and Jo,in Robinson 
got the pri/e. ihe award would still have 
ii maiiud in wcsiein 1 urojic in any case i 
I asily to sav that the very tact that the 
Nobel C’omniittee has given the .iward lo 
Sen tellects a lealisaiion on its part ol a 
luid to esl.ihlish its credibility" is to be 
cxiicnicly unl.iirto Amaitya.Senfwhohas 
.ilways held economists such as Ariow m 
Ihc highest regard) to past NoK'l laure¬ 
ates and to the piolession of economics 
at III ge Is PP suggesting thereby that the 
cicdihiliiy ol the comimitcc is now estab 
lisliod bv has me m n the award only to 
Sin’ such lemaiks could have been 
sw illowed had they come Irotn. say. a 
jouin ilisi (Indeed some journalists would 
have us bclicvi that Sen almost got the 
pii/e toi Ins scculai credentials and tor 
ojsposmg the ,N Bomb') However, lor a 
distinguished economist to pass such 
jiidgnienls is. to say the least, pathetic In 
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any case the Royal Swedish Academy has 
not prevented otlier institutioas/individu- 
als from conferring an ‘alternate Nobel 
Pn/e’ probably starting posthumously 
with Karl Marx him!>elt 
To sum up, whatever differences or 
misgivings one may justifiably have about 
some/nuny choices of the Nobel Committee, 
let us also ask ourselves this question if 
tomorrow’s Schumpeter were to wnte the 
History of 20th Century Economics, how 
many of the Nobel laureates so tar can he 
afford lo ignore'’The number, I am afraid, 
will be veiy small While taking just pnde 
in.Scn’sgettingtheaward, whicji was doubt¬ 
less long overdue, let us not get carried 
away to directly or indirectly caricature 
other equally eminent and great econo- 
niists who, mculentalh, have also been 
Nobel laui cates 

C S DtSHPANOL 

Mumbai 

Renaming Land 
Acquisition Act 

WALTER FERNANDES (October 17- 
30) exposes Ihc insensitivity ol Ihc gov¬ 
ernment towaids Ihc social rehabilitating 
the poor people In lact, proppiiig-up of 
Ihe feudal Land Acquisition Act 1894 lor 
moi c than a century, by numerous amend¬ 
ments, with no change in basic content, 
IS enough indication ot the inherent con¬ 
tusions It sits on Fherctore, evoking 
political will, overnight, in these days ol 
short-lived governance is hardly expected 
In Ihis^ respect power minister P R 
Kumaimangalam m his speech when he 
laid the foundation stone ot Ihe NHPC 
oHice on November 7, at Faridahad 
(Tht Stalewuin, Calcutta November 8) 
termed environmentalists like Sundarlal 
Bahuguna and Medha Patkar as eco-ter- 
roiists and thundered on aKiut dire con¬ 
sequence to the NGOs taking up the 
environmental cause It this is any indi¬ 
cation, the governineni is desperate to 
achieve economic development ol the 
country at a social cost As such, very little 
option IS let! to the community-based 
organisations other than uniting all right 
thinking persons and build up a sustained 
eilort to counsel the government for up¬ 
holding social justice The real merit of 
this clforl will however he in finding the 
less costly and scif-sustainabic alternative 
developments The first agenda of action 
should bi; to get the government tochange 
the title ol Land Acquisition Bill to Land 
Procurement Bill 

H Masdal 

Calcutta 
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Performance Counts, After All? 


E ARI.Y poiiucrs to the outcome of the elections to the 
tour Ntatc assemblies have only just begun to be available 
as we go to press In any ease, the results of first-past-the- 
pi ist c led ions tend to overstate the underlying political shifts. 
Hven so. available indications suggest that these elections 
have advanced and consolidated the mator change in the 
political scene since the Lok Sabha elections and the for¬ 
mation ot the BJP-lcd coalition government in Delhi: the 
I apid re-enicrgcncc of the Congress as one of the two principal 
poles ol politics at the national level. In that context it was 
fortuitous that in Madhya Pradesh, Rajustlian and Delhi, the 
three ma|or slates which went to the polls this week, the 
elections involved a direct contest between the Congress and 
the BJP, with none of the other parties playing a role worth 
mentioning. With the Congress seemingly poised to register 
resounding victories in Rajasthan and Delhi, as had been 
gciK-rally expected and predicted by the numerou-s opinion 
polls, and to retain power in Madhya Pradesh, contrary to 
expectations and predictions, the party will have vastly 
enlarged the options available to it in terms of strategy and 
tactics in the months to come, certainly <Hit of proportion 
to us present numerical strength in the Lok Sabha. It is even 
less neccssaiy now than beiore for the Cnngre.ss to he jostled 
by political hustlers of different hues into hurriedly bringing 
down the BJP-lcd coalition, though it must be said to the 
credit ol the party leadership that it had tiie sagacity to resist 
such prcssuics even at a time when the hustlers seemed to 
be calling all the shots and the Congress's own situation 
appeared hardly short of desperate. Indeed the turn-around 
in the party's fortunes has not a little to do with that cxcrci.se 
of restraint. 

One notable feature of the election campaign leading up 
to this week’s polling was the. relatively speaking, softer 
focus on secularism and communalism. certainly as com¬ 
pared to the Lok Sabha elections. And yet the voting trends 
do suggest that tiK Congress has been largely successful in 
winning back the Muslim vote. This particular straw in the 
wind as well the indications of significant scheduled caste 
and tribe and even backward caste support for the Congress 
arc likely to alarm some of the Congress’s would-be allies, 
such as the Sama|wadt Party and the Bahujan Samaj Party, 
as much as they would the BJP and have obvious implications 
lor longer-term political ties between these parties and the 
Tt’ongre.ss. With secularism mercifully sideHned as the all- 
impurtant election issue, one would like to hope that the 


quality of governance, the performance of the govern¬ 
ments whose future wa.s at stake, was an impnnanl. even 
perhiqis decisive, factor determining the people’s prefer¬ 
ences. It may not be altogether fanciful to suggest that a 
significant number of the BJP's traditional supporters-Were 
sufficiently put off by the record of the BJP-lcd coalition 
at the centre and that of the BJP state governments in Delhi 
and Raja.sthan to overlcxA their duly by Hindutva. On the 
other hand, judging by currently obtaining standards, Digvijay 
Singh’s Congres.s govemmcnl in Madhya Pradesh was 
definitely a cut above the average, with its earnest efforts 
to iinpiement panchayati raj and .some innovative programmes 
.such as the education guarantee scheme to spread school 
education, and survived the dire predictions of political 
pundits and pollsters. 

If the importance of governmental performance is in fact 
the message the voter has conveyed to poi iticians and political 
parties through these elections, then the outlook for the BJP 
must he reckoned to be father grim. For one thing, its already 
fnsky coalition allies, having seen the evidence ot the BJP’s 
vulnerability, are likely to be even more prone ui opportu¬ 
nistic posturings and manoeuvres, further complicating the 
task of .stable governance. For another, within the BJP family 
the votaries oi ‘swaJeshi' are likely to turn more strident 
in Ihcir opposition to many of the government's stated 
policies blaming these for the party’s electoral reverses, just 
as others in the BJP, the RSS and the Vishwa Hindu Parishad 
can he depended upon to find the explanation in the BJP 
leadership’s neglect of the Hindutva agenda on coming to 
power. Itisdifficult to think ofamore potent recipe for making 
confusion worse confounded. The task before the Congress 
leadership is scarcely less daunting. If the party’s political 
strategy is geared to facing a Ix)k Sabha election in some 
two years or less, then it has little time to lose in addre.s$ing 
the task of rebuilding its organisation over most parts of the 
country, but especially in the northern behemoths of UP and 
Bihar. The attempt to re-estahlish itself in these states will, 
apart from the inherent difficulties of the task, ncccs.sartly 
bring it into conflict with the Samajwadi Party and the 
Rashtriya Janata Dai which have been promising it uncon¬ 
ditional support if only it will take the initiative to dislodge 
the BJP-lcd coalition and form an alternative government. 
Making that kind of a choice requires a puny with a clear 
view of its long-term goals. Will the Congress leadership 
live up to its promise of the last few months? 
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POLITICS 

Scapegoats and Victims 

IHL sciipegiMt during Indiia Gandhi s 
ruk was iK (TA Under the Vaipayee 
Advani leginii, il is the ISI Inter Services 
InielligLni.e ot Pakistan Not a single day 
passes without the union home tiiinisur 
distoveiing ISI ag< nts sonitwheie 
Ihe home ministiv recintlv made a 
picsentation to i!r consultativi loitiiiiiI 
tec ol pulhtinciit .iltachcd lolhc ministiv 
about ISI iclivilits in India II one is to 
bi'lii ve the ministiv the ISI has its agents 
in evk IV St ue lioni the noiih e isi to the 
deep south llu ISI is also ilKi'edtohe 
iundine various local oiginisations to 
loilleilt trouble III llu II lespeelive lie is 
( urioiislv eiioueh diirim' llu ptisinla 
lion the liiinisti V I nleeltopiov ide speeilie 
details when asked toi h\ members ot the 
eoniniiltee As iiesulleve'nilu MPseould 
not sioinieli the nimisiiy s larletihed 
el inns anil sonu ol iluin warned llu 
goveinnieni not le> use the ISI to explain 
awn eveiv iiieonvenieni happening 
Ihe iriepiessible I nal ill'll i an ally ot 
the BJP has gone i lep lllllhel She has 
diseoveied til It the Saudi boi 11 multi 
niillion iiri leiioiisi le iilei Osima Bin 
I alien visited Hvdeiabid in order to 
oigniise ihe ( oinibiioie blasts in I ibiu 
iiy this vear Ihinkliillv however in 
other HIP illv the leluguDesaiti which 
lilies Andhia Pi lele sh has disclaimed 
knowli'dge ol in\ such visit or Ihe pies 
enie ol ISI n'e Ills in tint si ite What is 
■iina/ing is that even i seiiioi ( ongicss 
man like V \ tiadml who is a niembet 
otilu party s( eiitral Working I ominilice 
and was till recently its spokesperson has 
ticcn gullible cnoin!h to he taken in bv 
lavalalitha s sioiy In i loni: ailicle in a 
nitional newspaper he has berated Ihe 
government loi having tailed lodeleelaiid 
pie vent Bin I aden s visit to India In lael 
liidging bv Ihe intensely tmgoisl tone ol 
his aiticle one wondeis whether Gadgil 
IS lelually planning to |oin the Sangh 
pans ii I ehomg ^dvanl s paranoia that 
the ISIhasviiiuillveneitiledlndia Gadgil 
assents ih it seeuritv cannot be saeriliii'd 
at the lit II ol seeiilarisni He then all but 
gives a e ill loi 1 ilin America type- vigi 
lante opeiations 1 he south are intensely 
patnotie and the v w int action oriented 
programmes to guide them all youth 
organisations should Ik iski*d to under 
lake a programme ot helpini: the police 
in deice ting and identilvmg loreigners 
illegally slaying m India 


The manner in which Advani and his 
ministry are conducting the anti-ISI cam¬ 
paign IS inevitably leading to an atmo¬ 
sphere ot Indisen inmate suspicion against 
members ol Ihe minority community A 
kind ot witch hunt has already started in 
the walled c ity ol Old Delhi Hundreds of 
Muslim tamilies residing there for genera¬ 
tions ail bung aski’d to prove their 
nalioiiality or taee deportation to Pakistan 
I hcv have been served notices by the sub 
divisional magisiralcs in charge ot these 
iieas staling that since then lorctatheis oi 
picdc'ce'ssoi e who had owned Ihe property 
weic Pakistani nationals they must ap 
pear beloic the magistrates and prove 
then nalioiuhiy Ihe piohiem has arisen 
because sonic members ot these Muslim 
noiiseholds mav be living in Pakistan or 
be I luse some among these households 
hid bought Ihe houses trom the oiigmal 
owneis who are now living in Pakistan 
But It IS the he'ight ol absuidity tor w Inch 
oui Iniicauciacv is notorious lo biand 
these people* as toieigneis ind deprive 
them ot iheir homes just because say 
die houses ihi*y are occupying once be 
longed lo persons who arc now m Paki 
Stan Sigmticantly the administialioii is 
lelusing lo honout the voteis lists, elec 
lion idenlilv cards and ration cards as 
piool ol Ihe nationality ol these Muslim 
icsidents ol Old Delhi Clearly there is 
I ni'iaiious political game behind this 
ulmiiiisliative persecution which was 
l.iuiuhcd immediately after the BJP-led 
government was sworn m 

B\NKS 

Heavy Burden 

\ loiu sinmtknl u riU v 

AS p.irl ol the mid year review ol mon 
etaiy andcfi'ditpolicy RBI has announced 
I number ol steps to improve the lunc 
Honing ot our banks Howevci it is one 
thing todemand that ourcommerc lal banks 
should function elficicntly It is another 
to cieate conditions which instead ol 
improving the banks’ functioning will 
actually make it more and more ditfieult 
lor them lo improve their efficiency The 
latest package announced by the RBI 
appeals to do precisely the latter by cre¬ 
ating a situation which could pose dilfi- 
I ullies in the way ot the hanks in improv¬ 
ing thcirclliciency By prescnbmg higher 
capital adequacy norms and raising pro- 
V isionmg requirements tor certain types 
ol investments by banks, the RBI can 


certainly claim to have tightened effici¬ 
ency norms, but the question is whether 
such tightening will make their funding 
more elficicnt in some narrow sense or it 
will make them lespond better to the pre¬ 
vailing economic situation Let us not 
forget that industrial production has 
slowed down sharply with economic 
growth at its lowest tor the dc'cade ot the 
1990s fcxport growth has tome to a 
virtual halt lately and inflation has raised 
Its head higher week alter week, with the 
impact being the severest on items of basic 
consumption 

Let us start with the decision to raise 
the capital adequacy ratio Irom 8 to 9 pci 
cent WithWperccnioi soolourcomnicr- 
cial banks still in the public sector the only 
way ihcv can conform to (he higher capital 
adequacy ratio in most cases it not ail 
wi II be lor the government to take recoui se 
to the purely book transaction whereby 
•none y contributed by go vei nment as addi 
lion.d equity will be take n hack without 
taismg Its fiscal deficit It is nol clear how 
this will at all raise the linancial strength 
ol the banks whatcvci the Narasiinham 
Committee may have suggested 

On the one hand, the RBI gneves 
over the lact that the non [lerforming as 
sets (NPAs) ot Ihe hanks are on Ihe high 
side On the othet hand the RBI's deci¬ 
sion to tighten norms will result in adding 
lurther lo die NPAs and iheretore the 
amounts to be shown b> the banks as 
provisions The profitability ol Ihe banks 
IS hound to be advcisely atlccted, as a 
consequence 

On the impact ot (he additional provi¬ 
sioning requirements announced as part 
ol the* mid tcim review the RBI in 
accepting the tecommendalions ol the 
second Narasiinham repott in icgard to 
government and approved securities 4 
has decided in lavoui ot risk wcightage 
ol 5 per cent (with 2 5 per cent risk 
weightage becoming immediately appli¬ 
cable) m the same manner as for normal 
bank advances The grounds oltcred are 
totally spunous, namely, that there is no 
dittcrence between investment in govern¬ 
ment and approved securities on the one 
hand and normal bank advances on the 
other Immediately, this will impo&c an 
oncnius burden on the banks and un¬ 
necessarily depress their profitability, I 
particularly in the current situation when 
banks have parked an unusually large 
proportion ol their funds in government 
secuntics 

The new policy is even harder on 
government-guaranteed loans with the 
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prescription of an additional 20 per cent 
provisioning against such guaranteed 
securities of government undertakings 
which do not form part of the market 
borrowing programme of the government. 
This will impose a heavy burden on the 
hanks, when it becomes effective from the 
^ next financial year. It is not without reason 
that fears arc already being expressed in 
various quarters about a possible shortfall 
in the profitability of the banks. At the 
same time, given the advance notice RBI 
has thus .served with regard to government 
guaranteed hank loans, it is only to be 
expected that banks will start shunning 
states whose guaranteed loans have had 
defaults, thus tilting the scales even fur¬ 
ther against states at the lower rung of 
development. 

Thus it is not just the banks which will 
he adversely affected as a result of the new 
requirements with regard to income 
recognition and provisioning norms an¬ 
nounced by RBI. but also the borrowing 
capacity of the .state governments, particu¬ 
larly those which even under existing 
conditions do not get their due share ot 
bank investments and advances. 

HUMAN RIGHTS 

Dealing with Torture 

IN recent years there has been growing 
awareness that tortum not only causes 
physical distress but has long-term con¬ 
sequences With this has come an aware- 
ne.ss that tictims of torture can benefit 
from medical help. For some decades now 
dedicated medical profcs.sionals have been 
struggling against grave odds in different 
countries to evolve methods ol treating 
survivors of torture. This deliberate 
mcdicalising of the i.ssuc has .served a 
useful purpose. Often in many countries 
medically-oriented groups have been 
able to function relatively securely and 
provide medical help and social support 
to victims of torture without attracting the 
notice of the state. In Pakistan, for in¬ 
stance, for years a medically-oriented 
group has treated and taken care of the 
hundreds of victims of the war in Afgha¬ 
nistan. The International Council for 
Rehabilitation of Torture Victims in the 
Netherlands has done pioneering work 
in the field of evolving methods of diag¬ 
nosing injuries, mental and physical, due 
to torture and other violence. This has 
also made it possible for networks to 
develop acro.ss countries, so nece.ssary for 
evolving new methodologies and, even 


more impoitantly, for documenting the 
different methods used by various state 
agencies. Over the years, however, it has 
become clear that care and rehabilitation 
of victims is too insufficient an interven¬ 
tion and if torture and the inflicting of 
violence on dissenters and on the power¬ 
less and the underprivileged is to be 
curtailed, there has to be a more broad- 
ba.scd movement which locates medical 
approaches to care and support in a po¬ 
litical perspective. 

This recognition has led to the evolution 
of such organisations as the Physicians for 
Human Rights and the UN Fund for 
Victims of Torture. Professional associa¬ 
tions like the British Medical Associa¬ 
tion (BMA) have begun to actively par¬ 
ticipate in the documentation of torture. 
This first initiative of the BMA in the form 
of a widely distributed book. Medicine 
Betrayed, has led to a new project which 
acknowledges torture and violence as 
public health issues. More recently the 
World Health Organisation has launched 
a project on Violence on Women which 
IS not only documenting the nature and 
extent ol violence that women are sub¬ 
jected to, but has also directed efforts at 
sensitising medical professionals to the 
issue. This is a difficult la.sk, however. 

By its nature and evolution, the medical 
profession in post-colonial countries has 
tended to ally with ruling regimes and 
authority structures. Often the medical 
sy.stcm and health professionals are the 
lirst to know about torture or violence. 
When slate authorities subject people to 
iiirture a d«K'tor is often present. Whether 
coerced or otherwise, it is the doctor who 
certifies to the victims' continued state of 
good health to undergo more torture. The 
medical system is also approached in the 
lirst instance for care in cases of. say. 
rape or assault. And yet, whether due to 
ignorance or because of a reluctance to 
oppose authority, the medical professional 
generally refuses to both treat the victim 
and document evidence which would help 
in the conviction of the perpetrators ol 
torture. It is only recently that local medical 
as.sociations have begun to address the 


issue. The Indian Medical Association, 
for instance, in collaboration with the 
International Council for Rehabilitation 
of Torture Victims has instituted a dis¬ 
tance education programme aimed at 
sensitising doctors on all aspects of caring 
for victims of violence and imparting new 
skills. 

The issue of violence has of course been 
a live concern, even an everyday concern, 
for people's organisations and movements. 
At that level they have learnt to deal with 
the con.\equcnces of violence, but have 
often been handicapped by the lack of 
medical insights and skills. It is this gap 
that needs to be urgently filled. The 
international conference this week-end 
on Preventing Violence and Caring for 
.Survivors organised by the Centre for 
Enquiry into Health and Allied Themes 
in Mumbai has brought together groups 
from all over the country and other third 
wc)rld countries for just this purpose. The 
wide ranging deliberations have brought 
out that the experience of violence is far 
mure widespread than has been acknowl¬ 
edged and the consequences uniformly 
shattering. Medical models of care, al¬ 
though inadequate, are a first step in the 
process of rehabilitating the .survivors. 
More importantly, becau.se methods of 
violence inflicted by the state or those in 
power arc so universal, it is possible to 
coalesce responses in terms of care and 
rehabilitation. 

But the very acknowledgement of the 
health con.scquences ot violence by medi¬ 
cal pnilcssionals and the health system 
poses a new challenge to the state and the 
perpetrators of violence. They now have 
to confront and di.scipline a strata of 
society which has been their ally (and 
sections of which continue to be so). 
Moreover, the professional clas.scs, espe¬ 
cially the medical prole.ssion. have his¬ 
torically been legitimisers and validators 
of political regimes. It is this dilemma 
which makes the state vulnerable and also 
offers an opportunity lor creating political 
space for a con.solidation of .social move¬ 
ments and the medical profession in coun¬ 
tering violence. 


West Bengal Economy since Independence 

We are grateful to Amiya Kumar Bagchi to whose patient efforts we owe 
the papers on ‘West Bengal Economy since Independence’ which arc published 
in this issue. 

-Ed. 
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Money and Hanking (Ks tnuei 
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2029(181) -18887(-84 0l 


48006(161) 9809(3 1) 8293(20) 

26829(120) 29117(113) 30780(162) 
12984(44.9) 8845(267) 9534(491) 


99811(19 7) 
48677(164) 


71780(16 8) 
24186(96) 


40790(13 1) 26880(109) 
28192(148) 28711(186) 
1367.1(704) 4412(29 4) 


from Resurgent India Btuids (RUs). cxcladuig these prooeeih. Hie ycar-on-year growth rate would be 


1998-99 1997-98 1996-97 199V96 1994-95 1991-94 1992 91 


1998-99 

(Extunated) 


1997-98 

(AEi 


72881(117) 
17877(17 8) 
88042(12 9) 
18160(18 9) 
8)928(17 7) 
1109(19) 
28176(14 9) 
19888(20 I) 
8747(416) 

46<)60(I2 1) 
42488(201) 
44918(22 8) 
18829(104) 
928(66) 
18 I percent 


1991-92 


GDPal lactui lost at 1980 81 pnees tSIXSUH'S'i) S|iK 2N'>U) 296848(7'') 2/6H2(/2) 287/WI(tB) 281*148(0 2) 22824U(8 1) it SV5S(UB) 

PercapiuNNP «faiiorcost(l9kv8l) 2980i18) 2847(1 1) 2761(89) 2608(85) 2471(88) 2117(42) 2241(11) 2l78<-2 I) 

GCI at ctinenl pnees (Rs erore) iia na 148488(27 1) K)178K27 I) 288978(26 9) 188801(211) 169041(219) 144628(214) 

OilhalcuiTent pntcsiRscnire) na iia 111816(26 I) 281001(181) 247087(286) I817I0(227)188228(22())I4I28|(229) 

GDP Gross Ooincsitc Pioducl NNP Net National Product, CCF Gross (2apiial Ponnation, CDS Gross Domestic Saving. AE Advance Estimate 
Figures m square bmckinx are pereentage to GUP at current market prices 


11004(88 8) 1|i828(80) 296848(7 8) 276112(7 2) 28 


8) 219148(6 2) 22824(88 1) 211981(0 8) 
(8) 2117(42) 2241(11) 2l78<-2 I) 


Gross Domestic Saving. AE Advance Estimate 



Nm 20 

Month 

Yeur 

1998-99 So Far 1 

Capllal Market 

19*)8 

Ago 

Ago 

HyQTQjigllllQ 




End of Fiscal Year 


BSE Sensitive Index (1978 79w|00) 294l(-29 2i 2881 1467(74) 2784 4281 

BSE-100 (I9K1 X4x|(X)) 1112( 26 71 1272 I80KI04) 1246 1890 

BSE2tt) (1989 90=l(X)) 104( 24 01 298 140(110) 291 429 

S and P CNX SO (Nov 1 19*)' 1000) 888( 27 8i 811 998(118) 812 1213 

Sktndu GDR Index (Jan 2 Ilhl'isKKlO) 8H8 820 na 815 1018 


1891(18 8) 
1697(15 9) 
377(149) 
1117(18 4) 
940(1 1) 


3161(-0 2) 
1464(-8 8) 
128(-8 0) 
968 

910(-4 4) 


koraipi Trade 


September 

1998 


FxmiiIs Rs cnire 
US 5 iim 
Imports Rsemre 
US Sinn 

Non POL US $ mn 
Balance oi Trade Rscnin. 

US Sinn 

Povelpi CndiMfe 
RcMnw (excluding gold) 


Rscrore 
US S mn 


814(10 4) 
162211 8 I) 
88642(28 4) 
2I2(X)(7 7) 
1X294(160) 
-20809 
-4977 


1411(7 4 
17102(8 11 
70709(109) 
19688(8 6) 
18772(18 0) 
-9276 
2882 


1262 

1191K82 6) 11470(81) 31797(20 8) 2613(8184) 

181884(9 1) 118920(112) 122678(16 1) 89971(21 1) 

40779(8 8) 19112(6 7) 16678(28 0) 28684(22 9) 

12862(119) 29096(-02) 29182(281) 22727(29 8) 

-28268 -20102 -16128 -7297 

-6799 -«6.1 -4881 -2124 

AST.. 

996-97 1998-96 1994-1)8 1991-94 

1998 99 1997-98 


I'lBI—IIIIHIHlTrT[il~rTT1 


1167(1 1) 
l849(-3 8) 
148(-63) 
na 

971(-06) 




98494 102811 -224 
28<)«() 2v976 78 


18119 22116 21649 -7102 18402 27410 

867 1611 1607 8241 -1690 8640 8724 


Murr {i)6apent npt numeral denotn month to whit b liguri relMct eg. userscnpl Vstaadi for Sepitmber, (u)f8iwiss in brackets are pereentage vinalioniDverltin rpeerfied 
or overihetonipsrableparmd of Ihe previous yew na notavabMc aag negbfihlc * u nrha ag wi 
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Index of Industrial Production (Base 1993-94=100) 


♦ 




Major Croups 

Weight 

(PefCeni) 

1998 99 

Api Sep 

Half-Yearly Variation 

1997-98 1996 97 

Oct-Mor Apr-Sep Oct-Mar Apr Sep 

1997-98 

1996-97 

I99S 96 

1994-9S 

General Index 

1(H) ()(H) 

117 0 

142 8 

112 1 

111 1 

124 8 

117 6 

129 0 

122 1 

108 4 



(16) 

C2) 

(6 0) 

(1 1) 

(8 1) 

(6 6) 

(SS) 

(128) 

(8 4) 

Mining and qiiariying 

10 471 

MS 2 

129 2 

MS7 

121 0 

110 2 

122 4 

MS6 

1179 

107 6 



( 0 4) 

(6 8) 

(SO) 

( 2 2) 

( 1 6) 

(S9) 

( 20) 

(9 6) 

(7 6) 

Manotatiuring 

79 11« 

119 9 

I4S8 

IIS 1 

ns 9 

127 6 

140 S 

HI 8 

121 s 

108 S 



(14) 

(71) 

(6 0) 

(18) 

MOO) 

(6 7) 

(6 7) 

(118) 

(8S) 

Elestriciiy 

10 169 

116 6 

111 2 

126 8 

12S S 

118 1 

110 0 

121 9 

117 1 

108 S 



(7 7) 

(6 2) 

(7 2) 

(SO) 

(2 8) 

167) 

(19) 

i8 1) 

(8S) 

Use-based Classiflcalion 











Basic Goods 

IS SI2 

111 0 

117 0 

127 7 

129 2 

119 1 

112 4 

124 1 

120 6 

108 9 



(2 6) 

(6 h 

(7 0) 

(2 9) 

(12) 

(6S) 

(1 1) 

(10 7) 

(8 9) 

Capital Goods 

9 687 

129 7 

112 6 

120 1 

128 8 

Ml 6 

126 4 

120 2 

MOO 

IDS 6 



(7 8) 

(2 9) 

(7 8) 

(6 1) 

(11 1) 

(S2) 

(9 1) 

(4 2) 

(S6) 

Inlet mediate Goods 

26 419 

IS2 2 

149 0 

144 0 

117 6 

1114 

146 S 

ns S 

I2S4 

lOS 1 



tS7) 

(8 1) 

(7 9) 

(SS) 

(10 91 

(8 1) 

(8 1) 

(19 1) 

(SI) 

Consumer Goods 

28 162 

112 6 

(47 8 

HI S 

116 0 

128 1 

119 6 

112 1 

I2S6 

IM 8 



(OX) 

(8 7) 

(2S) 

(1 1) 

(9 9) 

(S7) 

(S2) 

(12 1) 

Ml 8) 

Consumer durables 

S MS 

IS7 1 

1711 

IS6S 

IS8 7 

147 2 

164 9 

ISK) 

146 2 

1162 



It) 4) 

(9 2) 

(6 1) 

(1 9) 

(78) 

t7 8) 

(4 7) 

(2S8) 

(16 2) 

Consumer non tlurahlcs 

21 217 

127 2 

142 2 

126 0 

111 0 

124 ) 

114 1 

127 1 

121 1 

110 8 



(I 0) 

(8 6) 

(1 Si 

(0 8) 

(lOS) 

(S II 

(SI) 

(9 1l 

(|()K) 

Manufacturing Industries: 











Twn-Oigit Ia'scI (NIC-H7) 











211 21 Food pioducis 

9 081 

1 10 1 

|S4 g 

117 0 

I4S 1 

121 1 

ns S 

114 2 

129 H 

121 6 



1 S9) 

(S yi 

( SO) 

( 2 S) 

(M 4l 

(0 91 

(14) 

(6 8) 

(21 6) 

22 Beverages tobacco and 

2 1X2 

174 S 

1614 

ISO 1 

112 2 

112 7 

IS6 9 

112 4 

1167 

101 0 

iclaied products 


(16 1) 

(216) 

(11 1) 

(8 0) 

(19 S, 

(18 S) 

(IIS) 

(11 1) 

(10) 

21 Colton textiles 

S -.18 

M4 0 

127 S 

128 2 

121 8 

121 7 

127 9 

l'>2 7 

109 S 

99 1 



(Ml) 

(101 

(S 1) 

(10 6, 

(IIS) 

(4 2l 

M2()l 

(10 6) 

( 0 9) 

2-> Wool ,ilk and man made 

2 2S8 

172 2 

166 8 

IhS 7 

ISI S 

118 7 

166 1 

I4S 1 

111 1 

I14S 

librc lestiles icxccpt colion) 

(19) 

(10 1) 

(I9S) 

(lOS) 

(lOS) 

(1461 

(10 SI 

(14 7) 

(14 S) 

2^ Jiile and other vegetable 

0 S9() 

(OS 1 

117 0 

Mil 

(10 6 

8S S 

1142 

98 0 

102 4 

96 8 

tihrc icxiilos 


( S4l 

(S 8) 

(10 2) 

(1 2) 

( 10 6i 

(16 S) 

( 4 1i 

(S 8) 

t 12) 

26 Textile products 

2 M7 

IS2 i> 

160 1 

IS6<* 

142 0 

ISO 6 

1S8 1 

146 1 

1117 

98 S 

linci wearing apparel) 


1 2 4) 

(127) 

(19) 

(1 1) 

(18 7) 

(8 2) 

(9S) 

ns 7) 

( 1 S) 

27 Wood and uimiU products 

2 701 

128 S 

1210 

111 9 

127 4 

1164 

127 S 

111 9 

121 2 

99 1 

furniluies and lixturcs 


1 2 6) 

( IS) 

( 1 1) 

(0 1) 

(142) 

( 14) 

(7 0) 

(24 0) 

( 1)7) 

28 Paper and papei products 

2 6S2 

160 1 

IS2 S 

119 S 

140 9 

112 9 

146 0 

116 9 

I2S S 

108 6 

and printing and pidslising 


(14 9) 

(8 1) 

(SO) 

(8 1) 

(9 91 

(6 6) 

(9 1) 

(IS6) 

(8 6) 

and allied industnes 

r 










29 Leaihei and fur pioducis 

I 119 

MS4 

M46 

Ml 0 

1116 

101 2 

M2 8 

108 4 

99 1 

86 8 

• 


(4 0) 

(0 9) 

(7 6) 

(h S) 

(lOS) 

(4 1) 

(9 4) 

(14 2) 

( 112) 

10 Basic chemicals and 

14 002 

1 17 9 

1416 

116 8 

I2S 6 

M9 9 

140 2 

122 8 

117 2 

(OS 1 

chemical products (except 


(8 1) 

(14 1) 

(14 1) 

(4 6) 

(4 8) 

(142) 

(4 7) 

(11 1) 

(S 11 

products ot petroleum and coal) 










11 Rubber plastic petroleum 

S728 

114 1 

127 1 

121 S 

119 S 

117 1 

124 1 

1184 

116 1 

107 7 

and coal products 


<104) 

(6 1) 

(16) 

(2 0) 

(2 II 

(SO) 

(20) 

(7 8) 

(7 7) 

12 Non metallic mineral 

4197 

161 6 

I8S4 

IS12 

1414 

14(1 X 

169 1 

141 9 

111 7 

10X0 

pioilucis 


(SS) 

(29 It 

(9 1) 

(4S) 

Ml 2l 

(19 1) 

(7 7) 

(21 9) 

(8 0) 

11 Basic metal and allovs 

7 4S1 

119 6 

147 7 

140 1 

144 S 

ns 2 

141 9 

119 8 

111 0 

Ml 1 

industi les 

1 

( 0 4) 

(2 2) 

(16) 

(4 6) 

(9 II 

(2 9) 

(6 7) 

(IS8) 

(11 1) 

14 Metal products and parts 

2 810 

114 4 

128 0 

110 8 

1178 

lot 1 

119 t 

IM 0 

l(X)6 

104 7 

except machinery and 


(21 1) 

(8 6) 

(6 2) 

(148) 

(S7) 

(7 6) 

MOD 

( 18) 

(4 7) 

equipincni 











11-16 Machinery and cqtiipmeiii 

9 S6S 

(IS 4 

IS6 1 

1412 

148 1 

I1S4 

149 8 

141 7 

114 7 

1128 

other than transport equipment 

( S4) 

(S6) 

(S8) 

( 0 1) 

(M 6) 

(S7) 

(S2) 

(19 S) 

M2 8) 

17 rranspoit equipment and 

1984 

178 I 

ISO 9 

ISO 6 

IS7 7 

142 2 

ISO 8 

149 9 

112 8 

M12 

paits 


(181) 

(-41) 

(S9) 

(9 7) 

(166) 

(0 6) 

(129) 

(174) 

(112) 

1H Other manutaclunng 

2 SS9 

1116 

119 9 

120 1 

127 1 

120 6 

120 0 

1218 

1177 

104 0 

industnes 


Ml 2) 

(-W) 

(-0 4) 

(0 1) 

Ml 2) 

(-1 1) 

(S2) 

M12) 

(4 01 

Maiiufociunng (total) 

79 1S8 

119 9 

I4S8 

115 1 

ns9 

127 6 

140 S 

111 8 

121 S 

108 S 



(14) 

(7 1) 

(6 0) 

(18) 

MOO) 

(6 7) 

(6 7) 

(118) 

(8 Si 


Not€ Figures wilhin bratkeis ace percentage variations over the torreiiponding period of the previous year 
Soun e Central Stolisttcid Organtsaiion (CSO) 




2<)5! 


1 " >*0% I 


.4 November 21, 1998 


COMPANIES 


EPW Research FoundathNU 


LLOYDS STEtl INDUS FRIES 

Slack Demand 

THE liajiship c()mp.tny ol the I U)>iJs 
gioup, 1 loycls Sled Ijiod pooilv in 
1997 9X Whilt net sales inticasetl by a 
mere 2 9 per tent over ihe pievious >eai 
the companv s operating prolit (JcLlincil 
drastitall V by 4*5 7 pei cent Despite a 11 X 
percent tall in inieiest ehaiges and a 20 I 
percent lowei depue lation provisicin the 
company sulteied a loss ol Rs Ix 4 elore 
during the yeai under icview 
One ol the leading steel niakeis in the 
eountry the lompany has been lacing 
tough times tollowing sluggish demand 
loi steel pioduels and leduced iriaririns 
The poor peiloinianie ol the mdiisliy can 
be tiaee’d to the lack ol inirastructure 
proiecis anil i General ilovvntrend in the 
user indusiiies like automobiles coupled 
with inipoits It cheap Mil s riieeiitrvol 
iiew plaveis III the inaiket has eiealc'd a 
demand supph misniilch thus lesuiting 
III sc'veie eonipelilii'll 
Perhaps tlu onlv siKir Iminc m the 
eompain s (Hitoimance has been dial .is 
comp.iied to a loss stilleied m Ihe tii st hall 
ol Ihe seal it managed to post a profit loi 
the second lull ol 1997 98 

Ihe I loyds L'loup IS lepoitedlv consul 
cTing mil ei.iliiig b.iekwaids bv mining its 
own non ore .iiid coal .uid has alie.idy 
received till ncccssiry .ippioval lot non 
oie mining al Ci idehnoli and coal miii'm: 
at Bhadiawathi III Maliai ishtia I he non 
oie and coal liom these e.iptive mines 
will be usi'd at the sponge non plant at 
Ghughus loi the pieseiit though I loyds 
.Steel has enleicd into .in agrecmi'nt with 
Western Coallields lot opening .in undei 
ground mine*. Kunibarkhani, in Vaiaimal 
district exelusivelv I ir its use Iho 
.igieeiiieni envis.iges supplv ol high qu.!!- 
ity coal on eosl plus basis bv Western 
Coaltields loi 1 loyds Steels hO MW 
captive powei plant being set up .it 
W.irdha While Ihe Litter has alre.idy 
deposited Rs t cioie with Western 
Coaltields die mining eompany is ex 
pected to inv esi Rs '57 e loie on the project 
which IS espe'eted to pioduce ^6 Lilch 
tonnes pei annum I he said power plant 
which IS being set up at a cost ol Rs VJ4 
croie, IS expected to bi commissioned in 
the next 24 months and will insulate I loyds 
.Steel troiii increasing powei costs, thus 
resulting in a saving ol .iround Rs hDciore 
per annum 


Ihe company’s second cold rolling mill 
pioject, meanwhile, has commenced trial 
iiins and the companv has installed 
balancing lacilitics in the steel melting 
shop, hot rolling mill and galvanised 
plain/coirucalcd iGP/CiC) plants dining 
the ve.u 

lor the current yeai. the company’s 
engineering division is not expected to 
piTloini well due to the stagnation in Ihe 
cngineciiiig secloi and the consequent 
.111 inking ol margins On the steel Iront, 
tile* I iiiance Bill has imposed an additional 
I iisionis duty whieh will lesull m increase 
111 costs Howevci Ihe eompany expects 
die incentives given to Ihe housing and 
inliastiiietim* seclois to enhance dcm<ind 
(ill steel pioilucts soon 

Ihe coinp.iny s stock presently quotes 
below pai at Rs 4 retlecling Ihe poor 
investor laiics lot the scrip 

(d lARAl HrAVYCIIl MICAI .S 

Competition from Imports 

Ihe D.ilniia group companv Guiarat 
Heavy t’heniicals ((iliri j s.iw its net 
piolil de’chne by IX |icr cent m 1997-98 
Net s.iles remained viitii.illy stagnant at 
1 ist veai's level and operating piotil w,is 
niaigmally highei bv 2 4 pei cent ovei 
1996 97 Iliougliintereslcliarge*sdeclined 
bv 14 1 pei cent over the penod, a 14 I 
pel cent increase m depreci.Uion offset the 
advanlai’e Ihe company also h.id to 
piuvidetoi minimumaltcinaletaxotRs S 6 
eioie as comp.ircd to tax ol just Rs I lakh 
111 Ihe previous yeai Despite the tall in 
Us boitoniline, and Ihe consequent tall in 
earnings per shaie liom Rs 5 4 last year 
lo Rs 4 4 the coinp.iny h.is raise'd the 
dividend i.Ue liom IX pet cent last yc.ii 
lo20pcrccnl Its equity shareispicscnily 
quoted al Rs 15 on the bourses, disi I'unt- 
ing Us eainings by a meie t 4 times 
One ot the chicl reasons tor the 
companv s pool pertoimance has been 
import ot soda ash duiing the year which 
idversely altected the domestic soda 


ash industry There wa.s a sharp increase 
in imports from 0 51 lakh tonnes in 
1996-97 lo I 71 lakh tonnes in 1997-98. 
However the fall in Ihe rupee in the last 
year has made imports more expensive 
andhasdeterredextensivcimports Though 
domestic demand lor soda ash increased 
Ironi 14 7 lakh tonnes in 1996-97 to 15 6 
lakh tonnes, sales of domestic soda ash 
producers declined from 14 2 lakh tonnes 
to 13 9 lakh tonnes GHCL, however, 
managed to sell 3 6 lakh tonnes ot soda 
ash as compared to a sale oif 3 5 lakh 
tonnes in the previous year 

The company completed the expansion 
ot Its soda ash c apacity by debottlenecking 
Us operations, and production on Ihe 
enhanced capacity commenced dunng the 
second lull of 1997 98 GHCL is now 
consideiing otliet diversiFicalion and in¬ 
vestments including manufacturing of 
aniline 

Eoi the ciiirent year 1998-99. soda ash 
produi tion is expected to be higher fol 
lowing the debolllcnccking ot the 
company’s operations There has been an 
inciease in cost of imported taw mateiial 
and the imposition ot an additional levy 
The company expects to .ichieve protit- 
.ible operations 

f INOLhX CABLES 

Declining Sales 

Fmolex Cables, the flagship comp.iny ot 
the Einolex gioup saw a mixed perfor¬ 
mance 111 1997-9X There was virtually no 
growth lor Ihe company as compared to 
the pievioiis year While net sales was 
marginally lower by I 6 per cent, oper- 
.itmg profit fell by 3 4 pei cent Though 
interest charges increased by 11 percent, 
a n 4 per cent drop in depreciation and 
a 1 2 per cent fall in tax provision offset 
the incieased expenses Consequently, 
there was a nominal 0 5 per cent increase 
in the company’s net pioflt The company 
claims that the decline in turnover was 
mainly on account ol the delay m Finalising 
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The WcckN CnmpwiiM 

(Rs lakh) 



Lloyds Steel 

Gujarat 

Heavy Chemicals 

Finolex 

Cables 

f'lnanciai Imiicatars 

March 

1998 

Murch 

1997 

March 

1998 

M«ircb 

^1997 

March 

1998 

March 

1997 

lacomc/apprapriationii 

1 Net sales 

116254 

M1017 

29963 

29995 

18155 

38768 

\ 2 Vdiue of production 

114268 

115105 

31105 

29493 

17691 

38731 

1 Other Income 

1622 

1651 

156 

543 

1981 

1636 

4 Total income 

115890 

118956 

31461 

30016 

19676 

40169 

5 Raw iniUenals/stons and 

spores consumed 

74413 

65772 

8103 

7579 

21567 

23571 

6 Other manufactunng expenses 

18542 

19094 

6744 

6897 

1924 

1720 

7 Remuneration to employees 

1742 

1591 

1409 

1170 

1205 

1101 

8 Other expenses 

10114 

12501 

5114 

4752 

4150 

2975 

9 Operalmg profit 

10859 

19996 

9871 

9618 

10610 

IIOOO 

10 Interest 

10806 

12254 

2119 

2497 

2169 

2115 

II (irott piofii 

2271 

7760 

7I(X) 

7144 

8108 

8557 

12 DeprcciaiiAn 

6111 

7651 

2427 

2121 

I1I6 

1519 

11 Profit before lax 

1818 

109 

4671 

5021 

6992 

7018 

14 Tax provision 

4 

17 

555 

1 

2130 

2200 

15 Ptofil aftet tax 

-1842 

92 

4118 

5020 

4862 

4838 

16 Dividends 

N A 

N A 

2052 

1847 

1191 

1097 

17 Retained profit 

1842 

92 

2066 

3171 

1671 

1746 

Liabllilies/assets 

18 Paid up capital 

18862 

18860 

9125 

9325 

1805 

1805 

19 Reseives and surplus 

55774 

59611 

11226 

11159 

50290 

44619 

20 Long term loans 

76720 

61682 

14212 

11151 

12111 

17119 

21 Short tenn loans 

44686 

29108 

1161 

728 

7686 

5617 

22 Of which bank borrowings 

18210 

29251 

1161 

728 

7686 

5617 

21 Gross fixed assets 

166201 

140299 

44017 

19976 

14580 

14960 

24 Accumulated depreciation 

18482 

14178 

16189 

11969 

6120 

6887 

25 Invenlones 

41091 

17190 

4911 

2488 

3738 

6498 

26 Total assels/liabilities 

240898 

712501 

44881 

19414 

79711 

79897 

Miscellaneous items 

27 Excise duty 

9985 

11081 

5551 

5521 

5791 

7612 

28 Gross value added 

16S61 

18544 

10012 

10587 

10110 

10045 

29 Total foreign exchange income 

6201 

5190 

1041 

2262 

411 

518 

10 Total foreign exchange outgo 

7887 

1(K)07 

1845 

1204 

IIOSO 

14146 

Key fioancul and performance ratios 

11 Turnovci ratio 

(sales to total assets) (9) 

48 26 

51 19 

66 76 

76 06 

47 85 

48 52 

12 Sales to total net assets (9() 

5910 

66 70 

78 97 

87 29 

5106 

54 48 

11 Gross vilue added to 

gross fixed assets ('X) 

9 97 

1122 

22 75 

26 48 

69 48 

67 15 

14 Return on investiiieni 

(gross profit to total assets) (%) 

0 94 

165 

15 82 

18 12 

10 42 

1071 

15 Gross profit to sales 

(gross margin) (%) 

1 96 

6 87 

21 70 

21 82 

21 77 

22 07 

16 Operating profit to sales (%) 

914 

17 69 

12 94 

12 11 

27 86 

28 37 

17 Profit befoic tax to sales (%) 

-110 

0 10 

1560 

16 74 

18 11 

18 15 

18 Tax proviston to 

profit before tax (%) 

0 10 

15 60 

11 88 

a4)02 

10 46 

11 26 

19 Profit after tax to net worth 

(return on equity) (%) 

-5 15 

0 12 

18 26 

24 51 

9 11 

9 99 

40 Dividend (91) 

NA 

NA 

20 00 

18 00 

6000 

55 00 

41 Earning per shore (Rs) 

-2 04 

0 05 

4 42 

5 38 

26 94 

26 80 

42 Book value per share (Rs) 

19 57 

41 61 

24 18 

21 97 

288 61 2678 28 

41 P/E ratio 

-1 47 

NA 

140 

NA 

6 87 

NA 

44 Debt equity ratio 

(adjusted for revaluation) (%) 

102 79 

78 60 

61 11 

64 20 

2129 

15 35 

45 Short-term bank borrowings 

lo inventones (%) 

92 98 

78 24 

2163 

29 26 

205 62 

86 44 

46 Sundiy creditors to 

sundry debtors (%) 

79 4/ 

106 65 

48 52 

26 64 

18 68 

19 58 

47 Total remuneration to employees 

to value added (%) 

10 52 

8 59 

1407 

11 05 

II 90 

10 98 

48 Total remuneration to employees 

to value of production (%) 

1 52 

1 18 

4 51 

197 

120 

2 85 

49 Gross fixed assets fonnauon (%) 

1846 

NA 

10 II 

706 

-2 54 

4 62 

50 Growth in inventories (%) 

990 

NA 

97 47 

-42 21 

-42 47 

16 51 


NA means not available 


orders by the Department of Tetocoounu* 
nication (DoT) and the general reces¬ 
sionary trend in the Indian economy 
This Pune-based company IS one of the 
main pnvate sector power c^Ie manufac- 
tunng compames in the country today and 
produces almost all types of cidiles for 
telecom, power, automobile and construc- 
uon sectors mcludtngjelly filled telephone 
cables (JFTC), fibre optic cables, light 
duty cables (LDC) and heavy duty cables. 
It also manufactures polyvinyl chlonde 
(PVC) sheets and copper rods 
The company had earlier planned to 
transfer 31 per cent of its capacity (two 
million core cable kilometres) to a sub¬ 
sidiary, claiming that DoT was more 
inchn^ to give orders to groups having 
several companies However, following 
sbff opposition from financial institutions 
and shareholders to the proposed transfer 
of capacity, the management has now 
decided not to sell its capacity but to go 
in for a lease or rental agreement Finan¬ 
cial institutions hold around 23 per cent 
of the company’s equity capital, while 44 
per cent is held by the Chhabna family 
and other promoters and the balance by 
the public 

Finolex Cables is tiying to reduce its 
dependence on DoT With modermsation 
and expansion of its LDC unit at Pimpn, 
the production of LDC has gone up As 
a result, the relative sales of JFTC in the 
company’s total sales declined from 61 
per cent in 1995-96 to 54 per cent in 

1997- 98 The company has also planned 
an expansion project in LDC id a cost of 
Rs 75 crore which will go on stream by 
the year 2000 

With coaxial cables being used by cable 
television networks, the demand for better 
reception and more channels has led to the 
requirement of superior quality coaxial 
cables The company plans to cater to this 
segment and has begun production of these 
cables 

For the first quarter of the current year, 

1998- 99, the company's performance has 
reportedly worscn«l on the operating front 
with sales declining by 13 per cent over 
the corresponding penod last year and 
operaung proflt falling drastically by 28 
percent However, it managed to increase 
net profit by 5 4 per c«it over the same 
penod The company, meanwhile, has 
bagged an export order worth Rs 9 I crore 
for the supply of JFTC to Sudan Tele¬ 
phone Company of Sudan 

The company’s equity share is presently 
quoted at Rs 185 on the Bombay Stock 
exchange, discountmg its 1997-98 earn¬ 
ings per share by 6 9 times 
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COMMENTARY 


Banking Sector Reforms: Second Coming 

N A Miijumdar 


In Its ovenealou\ attempt to cast t/u Indian banking wstem in the 
image of Ameruan banking, the lepoit of the Committee on Banking 
Sectoi Reforms has lost sight of hidui-specifn issues A more 
meaningful peneplion of the ills of pnhlu sector banks ssotild have 
emerged tf the committee had applied its mind to these four issues 
political meddling bureaucratic control industrial relations and 
goveinance in banks 


ARE wc suttcnng fniin titomiN fatigue' 
rhat could be one possible explanation 
why the report of the ('omniittce on 
Banking Sector Rc tomis (BSR) submitted 
in Apiil 19% has not attracted as much 
attention as the report ot the Committe'e 
on hnantial System (( [ S) submitted in 
November 1991 Interestingly enough 
both the committees were chaired by 
M Narasimham and il them were appre 
hcnsions that the BSR leport would laigely 
legurgitatc the issues in the Tf S report 
they are entire ly un|uslitie'd I he 1 let that 
the ma|oi leeommindations ol the ('IS 
report we*ie guided by the aeailabiliiy as 
It were ol the Washington or Basle soft 
ware, lathe’i than India speeitic issues has 
beeneoncrctelydemonslrate'deailie'r ' Ihis 
article seeks to show that the BSR report 
IS no dillercnt The most eonspicuous 
weakness ot the BSR icpoit is its failure 
to diagnose ihe eoie piobletn euiiently 
being laced by public see lor banks (PSBs) 
they have become largely dvstunctional 
virtually abdicating nonnal banking res 
pnnsibdiucs That explains the picsent 
paradox ol high liquidity coexisting with 
large unsatisfied demand lorcre'dil While 
the banking system’s lesources go 
abegging the economy s growth potential 
remains not lully exploited lhat is the 
tragedy ol PSBs Unless this core problem 
IS tackled lirst the second dose ol banking 
retoims recommended by the BSR report 
would lose much ot its relevance Fite 
same lack ol imagin.uiveness is also re 
Bee ted in the leeominendations relating to 
non perlorming assets (NPAs) and rural 
credit Although the leport begins by 
making appiopriate noises about an etii 
cient rinancial system being critical ‘to 
support higher investment levels and 
accentuategrowth" (p 1) sadly thegiowth 
perspective is missing from the major 
recommendations If the Reseive Bank ot 
India (RBI) were to draw up a mcaningtui 


agenda lot making PSBs subserve the 
grow th obiee fives it has to look else where 
lor advice 

Ihe main theme of the BSR report is 
that starngthening the banking system is 
eiitical to the growth of Ihe economy and 
this would require tightening capital 
adequacy. income recognition and pmvi- 
sioning norms over the next loui years 
The BSR report recommends that the 
minimum capital to risks assets ratio 
(C RAR) bo raised liom the present level 
ol 8 per cent to 10 per cent 9 per cent 
to lie aehievtd by the year 2(M)0 and 10 
per cent by 2002 This would mean an 
additional injection of Rs 11,500 crore 
inlothebankingsysicm Infact.the Union 
Budeettor 1998 99 announced Ihe imple 
meniaiion of this recommendation 

So far an amount ot Rs 20,(X)0crorc has 
bee n expended lor lecapitalisation otPSBs 
and given the cuirent fiscal situation it 
would be dilficult lor the government to 
meet additional rcquiicments Iherelore 
the BSR leport lecommends that PSBs be 
ciuouraged to approach the market tor 
raising lesources Not only that Iticcom 
mends fuither that the minimum 
shareholding by government/Reseive 
Bank in the equity ot nationalised hanks 
and the State Bank of India be bmughl 
down Ironi 51 pe“r cent to 53 per cent 
(p 53) Bravo' Pnvatisation is Ihe panacea 
to all the ills ol PSBs' 

The committee should have realised lhat 
elliciency is ownership neutral and this 
oiinciple IS as much true ol hanking as any 
othci sector In fact m terms ol profes¬ 
sional competence Indian bankers are 
second to none in the world Many Indian 
bankers occupy key positions in inter¬ 
national banks and some even head them 
I’ublic sector b.mkers do not need Nara- 
simhamCommiacestoicachthem banking 
Both the BSR and CFS reports seem to 
be obsessed with prescribing noims “in 


consonance with internationally accepted 
standards" (p 1) Referring to the second 
dose ot banking sector reforms, as enun¬ 
ciated by the BSR report, RBI puts the 
emphasis more graphically RBI seeks to 
“further strengthen the existing capital 
adequacy, income recognition and provi¬ 
sioning norms as well as the disclosure 
and auditing requirements of banks and 
achieve greater transparency in banking 
operations and bring these up to or exceed 
international standards, after taking into 
account the recommendations of the com¬ 
mittee on Banking Sector Reforms All 
this IS tine but this over/ealous attempt to 
cast the Indian banking system in the image 
ol the American banking system has been 
the undoing of the BSR leport Because, 
in the prcKCss, India specific issues have 
been lost sight of A more meaningful 
perception ol the ills of PSBs would have 
emerged if the BSR Committee had ap¬ 
plied Its mind to the constellation ot Ihe 
following fourfactois political meddling, 
bureaucratic stranglehold industrial lela 
tions, and governance in hanks At present, 
III the banking system particularly among 
PSBs, excess liquidity co c xists with laigc 
unsatified demand for credit 1 his excess 
liquidity IS leflected in the low credit 
deposit ratio which is hovering around 50 
percent lor quite some time the ratio was 
49 pci cent at the end ot August 1998 One 
begins to wonder whether PSBs aic suf 
fermg from some sort ol lending fatigue 
fhe Gupta Committee on agricultural cadi t 
appointed by RBI recently h.is exhoited 
banks to ‘lead development but the 
mindset ol bankets today is such that thev 
would rather prepare themselves to deal 
in den van ves '* The core issue is therefore 
one ol bringing back ‘gniwth’ into the 
algorithm ot resource utilisation ot PSBs 
I Inless this is done resources of banks and 
Itnancial institutions would continue to be 
used sub optimally 

Corf Issin s 

There appears to be a conspiracy ot 
silence about the core problems affecting 
PSBs and a lack of will to tackle them 
head-on Political meddling and bureau¬ 
cratic stranglehold have stifled the healthy 
growth of PSBs Take the example ol 
gross NPAs which reflect the tme extent 
of contamination ol portlolios niese are 
as high as 18 per cenUof total advances, 
the total reaching a staggenng figure of 
Rs 43,000 crore Nowhere in the BSR 
report does the committee make an at¬ 
tempt to trace the genesis of such a large 
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backlog of NPAs. To thos* who are fa¬ 
miliar with (he era of loan ‘melas* and 
write-offs of debt, this omission appears 
inexcusable. No doubt part of the NPAs 
may have been a result of bankers’ inepti¬ 
tude or bona fide decisions going wrong: 
but a substantial chunk can be perhaps 
attributed to political meddling which 
polluted the repayment ethos. Analy¬ 
tically, the backlog of NPAs are part of 
the historical baggage which PSBs arc 
carrying and these need to be treated dif¬ 
ferently. rather than adopting an omnibus 
approach like the BSR report does. In fact 
in terms of ’ncrcmentals, NPAs during the 
penod 1993-94 to 1996-97 work out to 
only 3 or 4 per cent.'* This has important 
implications for evolving modalities to 
tackle NPAs. 

The BSR Committee could have also 
thrown some light on the more recent 
cases of some PSBs whose capital was 
eroded almost totally by bad loans. The 
issue to be examined is whether the recent 
eases aie symptoms of PSBs being al- 
lected by the Indian version of the so- 
'.alied ‘ciony capitalism' di.sea.se which 
orought about the recent banking cri.ses 
in the east Asian countries. The point is 
that for evolving any meaningful policy 
to tackle NPAs, thc.se need to Iw analysed 
in a disaggregated manner, instead of 
crying hoarse over the total dimensions 
of NPAs, as the B.SR report seems to do. 
Superimposed on the political meddling 
IS the bureaucratic stranglehold, which 
has bred a culture of sychophancy among 
public .sector bankers, while professional 
competence has taken a back-seat. One 
cannot blame the public .sector bankers' 
perception that rise in the hierarchy is 
related not so much to one's professional 
competence as to the degree of deference 
shown to the bosses in Delhi. 

Yet another dimension affecting the 
performance of PSBs is industrial rela¬ 
tions. Unwittingly, the bureaucracy has 
created a PSB monolith with the Banking 
Service Recruitment Board and uniform 
salary structures for all PSBs. irrespective 
of whether a particular bank generates 
profits or losses. The cieator is now unable 
to handle the Frankenstein. Would not 
autonomy to individual PSBs, each with 
its own recruitment mechanism and incen¬ 
tive-built-in salary structures, promote 
better loyalty and a .sense of commitment 
leading to better work ethic.’ The CFS 
report had recommended the abolition of 
the Banking Service Recruitment Boards 
and had advocated that individual banks 
should be given .scope for scouting for 
talent. The BSR report while reaffiiming 
.^•hese recommendations, bemoans: “^i^erit- 


based recruitment hai almost come to a 
halt” (p 3S). Following the acceptance of 
tlic D R Mehta Committee's recommen¬ 
dations, banks were permitted to fill a part 
of their vacancies through campus recruit¬ 
ment from business schools: yet this has 
not been done. Is it another example of 
the re.sult of bureaucratic stranglehold? 

The focus of the BSR recommendations 
should have been on tackling these core 
is.sues which have by now become sys¬ 
temic. Instead, the BSR report seems to 
concentrate on the one point agenda of 
ca.sting the Indian banking system in the 
image of the American banking system. 
For instance, there is admittedly a strong 
ca.se for .separating the ownership and 
management of PSBs. One would there¬ 
fore commend the fact that the committee 
“attaches the greatest importance to the 
issue of functional autonomy with ac¬ 
countability.. ” (p vii). But to stretch the 
argument to recommend privatisation only 
exposes the committee’s predilections. 

The BSR report recommends the setting 
up of Assets Reconstruction Committees 
(ARCs) to help some of the weak banks 
to tackle the problem of NPAs. These 
companies arc different from the As.sets 
Rccon-stniction Fund (ARF) recommended 
earlier by the CFS. The ARF wa.s to have 
been funded by the budget, but the ARCs 
are expected to take over the NPAs of 
hanks at realisable value and swap them 
with special bonds guaranteed by the 
government, which will not Finance the 
purchase of NPAs. The underlying idea 
IS that ARC should emerge as a commer¬ 
cially viable institution. Here again the 
enthusiasm of the BSR Committee to 
appear innovative seems to have over¬ 
taken the realities. Would it not be more 
sensible if each PSB is provided with an 
additional executive director for a period 
of say. three ycai s, with a mandate to clean 
up NPAs? The best agency to clean up 
NPAs is the concerned hank it.scif and the 
bank's board should be the Final arbiter 
in these matters 

Riikai. Caron 

One redeeming featurcofthcBSR report 
is that it has devoted a separate, though 
small, chater to 'Rural and Small Indus¬ 
trial Credit’. It may be recalled that the 
CFS report had practically ignored rural 
credit possibly because the Washington/ 
Basle models have nothing to offer in this 
area. In the Indian situation, rural credit 
is an integral part of the Financial sy.stem 
and (here can ^ no meaningful discussion 
on Financial sccbtr reforms without en¬ 
compassing rural credit instinitions, includ¬ 
ing the co-operative credit system. The 


BSR Connnittee “recognisa die itnpen- 
dveneedtomaintainadequateflowof cietfit 
to these [agriculture and small industrial] 
sectors”. The committee also recognises 
the need for small and marginal farmers 
as well as micro-entrepreneurs requiring 
small loans which has to be met to make 
them competitive and efficient” (p 59). 

Therearesomeeminently sensible recom¬ 
mendations: that the dual control over co¬ 
operative credit institutions by the state 
government and RBI/N ABARD be elimi¬ 
nated and all co-operative banking insti¬ 
tutions be brought under (he Banking 
Regulations Act under the aegis of RBI/ 
NABARD. The committee also 
‘recognises’ the need for banking policy 
to facilitate evolution of cost-effective 
system for banking for the poor, with 
satisfactory linkages with NGOs (p 62). 

The point is that, today, the entire rural 
credit delivery system - comprising co¬ 
operative credit institutions. Regional 
Rural Banks (RRBs) and rural branches 
of commercial banks - is moribund and 
the committee has nothing substantial to 
offer to rejuvenate the system.** In fact in 
all conscience the BSR report should have 
confessed that (he near total neglect of 
rural credit in the First phase of financial 
sector reforms is largely responsible for 
the current sorry state of the rural credit 
delivery system. Perhaps one has to be 
grateful to the committee to have conde¬ 
scended to di.scuss (he .subject at all. Then 
there arc not-so-sensibic recommendations 
too. For instance, the committee com¬ 
mends debt-securitisation within priority 
lending. When debt-securitisation has not 
caught on even in respect of debt to the 
corporate elite, this suggestion of the 
committee borders on the absurd. 

Among the other important recommen¬ 
dations, mention may be made of the fact 
(hat the committee commends a move to 
universal banking, another currently fash¬ 
ionable idea. In fact, the experience of the 
east Asian ‘Tigers' has clearly show that 
development banks played a critical role 
promoting basic and export industries, 
small industries, and housing. In India 
both IDBI and NABARD have a good 
track record and hence there is merit in 
commercial banks and development banks 
confining their operations to their 
.specialised areas - .shrot-lcrm and long¬ 
term credit respectively. What is good for 
developed countries need not be neces¬ 
sarily good for developing counUies. 

Governanck in Banks 

Finally, the most conspicuous issue 
which the BSR report ought to have 
addressed but has failed to do is what can 
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be broadly described as coqwrate gover¬ 
nance in banks and financial institutions. 
This again is an India-specific is.sue and 
it is no wonder that the Washington or 
Basle software cannot capture it. A ref¬ 
erence has already been made to the 
co-existence of high liquidity among 
bank.s, particularly PSBs. with large un- 
.satisfied demand for credit. This sort of 
exce.ss liquidity has become systemic in 
the sense that it is not a temporary aber¬ 
ration but an abiding feature for the la.st 
couple of years. .Since this leads to sub- 
optimal u.se of the hanking sector’s re¬ 
sources, It warrants immediate attention. 
This excess liquidity is clearly reflected 
in the persistence ol very low credit-deposit 
ratio of commercial hanks of some .50 per 
cent. The other side of the coin is the 
excess investment by banks in govern¬ 
ment securities: while the incremental 
.statutory liquidity ratio (SI .R) requirements 
are only 2.5 per cent ot demand and time 
liabilities, actual invc.stment has been 
hovering around .18 per cent for the la.st 
couple of years. This has defeated the 
major recommendation of the C'FS report 
that SLR should be brought down to 2.5 
percent. The underlying rationale was that 
SI..R should not crowd out private .sector 
or productive .sectors generally. The irony 
is that the involuntary requirement is now 
being replaced by the voluntary decision 
of banks and yet BSR report does not even 
take cognisance ot this phenomenon. 

The excess liquidity is attributable to a 
sort of ‘lending latigue' from which most 
PSBs appear to be suffering. The situation 
is so paradoxical that some hanks arc 
reported to be even discouraging small 
depositors from approaching them. Imag¬ 
ine that this IS happening when our ob¬ 
jective is to raise the national saving rate 
to 30 per cent ot OOP. The bankers claim 
that this situation of large .surplus invest¬ 
ment in government securities has arisen 
because there arc no 'bankable projects’ 
on their shelves. Obviously, this is a hollow 
excuse As discu.s.scd later, there arc a 
large number of perfectly bankable projects 
which are .starved of credit. The real rca.sons 
underlying the lending fatigue are two: 
flawed public debt policy and the ‘play- 
safe’ mind-set ot public sector bankers. A 
maximum yield of some 14 per cent on 
government securities - an instrument with 
zero-nsk and zero-transaction costs - has 
become so attractive to bankers that PSBs 
have virtually become dysfunctional.^ 
Inventing surplus rc.sourccs in government 
securities .saves the P.SB,s the botheration 
of processing a large number of loan 
applications, evaluating proposals, moni¬ 
toring the disbursals, and en.suring repay¬ 


ment. It is tius risk aversion which has 
brougitt about the present lending paraly¬ 
sis. It is refreshing to note that the BSR 
report has at least identified the second 
reason relating to the ‘morale’ of the staff 
of PSBs. To quote; “One must make a 
di.stinction between genuine commercial 
misjudgment with respect to decisions 
taken in good faith and deliberate malfea¬ 
sance. However, the pervasive fear of an 
external vigilance authority has tended to 
inculcate what has been described as a 
‘fear psychosis’ amongst bank personnel. 
I'he morale of personnel has been affected 
by the fear that they may be held respon- 
.sihlc on the ground of mala fide actions 
III the event of loans or investments turn¬ 
ing bad. There has been consequently, a 
tendency on the part of middle and senior 
management for risk aversion. Safety 
appears to lie intaking nodcci.sion ortaking 
a negative one" (p 39). This issue of 
governance, or rather the lack of it, needs 
to be addressed without any further delay. 
Optimum utilisation of banking sector’s 
rc.sourccs isas important as the mobilisation 
of rc.sourcc.s. AH other reforms of the bank¬ 
ing sector, however important, will be in- 
cf fccti ve unless a cure is found for this criti - 
cal malaise of PSBs. Although the maxi¬ 
mum yield on government securities has 
been broughtdown recently to some 13 per 
cent, the basic situation remains unchanged. 

Similarly, turning to linancial institu¬ 
tions, it may be recalled that a Rural Infra¬ 
structural Development Fund (RIDF) with 
a corpus of Rs 2,()(X) crore was constituted 
at NABARD in April 1995 for giving 
loans to state governments and state-owned 
corporations for quick completion of 
ongoing projects relating to medium and 
minor irrigation, soil conservation, water¬ 
shed management and other forms of rural 
infra.structurc. Subsequently, RIDF II and 
RIDF III were est!d>lished during 1996-97 
and 1997-98, each with a corpus of 
Rs 2,5(X) crore. The Union Budget for 
1998-99 has made an enhanced alkx-ation 
of Rs 3,000 crore for RIDF IV. What is 
the record of utilisation of the.se funds? 
'I'he data provitfcd by RBI show that the 
performance judged by actual utilisation 
is dismal; for instance, in 1996-97 the 
utilisation was lower than 30 per cent and 
in 1997-98 utilisation was even lower at 
only 10 per cent of the total. Could there 
he a better example of lack of governance 
on the part of the institutions? Projects are 
suffering not because of lack of resources 
hut because of ineptitude in making use 
of available resources. Such surfeit of 
liquidity with banks and financial insti¬ 
tutions, with resources going abegging, is 
a monument to lack of governance. 


If the PSBs continue to tl^ue that there 
are no bankable projects, this is because 
they have not even cared to identify what 
could be called the high growth segments 
of the economy. Illustratively, informa¬ 
tion technology (IT) is one such segment. 
It is only recently that RBI has asked PSBs 
to tunc their operations with a view to 
lending credit support to this segment. 
The National Task Force on Information 
Technology and Software Development 
constituted by government of Indiain May 
1998 has identified bank credit as an 
es.sential input for IT and software indus¬ 
try development. RBI has conceded that 
“banks arc not comfortable with extend¬ 
ing aggressive credit support to a rela¬ 
tively new area of .software industry unlike 
other traditional industries, due to several 
factors which make the assessment of 
credit needs and the follow-up difficult’’." 
Hence RBI has issued in August 1998 
detailed guidelines to banks to facilitate 
the extension of credit. Experts have been 
emphasising the tar-reaching implications 
of IT for the country's development; IT 
can play an important role in education, 
increasing manufacturing productivity, 
agriculture, health care and employment. 
“India needs to quickly and widely en¬ 
hance its hardware ba.se if it wants to 
accelerate the incorporation of informa¬ 
tion technology in the globalised scenario”, 
remarks F C Kohli.’ 

Again, take the case of decentrali.sed 
development which has made much head¬ 
way in states like West Bengal and Kerala. 
In the case of Kerala, for instance, as much 
as 35 to 40 per cent of the total Plan outlay 
of the state has been allocated to panchayat 
raj institutions. Although there are per¬ 
fectly bankable projects on the .shelves of 
panchayat raj institutions, PSBs are adopt¬ 
ing a stand-offish attitude to such pro¬ 
posals and hence these projects are lan¬ 
guishing for lack of credit .support. PSBs 
would therefore need to tunc their opera¬ 
tional modalities with a view to facilitat¬ 
ing larger flow of credit to such projects. 

Finally, there arc a number of new hi- 
tech segments which have emerged in the 
rural sector: floriculture, acqaculturc, tis¬ 
sue culture, exploitation of wind energy, 
conversion of bio-mass into energy and 
building materials, green-house farming, 
and so on. The scope for fully exploiting 
the growth potential of the.se segments is 
enormous. Against the background of this 
formidable list of high growth .segments, 
how could one complain about dearth of 
bankable projects? ^tending aggres.sive 
credit support to these growth segments 
requires that public sector bankers change 
their mindset and resume their task of 
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dirtying their hands with the husiiwss of 

development. 

CoNCLtiDiNG Comments 

The primordial problem facing PSBs 
today is that they have become dysfunc¬ 
tional due in pan to the lending fatigue 
and i n pan to the flawed public debt policy. 
i^Bs are investing a disproponionately 
large size of their resources in government 
.securities - well above the stipulated SLR 
requirements. This has led to .sub-optimal 
u.se of the banking .sector's resources, 
crowding out productive sectors; and it 
has also tended to promote fiscal profli¬ 
gacy. While liquidity accumulates with 
the banking system, productive sectors 
stagnate, starved of credit. Although the 
BSR repon has tailed to diagno.se this 
malai.se, RBI would do well to address this 
issue on a first priority ba.si.s. All other 
recommendations of the BSR report 
embodying the .second do.se of reforms, 
patterned on the Washington Basle mod¬ 
els, would be rendered ineffective, if this 
fundamental pniblem is not tackled first. 
Granting nl autonomy to individual banks, 
distancing the bureaucracy from the 
management of PSBs, improving the work 
ethic in banks and motivating the staff - 
these should foim the e.ssential compo¬ 
nents of the reform package. The somno¬ 
lent rural credit delivery system needs to 
be overhauled. The growth ingredient 
should be reintroduced in the algorithm 
of utilisation of the hanking sector’s re¬ 
sources. PSBs should reinvent thcm.selvc.s 
by dirtying their hands with the business 
of development, by lending credit support 
aggressively to the high growth segments 
of the economy. Addressing these core 
issues, which have become systemic, alone 
can ensure the healthy growth of the 
banking system: not privatisation, nor the 
accountant's approach of rai.sing capital 
adequacy ratios, or higher provisioning. 
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A comprehensive Chambal Valley Devel¬ 
opment Project was conceived and ex¬ 
ecuted in three stages as a joint venture 
of governments of Madhya Pradesh and 
Rajasthan. Gandhisagardam is the upper¬ 
most in the series of the three dams and 
one barrage. This dam was completed in 
I960. The dam also serves as a backup 
storage forthe Kota Barrage and two power 
plants at Rawatbhata and Jawaharsagar. 
li is a 63.7 m high .straight gravity masonry 
dam having length SI4 m with central 
spillway of 234 m and five power blocks 
to its right along with non-overflow blocks 
at both the flanks. The installed capacity 
of generation of power is 115 MW and 
irrigation potential of Gandhisagar com¬ 
plex is 7.S7 lakh hectares. 

With the construction of a large size 
dam and filling of a reservoir of a huge 
size like that of Gandhisagar. dam safety 
IS an important issue In spite of all the 
progress in science and technology con¬ 
struction of a 100 per cent safe dam has 
not been possible and the risk of another 
serious dam disaster occurring is rising as 
more and more dams are built, as their 
heights increase, as best locations arc used 
up forcing dam builders on to increasing 
difficult sites and as the world’s iarge.st 
dams, almo.<>t all of which have been built 
since 1950s, steadily age and deteriorate 
(Me Cully 19961. 

Robert Jansen (1987) also says that a 
dam “requires defensive engineering" 
which means listing eveiy imaginable force 
that might be imposed, examination of 
every pos.sible set of circumstances and in¬ 
corporation of protective elements to cope 
with each and every condition. This is 
clearly an unatlainrdileutrget. Moreover, in 
the real world the degree of defensive en¬ 
gineering applied to the design of dam will 
be decided by economics. The International 
Commission on Large Dams (ICOLD) 
recognises the conflict since a balance has 
to be found between dam safety and eco¬ 
nomy [ICOLD l995].Thusinviewof limi- 
tationsoftechnology, financial constraints 


flmem, RBI. Auguat 1998. 

9 P C Kohli, ‘Infomialioii technology in the 
Indian Context*, Sixth Naval Tata Memorial 
Lecture, Times of India. September 3, 1998. 


and local pressures to adopt short cuts or 
ignore poor quality of works, a confiden¬ 
tial World Bank report (1991) notes that 
the construction quality in India is defi¬ 
cient for a number of dams, posing serious 
potential risk to downstream populatioa 
Since Gandhisagar dam is 38-year old, 
and in addition to having two dams and 
one barrage downstream, also has two 
nuclear power plants, a heavy water project 
at Rawatbhata in operation and two more 
power plants under construction and the 
city of Kota with eight lakh population, 
meticulous measures for dam safety and 
strict adherence to these and proper 
monitoring of the same assume added 
importance. A dam burst for whatever 
reason at Gandhisagar will combine the 
world's worst dam disaster that occurred 
in Henan province in central China in 
Augu.st 1975 killing as many as 2.30 lakh 
people in the catastrophe and Chernobyl 
Nuclear Power Plant disa.ster in Russia. 

The present surplusing arrangements 
in Gandhisagar dam have been made on 
the assumption of designed maximum 
water inflow of 7.50 lakh cusecs and consist 
of vertical lift gates of size 60 ft by 28 
ft of 10 crest bays. In addition, there are 
nine numbers of under sluices of size 10 
ft by 25 ft, incorporated in the spillway 
piers. The designed outflow capacity of 
the spillway at maximum water level 
(MWI.) of 1,312 ft is 4.86 lakh cusecs and 
the balance being ab.sorbed in Gandhisagar 
Reservoir. Though full reservoir level 
(FRL) and MWL of Gandhisagar dam is 
same, the reservoir has to be operated in 
such a way that it could absorb the balance 
of water between the designed maximum 
inflow of 7.50 lakh cusecs and designed 
outflow of 4.86 lakh cusecs. Tlrere are 
guidelines for operation of Gandhisagar 
reservoir for dam authorities so as to match 
the designed maximum inflow and out¬ 
flow with absorption capacity of the res¬ 
ervoir. These are as below: 

(a) Gandhisagar will be filled up to RL 
of 1,309 ft at the Orst opportunity, and 


How Safe Is Gandhisagar Dam? 

Ram Pratap Gupta 

The 38-year old Gandhisagar dam in Madhya Pradesh lies close to 
two nuclear power plants, a heavy water project, two power plants 
under construction and the growing city of Kota. Meticulous safety 
measures Heed to be taken here. Is this being done? 
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(b) Pbilowing is the schedule for maxU 
mum level for different periods of rainy 
season (i) up to September IS maintain 
RL at 1,309 ft, (ii) from September 16 to 
September 2S maintain RL 1,310 ft, 
(iii) from September 26 tp September 30 
maintain RL 1,311 ft, and(iv) from Octo¬ 
ber I onwards maintain RL 1,312 ft. 

(c) Some special in.stnictions are pre¬ 
scribed for maintaining the above sched¬ 
ule of reservoir operation under .severe 
storm condition, (i) In a severe storm, the 
movement and actual rainfall condition 
will be watched trom its origin till it enters 
the catchement area ol Gandhisagar dam. 
(ii) All the gates shall be opened lor 12 
hours in advance according to IMP) 
warning so that sulficienl cushion is 
available to accomnuHlate the incoming 
flood. The reservoir level, while doing so. 
.shouldnolbeallowcdtogobclow l,30.'5 ft. 

All the.se insiructions have been pre- 
.scrihcd on the .issuinption that the peak 
inflow will not exceed 7.5 lakh cu.sccs. 
This author along with two co-authors 
analysed the raintall-nin-otl relationship 
in < landhis.igar and found that it is chang¬ 
ing wilhtinie IGupia.IainandAltari i990|. 
Tlie run -ol I is decieasing in the early stage 
of rainfall and increasing at the higher 
level, thus changing the peak inflow. This 
also prompted Central Water (’otninission 
(CWDto undertake the study ol Hood inflows 
intherc.scrvoirandtoundthat.since commis¬ 
sioning of the diim. Hood inflows have ex¬ 
ceeded the design value of7.5 lakheusecs 
on 10 occasions On two occasions, the 
inflow was higher by more than .50 per 
cent and on one occasion by 49 per cent. 
On these Umlings. Madhya Pradesh gov 
ornment I ui ther approached CWC to study 
the safety aspect of the Gandhisagar dam 
and Ihc department of Atomic Fmergy also 
approached them lor indicating the maxi¬ 
mum HchkI level at Rajasthan Atomic 
Power Plant in Kawatbhata. CWC in this 
study, enlarged the scope of selecting the 
slonn by considering the stortn occurred 
in the adjoining area with possibility of 
being transposed over this area and found 
that probable maximum flood (PMF) will 
be to the tune of 18.90 lakh cusecs and 
not of 7.5 lakh cusecs as assumed. With 
existing surplusing arrangements in¬ 
adequate to handle PMF far exceeding the 
original estimate and no possibility of 
increasing the spillway capacity, one al¬ 
ternative that was considered was the 
advance depletion of the reservoir by 
installing a sophisticated flotKl warning 
system such that a techno-eeonomically- 
satisfactory solution ts arrived at [Govern¬ 
ment of Madhya Pradesh 199H|. It was 
also found that to handle the latest PMF 


estimate further acquision of land and 
property up to RL 1,328 ft will have to 
be done and 89 additional villages will 
come under submergence. Since this 
uprooting the population of 89 additional 
villages might result into a movement of 
Narmada Bachao Andolan type in the area, 
all these findings were kept secret and the 
government of Madhya Pradesh has as¬ 
sured people of the area tliat there is no 
such proposal to increase the height of the 
dam and further uproot the people. 

In view of these findings about higher 
level of PMF, resulting into serious con¬ 
sequences for the safety of dam, dam 
auihoriiies are expected to take extra 
measures for dam safety. But what actu¬ 
ally happening is that even the measures 
picscribed earlier on Ihc assumption of 
P.MF ol 7.5 lakh cusecs arc being flouted 
openly on more than one occasion. Take 
ihe ca.se of 1996 rainy season. The RI- 
exceeded Ihc stipulated maximum level of 
I ..^09 ft during Ihc period from August 21 
to August 22 and again from August 27 
to September I and from September 6 to 
September 10,1996. Rescrvoiricvcl varied 
between 1,309.74 ft and 1.310.75 ft bet¬ 
ween Augu.st 21 and 22, 1,309.35 ft and 
1,310.25 ft between August 27 and .Sep¬ 
tember 1 and from 1.309.74 ft and 1,310.75 
It between September 6 and 10, 1996. 

The dam authorities were required to 
o|ien all the 10 cre.st and nine sluice gates 
in case the RL exceeded I,.309 ft during 
this peruxl but they opened only live gales 
at 3.30 pm on August 21. .seven gates at 
5 am on August 22 and nine gates at 7 
.III) on the same day and allowed the RL 
to rise above 1,309 ft. Similarly, they 
opened only three gates at 3.25 pm on 
August 27, f i VC gates at 7.30 pm on August 
28. seven gales at 5.30 am, and nine gates 
at 9 am on August 29. Not only that, 
though RL was more than stipulated 
maximum, they closed two gates at 7 pm 
on August 29 and closed two gates again 
.u 5 am on Augu.st 30. The story of closing 
the d(K>rs continued to be repeated on 
August 31 and September 1, though RL 
exceeded the stipulated level. 

With these dangerous experiments of 
not opening all the gates and allowing 
Ihc RL rise above the stipulated level of 
1.309 ft between Septem^r 6 and 10 and 
again on September 16 to September 18 
had there been a heavy rainfall in the 
catchment area of Gandhisagar. the excess 
run-off caused thereby would have posed 
great danger to the dam and there was 
heavy probability of collapsing the dam. 

It is estimated that 30 m high water wave 
could enter the atomic power plants at 
Rawatbhata resulting into spread of very 


high level of radio aetiidty ib' the 
adjoining areas. The dams at Rawatbhata 
and Jawaharsagarand Kota Barrage would 
also have collapsed engulfing Kota town 
and downstream villages and towns caus¬ 
ing death to lakhs of people and destnic- 
tion of huge property. 

The authorities not only violated the 
guidelines regarding maintenance of 
maximum reservoir levels, they also 
flouted the guidelines about the sequence 
of opening and closing of crest and sluice 
gates, which is determined taking into 
consideration of keeping the .stress on the 
dam and vibrations at the minimum pos¬ 
sible level. For example, the sequence of 
opening gates adopted between August 
21 and 22 was S5. S6, S4. C5. C6. C7, 
C4, C8 and C3 as against required se¬ 
quence of .S5, S4, S6, S3. S7. C3, C6. C4, 
C8. Similar violations about the sequence 
were committed between Augu.st 27 and 
September 1.6,10,16 and 18 and thus fur¬ 
ther incrca.sing the danger of dam collapse. 

What is more surprising is that though 
the details regarding re.servoir levels are 
sent to superintending engineer and chief 
engineer of Chambal-Bctwa Region at 
regular intervals and huge monitoring 
machinery exists in these offices, no notice 
of this floutingof rescrvoiropcration norms 
at Gandhisagar tilt to date has K'cn taken 
even after the lapse of about two years. 
The whole monitoring machinery consist¬ 
ing of very highly qualified and experi¬ 
enced engineers, maintained at high co.st 
to the state exchequer proved as negligent 
and as inefficient as those rc.sponsibie for 
.actual operations. 

It is only liecau.se no heavy rainfall 
occurred in the catchment area of Gandhi¬ 
sagar during this period that disaster did 
not occur. Otherwise Gandhisagar dam 
collap.se would have combined the trage¬ 
dies of Henan dam collapse in China and 
Chernobyl in Russia and would have crea¬ 
ted record in the annals of dam disa.stcrs. 
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Pai^DeniMaracy fti Bihar 

ArvindNDas 


Metropolitan analysis of Bihar has been so obfuscated by the cliches 
of poverty, backwardness and degeneration that significant 
developments in the state have been ignored. The fact is that Bihar 
is changing and elements of its economic nansformation have 
started making an impact on its politics. 


THE ways in which the metropolitan 
unintelligentsia reacts to Biharisdistinctly 
odd. It exhibits greater ignorance about 
Bihar than about Bosnia and relatc.s to 
developments in the state as if they have 
taken place in .some strange never, never 
land. .Stereotyping has substituted for 
sensitivity and caricaturing has replaced 
understanding. It is no wonder, therefore, 
that Bihar mystifies economic analysts 
and political commentators alike. 

And it Bihar mystifies the metropolis. 
Laloo Prasad Yadav is even more intrigu¬ 
ing. Indeed, Laloo Prasad is himself a 
r^gure who has caused immense coni usion 
among the chattering clas.sc.s At first, they 
made fun of him as a country bumpkin, 
almost the village idiot of Indian politics. 
When tho.se who knew better pointed out 
his craftiness and cunning, they w.crc 
derided as having been taken in by the 
ideology of Mandalisation. Later. Laloo 
Prasad Yadav was portrayed as an intrepid 
anti-communalist and a master of the art 
of realpolitik. Again, when tho.se who 
knew better pointed out that he had no clue 
about the nitty-gritty of steering the ship 
ot state, they were dismissed as carping 
critics who did not acknowledge the 
mastery of the great communicator. 

The metropolitan media have never been 
able to make a realistic a.s.se.ssment of 
Laloo Piasad Yadav and, therefore, they 
have portrayed him either as a clown or as 
a hero. They have been wrong im both counts. 

It IS not an exaggeration to contend that 
Laloo Prasad Yadav cannot ever be real¬ 
istically assessed by using the conven¬ 
tional parameters of politics. It is for those 
who adopt the jargon of currently fashion 
academics to classify whether his politics 
IS pre-mrxlem or post-modern; what is 
clear to all is that it is certainly not modem. 
How do y(.u otherwise explain not only 
his own firm conviction but also that of 
millions of Biharis that democracy is not 
■government of the people, by the people, 
for the people' but a kind of divine lottery 
which enables .socially dark horses like 
him to win the political race? Laloo Prasad 
Yadav is 'mo^m' only ina.<much as he 


sees democracy as the great leveller where 
the undcrpnvileged, backward cowherd's 
son can aLso capture the .seat of power 
earlier reserved only for the elite. How¬ 
ever he is not ‘modem’ when he sees such 
capture of power as vesting hi m, his spouse, 
his brothers-in-law, his nephews, his 
children, his hangers-on with the divine 
right to rule, to appropriate, use and abu.se 
pri vately resources that belong to the public 
and turn a democratically mandated re¬ 
gime into a feudal court. 

It is this difference that Laloo Prasad 
Yadav has not understood or, if he has 
understood, has no use for. It is on account 
of this that he .sees himself not as a leader 
of Bihar who has popular sanction but as 
the ‘raja’ of the .state. And so benighted 
arc a large number of the fatalistic people 
of the state that they too have accepted 
his view of political power. It is not sur¬ 
prising for the people of a region where 
the theory of ‘karma’ was invented to 
believe that chief ministership is the re¬ 
ward earned by Rabri Devi for merit gained 
III previous births. Indeed, it is even held 
that her marriage to Laloo Prasad Yadav 
IS part of a divinely ordained prtKess by 
which justice could he done to her. 
Curiously, the fact that Laloo Prasad Yadav 
t<x> has beneHted from a similar karmik 
bonanza is not remarked on as often since, 
in his case, the achievement of power is 
explicable even in terms of actions of this 
life. 

However, it is faith in the inevitability 
of power that makes Laloo Prasad Yadav 
absolutely arrogant and intolerant of the 
rules of politics. He delights in bending 
the system and breaking mies and he does 
that not in order to help bis constituency 
of the poor and oppressed but in order to 
merely gratify himself. Making almost 
every MLA who supports him into a 
minister is strictly speaking legal, but it 
definitely is not moral. Sponsoring a 
resolution in the assembly one year on the 
creation of ihailchand and getting the same 
as.sembly to pass another resolution the 
next year opposing the division of Bihar 
is ‘clever’, Imt such short-term cunning 


doe$ not piy totig-term dividends. Split* 
ting parties in order to ensure a majority 
in the assembly is the stock-in-trade of 
Laloo Pra.sad Yadav but a statesman can 
hardly afford to make such tactics into the 
basis of his political strategy. 

Meanwhile, Laloo Prasad Yadav has 
also narrowed the considerable social base 
on which he had first built his politics. To 
begin with, not only did he enjoy the 
support of a vast majority of the backward 
castes and religious minorities in general 
but he also supplemented it with the support 
of a large segment of the dalits and, on 
account of his apparently principled 
alliance with the Jharkhand Muldi Morcha, 
also of the adivasis. Over the years, how¬ 
ever, instead of consolidating that sub¬ 
stantial support system through effective 
politics and actual developmental activi¬ 
ties, he alienated huge sections. He cal¬ 
culated that he could survive in power if 
he had the support of only the yadavas and 
the Muslims, the two largest caste/com¬ 
munity groupings in Bihar and fashioned 
his politics accordingly. Interestingly, since 
the Canutian abolition of caste as a census 
category by the republican Constitution of 
India, all such calculations of the political 
arithmetic of ca.sic and community are 
done on the basis of extrapolations on the 
distant Ccn.su.s of 1931. Nevertheless, the 
Muslim-Yadava (M-Y) alliance that 1 .aloo 
Prasad Yadav built up is today tearing at 
its .seams as the recent riots in Biharsharif 
show and. at the same time, it has driven 
away many other dalit and backward 
sections. 

.Simultaneously, neither Laloo Prasad 
Yadav nor his chief minister spouse Rabri 
Devi has given evidence of a devclop- 
mentalist perspective, administrative 
acumen or visionary politics. The state of 
Bihar has languished as public finances 
have been squandered if not looted out¬ 
right: institutions have collap.sed; construc¬ 
tion and even maintenance activities have 
been stalled; lawlessne.ss has been encour¬ 
aged; the infrastructure has decayed and 
there has been a general social and politi¬ 
cal fragmentation. 

Nevertheless, the metropolitan analysis 
of Bihar has also been quite uninforrned. 
The state has been so oKscured by the 
cliches of poverty, backwardness and 
degeneration that significant developments 
there have been ignored and even those 
features that should be apparent to the 
naked eye have not been noticed. The fact 
is that Bihar has changed and the elements 
of its economic transformation have now 
started making an obvious impact also on 
its politics. 
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For one, there have been major changes 
in the political conOguration of castes in 
Bihar. The OBC vote bUx; has split and 
it is that fragmentation which explains the 
political situation more than the appeal ot 
ideology either ot the hindutva or Mandal 
variety. One of the biggest castes, the 
kurmis. have moved towards the BJP 
Samala combine not bccau.se they have 
developed a sudrien love for Ram hut 
hecau.se many ol them are upwardly 
mobile, wannabe upper castes who feel 
uncomlortable with LalooPrasad’s delib¬ 
erate cultivation ot poverty, stagnation 
and hackwaidness. It has been estimated 
that in Bihar today thetc are more doctois 
and engineeis lioin among the kurmis 
than from any othei caste. These are also 
among the relatively better off profession¬ 
als who are moie vulneiable in the lai 
where kidnapping lor ransom is a major 
industry In this context, the urge loi law 
and ordet among kurmis and the rejection 
ol Laloo-led lawlessness is understand¬ 
able. 

Ttie economic and social upward mo¬ 
bility ot the kurmis is matched by that ot 
the yadavas who also consli.ute a laige 
ca.ste bliK. However, the yadavas have 
gained .in additional advantage: undci 
Laloo Pi.isad Yailav. they have gained 
political power. With Laloo Prasad as the 
’raia’ and Rabri Hevi as the ’raimala’, the 
yadavas have lelt them.selves to be part 
ol a Pr.ietorian Guard led by the likes of 
the legal brothers-in-law Sadhu and 
Subhash Yadav The real oi imagined or 
assumed proximity to the couit has also 
enabled the y.idavas to try to bully others 
This has Ixren particulaily evident in the 
lelationship between the landholding 
sections ot this ca.ste and the dalits. 

In Bihar, the yadavas have been known 
to perlorm (he role ot storm-troopeis in 
communal noting on behalf ol the upper 
ca.ste Hindus. As late as I9.S9. during the 
Bhagalpur iiots. the assault on the Mus 
Inns was launched by the yadava van¬ 
guard. The l.ict that these two .sections 
have a roughly etpial population ~ as 
esttmateil on the basis of the I9,T I C'en.sus 
and assuming an almost negligible migra¬ 
tion pattern - has exacerbated the tension 
between them And yet. Laloo Prasad 
Yadav tried to build a M-Y combine so 
as to secure moie than 25 per cent of the 
base vote. In older to do so, he had to adopt 
an overtly anti-communal pi'stun.'; stop 
ping L K. Advam's rath yatra’ was sym¬ 
bolic of that. 

However, the secular protestations of 
Laloo Prasad Yadav started ringing hol¬ 
low when he refused to take any action 


against the perpetrators of the Bhagalpur 
riots despite a very clear inquiry report. 
This was on account of the f^act that the 
main accused in the Bhagalpur riots hap¬ 
pened to be yadavas. Similarly, the recent 
riots in Biharsharif were not so much 
communal, between Hindus and Muslims, 
as between yadavas and Muslims. Again 
tor LaltKi Prasad Yadav, it became a choice 
between .secunng his primary ba.se or his 
alliance system and he cho.se the former, 
thinking that the latter would be secured 
III any case. 

The problems have ari.sen lor Laloo 
Piasud Yadav because he (txvk too many 
things for granted. Not only did he pre¬ 
sume on the continued support of Mus¬ 
lims. yadavas and other backwards castes 
but he also thought that he could gain the 
electoral backing Irom dalits by mere 
symbolic acts rather than sub.stantive 
agrarian relorms. In the event, his scheme 
ol distributing .saris and dhotis has ended 
up only in yet one more C'BI inquiry, this 
one launched ironically at the behest ol 
his wile! Meanwhile. Lalot) Prasad Yadav 
thought that he could ItHil all the dalits 
all (he time by striking political deals with 
the CPI and CPI(M). He did not count on 
the tact that while the CPKM) has very 
little presence in Bihar, the C’Pl is not only 
taction-ridden, thoroughly demorali.sed 
and aftlicted by casteist concerns but it 
also stands today for the agrarian .status 
qiK' which benefits the formerly radical 
tenants who have over tune become con¬ 
servative kulaks. Laloo Prasad Yadav 
i.mged himself against the lorcesof agrar- 
i.m change represented by the CPKML- 
l.ihcraium) in Bihat and in lact cynically 
and covertly promoted casteist outfits like 
the MCC. This wilful agrarian choice has 
sealed the political economic strategy ol 
Laloo Prasad Yadav. 

And yet another curious feature stares 
India's second most populous state as its 
polity comes to fenns with itself On the 
one side is the Scylla of a democracy 


whose practice has been pesveited by the 
state's most charismatic leader. On the 
other is the Charybdis of an undemocratic 
dismissal of the government by the BJP- 
led, Samata-.supported combine which is 
prepared to subvert the Constitution itself 
to grab the state of Bihar from Laloo 
Prasad Yadav and his kin. Wnat is par¬ 
ticularly curious is that is this tussle for 
the loaves and fishes of office not only 
IS there no invocation of principles on 
either side, there is not even the evidence 
of mass mobilisation and the emergence 
of new leaders in .such a formidable political 
enterprise. 

The rea.son for the absence of new leaders 
is worth reficcting on. The /act is that for 
the last several years Bihar - like the rest 
ot the country - ha.s experienced a peculiar 
political .stillness. There have been no 
great trade union movements like those 
that t(M)k place in the 1960s and 1970s that 
created leaders like Chaturanan Mishra 
and A K Roy. The massive student pro¬ 
tests that threw upthc likes of Lalcxi Prasad 
Yadav, Nitish Kumar. .Sushil Modi, Ram 
Bilas Paswan and other luminaries ol the 
so-called 'JPMovcmcnt’Uxik place .so long 
ago that the passions of the then youth 
have had enough time to turn into the lusts 
of middle-aged men today. And the nature 
ut peasant movements too ha.s changed; 
no longer are there ma.s.s peasant protests 
of the kind that were led by Swumi 
Sahajanand .Saraswati: the movements 
today arc smaller, more locali.sed, more 
intense perhaps but without a dramatic 
public lacc. The collective and low-profile 
leadership of the CPI(ML-/.i6errt//V>/i), for 
instance, is vary dilTerenf from the usual 
iTuxles of ‘nctagiri’ that have obtained in 
the stale as it has .sought to pass from 
political pre-rnodernity to dcnxxrracy. It 
is not siirpri.sing therefore that the long, 
dull twilight through which Bihar is pass¬ 
ing is marked by a curious pura-polilics. 
Tliis phenomenon needs much mom analy¬ 
sis than it has attracted up to now. 
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Wc wish to point out to subscribers and subscription agencies outside India that 
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We take no responsibility whatsoever in respect of subscriptions not regi.stered 
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A Committed Ubetologist 

Nirmal Chandra Sinha, 1911-97 

Dawa Norbu 

. Nirmal Chandta Sinha vi^ill be iemetnheied a\ one of the pioneering 
^ rihetoloi’ists oj modem India and thi founder-direi tor of the Sikktm 
Rescanh Institiiti oj Tihetologs 


niL pasMng awav ot Niiinal Chandra 
Sinha on August ^ I‘>97 at Siliguri was 
as quiet as the man himselt 1 he news was 
not disiloscd even to the libctologiLal 
Lirtles in which he had iKcupicd a pre¬ 
eminent position during the last lour 
decades His Iasi puhlicationA/i IntrodM 
non to tlu Histon tout Religion ofTihd 
(1991) d(H:s not even mention any ol his 
previous woiks espeiially his tamous 
essays uhich made him one ot the pio 
neeiing Fihttologists in post colonial 
India I his was typical ol Niimal ( handra 
Sinha Ik wasaquii'l soil spoken gentle 
man and a lormidahle intellectual 

^ After securing a lirsi lass in both BA 
and MA at ( alcutta I'niversity. Nirmal 
Sinha wis awaidcd the Prcmchand Roy 
chandScliolushiplorhisihisison modem 
Indian economic hisioiy It was deemed 
in honoiii (in ('alcutta Cmveisitvi higtiei 
than a PhD Hi began leaching in C alcutta 
IJniversitv (1927 41) bciamc editor in 
the National Aicluvcs( I‘>42 4(>) Diiccloi 
Historical Seclioii Minisiry ol Delciite 
(l‘>46 49) Shmiia whcic he authoicilllic 
(list volumes ol Indi i s wai histoiy De 
IHils Diixcioi National Aahues (19S()-S2) 
i)ircclor Rise iich and Reteience Dim 
sum Minisirv ol Infotmation and Broad 
casting (19S4 S6) wheie he pioneered the 
compilation and publication ol India-A 

♦ Ktferetut Annual which continues lo be 
published III the same format every year 
to tins day 

Alter being a scholar otiicial in various 
Itnp< irtant c apac ities dunng the c arly years 
ol India s independence Sinha ticcidcd to 
leturn lo his first lose scholatship He 
al way s showed a icstless spint in the pin suit 
of knowledge describing himselt as an 
active student ol history c ven when he was 
posted in ministiies in Delhi and Shimla 
In 19S6 he went to Gangtok (Sikkim) to set 
uptheOlliceoK'ultural Intormalion Divi 
Sion III India s political ollice thete I hat 
(lusting c hanged the direc lion <ind the area 
ol his specialisation for which he iscssen 
tiallyrcmcmhciedtoday Ilctumedto Tihc- 

. loktgy and icnuiiH'd so till the end ol his day 

* It was in auspicious beginning Soon 
aftc'T hi ^ ainval in Gangtok. Sinha was to 


accompany I adakh's Head I ama Kushak 
Bakula and Sikkim s Mahaiaja Kumar 
tPalden Thondup Naingyal) on a thrcc- 
inonth study tourol Tibet Niimal Chandra 
Sinha was the lirst Indian scholar lo get 
this raic oppoilunity ot doing fieldwork 
in Tibet aftei the Communist (Kcupation 
I ibcl in the mid- i950s though politically 
Unse was culturally intact He was able 
to obscive the ceremonial state in Lhasa 
and the deeply religious stKiety whose 
Iiidic oiigins and inspiiations greatly 
excited him 

Has mg gamed firsthand held expert 
ence in 1 ibet, he set up in Gangtok what 
was then called the Namgyal Institute ol 
libclology 111 19S8 It was a |oint Indo- 
Sikkimcsc project in which Nehru took a 
keen peisonal interest It was probably 
India s iitempt to save and prcscivc 
libelan icligion and culture undci the 


threat of extinction in its own homeland. 
He was the director of this institute three 
times (1958-71. 1974-76 and 1982-89). 
Under his able directoiship, the Namgyal 
Institute ol Tibetology began to publish 
a quarterly journal (Bulletin ofTibetologv), 
set up a first-rate museum of Tibetan icons, 
and, above all. built up an internationally 
acclaimed library of Tibetan texts, cer¬ 
tainly one of the largest collections ot its 
own kind in the world The unique feature 
ot this library is that it houses, under one 
root almost all the religious and philo¬ 
sophical texts of the tour major sects of 
libetan Buddhism 

As a recognition ot his contribution to 
Tibetology and other areas, Nirmal 
Chandra .Sinha was appointed as Cente¬ 
nary Protessor ot International Relations 
at ('alcutta University for three Yeais 
(1973 75) and Director of the UGC 
Advanced ('entre of Himalayan Studies in 
North Bengal University, Siligun (1977- 
79) It was there that he passed away 

Nirmal Chandia Sinha will be remem¬ 
bered asone ol the pioneeringTibetologists 
ol modem India and the founder-director 
ot the Sikkim Research Institute ot Tibe- 
tology Asa Tibetologist, his contribution 
IS in the field ol histoiiogiaphy He was 
also an academic institution-buildcr, the 
classic example ol which is the Sikkim 
Rescaich Institute of Tibetology in 
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Gangtok, inspiring the setting of other 
similar Tibctological centres in Samath 
Bhutan, I adakh and in the west 
Sinha telt himself moic at home with 
the world ul Mahay ana Buddhism There 


ANtiOI \ appeals lo he hiadine lor a 
new wai Since Augiisl both Ihc 
Angolan goveinnieni and I'Ml A have 
been piepaiing loi what could be .inolher 
bloods conlioni iiion in icoiiniis winch 
hasbeensiillciingheavils osei the last 2s 
seats Sevcial inleinal .ind cxitinal lac 
tors are to be an ilvsed in order lo undei 
Siam! current trends 
A ma|oi earth shake locked ccntnl 
Aliica l,ist seat with Ihe oseilhiow ot the 
Mohuiii die laloiship in /aiie An cxiri 
ordinary Atiic in coalition was built 
around Angola in the west and Ug><nda 
and Rwanda in Ihe east twith the suppoil 
ot South AInca and seveial other cential 
<incl soul hem Aliicacountiics in addition 
to help provided hv the I'nited Si,ties)' 
and succcLcled in pushing into power a 
new /aiii.in illi.tncc the Alliance des 
Ion es deinoc i iliciues poiii 1 1 hhenition 
du ('ongo (AH)L) Ihe \ngolan aims 
itsell as well as the tanioiis /aiiian 
‘ Katangueses which had bc*en located 
in Angola since the late I'HOs plaved a 
ma|or lolc in the west and the south ot 
/.me while Al 1)1 loices led bv Ugandan 
and Rwand.in elite troops pushed loiward 
from Ihe west until Ihcs took Kinshasa 
altei a ihicc inonihs war I his tenipoiaiy 
eomplementarilv expressed Ihe need ol 
both Angola ind Uganda lo secuie then 
hoick IS while climinaling Mc^butii who 
had been i eonstiint souicc ol desl.tbtli 
satioii III ilic ic'gion I ater in August 
l‘)‘)7 \n'’olan loices pushed their 
olleiisisc loiwaicl and succeeded again 
in teriniii iiiiu' in ciiitriendls regime in 
Congo BrazzasilU which had been 
supporting IIMIA and dissident lorces 
in the Cabinda enckise B\ the end ol 
1097. the new regional dispensation 
appeared extremely positive lor those 
who had initiated the big shake up 


fore, after retirement he decided to settle 
down in Siligun, clo.se to the Himalayas, 
where his last rites were performed in a 
I ibetan monastery He is survived by hts 
wile and three sons 


Internally in Zaire, however, the AFDL 
rapidly appeared as it was, a patched-up 
|ob bringing togethci a wide hut totally 
incoherent political spectrum Ihe new 
prc>sident I ament Desire Kabila was soon 
unable to hold things togethei and new 
ic nsions weie developed In the .Spring of 
I99K It became clear that Kabila w.inted 
his easlein allies out ol the picture Dis¬ 
creet talks were held between Uganda s 
Muses eni and Angcdan Dos Santos to get 
lid ot Kabila and imposed new t.ices in 
Kinshasa but Kabila moved moie rapidly 
hv eliminating Rwandese olficeis (roin 
Ihe aimy, including his own army com 
mancic r and mastermind behind the ovei- 
ihiow ol Mobutu James Kabahte In the 
meantime anti I Uganda and anti Rwanda 
opposition lorces intensilied then actions 
using t'ongo .is a leai base with the tacit 
complhtnce ol Kabila 
In Julv various political and military 
loices with the tacit support of Ug.inda 
and Rwanda again rebelled in the east and 
ap[K'aied ready lo move towards the west 
much as the Al 1)1 alliance had done a 
s ear betoie But then a new extraordinary 
shill occuricd Kabila succc*cdcd in bring¬ 
ing on his side Angola (with the support 
ol /imbabwe and Namibia) Angolan 
lorces moved swiltly lo block the eastern 
ol tensive and save Kinshasa tiom a new 
take over Very angry words were ex¬ 
changed with Uganda and Rwanda and 
a major split appeared within SADC with 
South AInca still siding with Uganda 
What motivated Luanda torthis turnaround 
IS still a matter of speculation On the one 
hand, the obvious argument was that the 
Angolan government wanted to cut off 
('N1TA from its Congolese sanctuancs, 
but this IS not very convincing, since 
Kabila himself has been unable to do it 


since his coming into power, and more¬ 
over. because Uganda and Rwanda had no 
interest at all in permitting UNITA to run 
wild tn western Congo Another hypo¬ 
thesis IS that Angola wanted to prevent 
Museveni to become the strong man of 
Africa which could have been a likely 
possibility with Uganda dominating 
Congo On the long term, the Angolan 
government might have been afraid of a 
powerful central and eastern African al¬ 
liance. eventually able to move forward 
tn several countnes that are stil I in the orbit 
of Fiance and apparently ready for a take¬ 
over (this includes CentrAfnque, Came- 
loon, Chad, etc) As ot now, the Congo 
situation remains very volatile The coun¬ 
try IS effectively split in two parts At¬ 
tempts to mediate from South Afnca have 
so fai been met lective Angolan forces are 
stuck in the west and seem unlikely to have 
sulHcient scopeto move in the ca.st and expel 
Uganda and Rwanda now operating with 
a new Congolese alliance, the Rasscmblc- 
menl pour la democratic au C ongo (RDC') 

UNIFA Baik 10 lilt Waii 

Even if the Congolese business is far 
lioni over, these latest developments have 
helped at least temporanly the Angolan 
government to put more pressure on 
UNITA This new military preparedness 
results from the failure of the November 
1994 peace process initiated after the 1992 
w.ir and which was supposed to lead to 
the setting up of a govci nmenl of national 
unity, the demilitarisation of IjNITA and 
Its full integration in the FAA (Angolan 
army) All along. Jonas Savimbi has made 
clear that he was refusing the substance 
of the peace accords by keeping away 
from I uanda In the meantime, UNFFA 
consolidated its grip over the diamond- 
nc h eastern and northen regions, along the 
border with Congo It was reported that 
diamond smuggling was generating over 
600 million dollars lor UNITA, which 
permitted the maintenance ot important 
military forces I ater in 1997, UNFFA for¬ 
ces movedongovcmnK'nt-controlled /ones 

In Luanda, these moves have favoured 
hard-liners like FAA commander Joao 
Matos who has always proposed to launch 
a “war to the Finish” against UNFFA Very 
heavy military purchases were made by 
the government and paid for loans based 
on future oil exports Several important 
clashes were registered particularly in 
Kwan/a Norte In August, UNFFA at¬ 
tacked UN food convoys. Later on, the UN 
was also severely affected by the un¬ 
expected death of his special representa¬ 
tive in Angola ^ It is now clear that the ' 
UN peace keeping operation UNAVEM 


More War in Angola 

Pierre Beaiidet 


With rill Ani’ultin ^o\ eminent nnJ its rnul UNITA husv pumping 
then super pio/its fioni off-shore oil sield and diamond smuggling 
Hsputixils into pun hose of aims and hiring ineicenaiies, the 
Angolan ptopU me left a! the iiien i of handful of wai-irazy 
iiiilitais Ildus 


Chaos in Kinshasa 
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IS unable to prevent the mili^ buiid'Op. 

Lately, UNITA has suffered from an¬ 
other blow when most of its semor politi¬ 
cal ofhcers based in Luanda, including top 
IINTTA negotiator Jorge Valentim, de¬ 
tected and came out in support ol the 
government ’ In the latest SADC summit 
in Mauntius piesident Dos Santos called 
Savimbi a “ciiminal" and asked southern 
Atnca to support his cHorts to end the 
military stalemate 

Losi LostSciNARio 

Despite these setbacks, however 
Savimbi is far from finished He com 
mands the bulk ot UNlTA’s armed forces 
including battle hardened troops that were 
never demobilised despite the 1994 peace 
accords In the past, Savimhi was also able 
to extract himself from apparently inevi 
table defeats, so it remains unclear what 
outcome might come up from the current 
confrontation The Angolan government 
IS also unsuie of its capacity to ‘go all the 
way” as General Matos would wish Many 
senioi officers have expressed doubt and 
icservation about a new prolonged war 
in the inhospitable northern and eastern 
/ones, as well .is being bogged down in 
a prolonged stalemate in Congo An 
additional factor is the continuous stxtal 
and economic crisis particularly in large 
cities like I uanda Exhausted by yeai^ of 
neglect the civilian population is clearly 
dissenting although unable to e xpress this 
by mass movements and .ictions At the 
best the political base ot the MPIA 
government remains extremely fragile 
Such a context leads to a sort ol ‘lose 
lose' sccnaiio with no side able to re 
solve' the crisis one w,iyorthc other This 
prolongs a situation which has made 
Angola sutler lor the last 25 years indeed 
One of the causes of that situation accord 
ing to Angolan expert David Sogge is the 
fact that the economic base on which both 
the government .ind IJNIFA are built has 
very little to do with Angolan people The 
olf-shore oil with its yield of ovei 3 billion 
dollars per year is appropriated by the 
government and feeds the FAA On the 
other hand UNITA lives off diamond 
smuggling Immense profits are used to 
buy arms and hire mercenaries, with the 
Angolan people totally dispensable The 
economy of the war becomes central and 
remains piofitable for a handful of mili¬ 
tary rulers, with no end in sight 

Notes 

I US policies in centriil and southern Afnc.i 
were until the I9Q(K motivated by cold war 
politics which include support lor cronies like 
Mobutu and tacit alliance with France the 
iiujor western power active in wesietn and 
central Afnca 'Ihc fall of the Berlin Wad later 


cieaied a vacuum which u now being tHebnted 
in Washington Chie of the policy options » 
to cut out Prance and move in alliance with 
new African powers like Uganda and South 
Afnca The move against Mobutu was a test 
tor this new policy which was translated by 
military support to Uganda and Rwanda 
combined by diplomatic manoeuvres to prevent 


w t 

Brance to mtervene In support fo Mobutu 

2 The death of Blondin Beye resulted from a 
mystenous plane crash over Cote d'Ivoire, a 
country tradibonally supportive of Savii^ 
and where French military forces are located 

3 These defectors with vafemtin and Eugenio 
Manuvakola at the top also include most of 
the elected UNITA MPs 


ON COALITION COURSE 
Arun Kumar 

Hus mentonous book is a perfect account of the recent general election, 
resulting in another hung house and yet another coalition Further, this 
work of worth makes afforts to seek answers to ail the old inevitable 
questions, regarding the future of our democratic system and the state of 
affairs, as far as the political instability is concerned It stresses upon the 
fact that the people of India prefer to alter the complexion of the Indian 
polity, every time, they are asked for a verdict—at least the results of 
previous two elections prove it that way, even if wc chose to exclude the 
revolutionary changes of 1977 and 1989, which can be termed as a 
different subject By all means, this valuable book emerges as a must for 
all watchers of the political scenario, analysts, journalists, scholars and 
students, alike and of course for the general readers 
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IV U.S. Policy Towards South Asia: 

1 v Vllth Special Reference to Indo-Pak Relations 

\v AftabAIam 

The contents of Indo-Pakistan relations, though generally bilateral in 
nature, have been profoundly influenced by the acions and 
I T pronoucements of the external pomrs such as the U.S. The projection 
of the super powers into South Asia severely complicated the 
1-^ fundamental problems by exacerbating tensions between India and 
Pakistan. 

^ ^ The U.S., by making Pakistan its cold war ally berely helped in 
TV I impiDviog Indo-Pakistan relauons rather its mvolvement has nirther 
widened the existing gap. The U S. uneven polity have made Ae 
thing even more perplexed and prospect of a solution more remote. 

. , Indiepre^woikthe^iecialstressofthestudyistoana^dieU.S.Polity 
* on dim important issues viz nuclear, military assistance and Kashmir 

/Y and its impact on bilateral relations between India and Pakistan. 
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PERSPECTIVES 


SokaFs Hoax; A Backlash to 
Science Criticism 

Gita C'hadha 

Does the case for science lie in the role it can play as arbiter over 
oppressive tradition ? Does it really work for the utopia of 
egalitarianism, the vision of progressive ideology? How much do w’f 
need science in building this utopia ? 


Because ot the ct>nncclion betneen km)w- 
ledgc and pohlics, someone urging a view 
aboul scicniihc inquiiy may be under¬ 
stood and reail as supporting a political 
analysis, even when that is not her intent. 
We all caic deeply about politics, hentc 
there is more than enough room tor mis- 
undeistanding and hurt. 

Helen Longino 

IT is now two yeais since Alan Sokal 
published the article ‘Tran.sgressing 
boundaries- Towards a Transformative 
Hermeneutics ol Quantum Ciravity' in the 
Sm ial Text, and subsequently declared tt 
to be a ht'ax. This episode has a^ceived 
widespread attention not only in the 
western media but also sparked off mul¬ 
tiple debates in the academia. While Sokal 
would like to be projected in the media 
almost m the image that is re.servcd for 
exceptionally gifted scientists like 
Innstein and Feynman' on the one hand, 
and as a saviour ol leit politics on the 
other, the reactions ttom the academia 
have been diverse. Well-known scientists 
like Steven Weinberg- and acclaimed 
philosophers like Jacques Derrida' have 
reacted on either side ol the pole which 
divides opinion over Sokal's hoax and the 
issues in and around it. In India, apart from 
a few Items in the press [Jayaraman I ‘>96|, 
Sokal's hoax began on the pages ot this 
lournal with the -aim of carrying on the 
debate between a ca.se for and a critique 
of modem science.'* 

In the previous article on the issue, I had 
argued that science critiques cannot be 
pushed into pm- and anti-science lobbies, 
as .Sokal's hoax d(x:s. [ hud also submitted 
that Sokal's attack does not limit it.scif to 
the po.st-modern critique but has extended 
over entire methodological debates in the 
social and naliiial sciences. In the present 
article. I would like to lirst critically 
examine some of the strategics used by 
Sokal to indicate the opportunistic tem¬ 
perament involved: second, consider the 
potential impact of the hoax on .science 


studies as a ticid while arguing for a need 
to develop a critical temper towards sci¬ 
ence as a means lor pmgress or as the 
supreme tinil lor liheratory movements; 
.mdthird.Juxtaposc positions of two Indian 
•scholars. Shiv Vishwanalhan and Mcera 
Nanda, who have commented upon is.sues 
of science and development. While 
V’ishwanaihan's position veers towards a 
complete and radical critique ot modern 
.science. Nanda’s defence of modem .sci¬ 
ence is too over-enthusiastic. Having 
argued cl.scwherc for the need to con.stmct 
and occupy a middle ground.' I .suggest 
here that cpistcmic relativism which is at 
the heart of the controversy over .scienti fic 
knowledge and Imth thereby, need not be 
due to self-imposed theoretical checks 
evolved by trends in cultural criticism.'’ 
as damaging as made out to be by certain 
sections of the academia, especially in its 
role in liberatory movements. 1. therefore, 
submit the need to sharpen the departure 
points between relativism and anarchism. 

SoKAI 'S Ol’PORriNISM 

L.et me start by looking at some of the 
strategics used by .Sokal m his war against 
the post-modernist, culturalist trend in the 
academia. These strategies might be sig¬ 
nificant in evaluating the merits of Sokal’s 
hoax and also its more respectable face, 

I c. the subsequent book Intellectual 
Impostures, co-authored with Jean 
Briemont. which aims at seriously devel¬ 
oping the arguments against the po.st- 
modcrnisl turn m swicnce criticism. Though 
he was woi king with the hypothesis (which 
lor him was an undi.sputed truth) that a 
journal like Social Text would publish 
non.sen.se if it suited their ideological 
suppositions, .Sokal's own opportunism 
needs also to be brought forth. While 
.Sokal decries Social Text for its ideologi¬ 
cal motives in publi.shing 'nonsense' and 
also justifies his own hoax (bypassing all 
other ethics of academic life), on the basis 
of his “motive to establish a dialogue on 


the left between humanists and natural 
scicnti.sts"; he seems to do an about turn 
on the issue of motivation as a basis of 
argument while defending him.self and 
Briemont against accu.sations of spread¬ 
ing disinformation made by noted femi- 
ni.st philosopher. Julia Kristeva (Sokal 
19971, or of diverting funds from social 
to natural sciences as others havc;^ saying 
that “even if our motivations were indeed 
as a.scribed (and they mo.st certai niy aren' t), 
how would that alfcct the validity or 
invalidity of our arguments" [Sokal 19971. 
What I wish to undcrscurc*is that while 
motive (whatever it might be) is u.scd by 
Sokal to ju.stify the breaking of academic 
ethics and conventions and is al.so prof¬ 
fered as a moral reason for his attack on 
.science studies, motive is cleverly reduced 
to a .state of irrelevance in measuring the 
merits of argument within another con¬ 
text, obviously one disagreeable to Sokal 
This ability to shilt strategy, argument 
and stance according to convenience seems 
to be Sokal's hallmark. I would al.so like 
to point out that while Sokal and his 
supporters accuse the post-mcxlcmist of 
being rhetorical and indulging in extra¬ 
polations of .scientific concepts (which 
might very well be valid in some circum¬ 
stances but not in all), they .seem to have 
no problem in indulging in rhetoric and 
granting themselves the liberty ot similar 
extrapolations Irom the hum.initics. In the 
article Tnith. Reason, Ob)cctiviiy and the 
U'ft' (.Sokal 1998:913], Sokal starts very 
ceremoniously by stating what he is not 
doing or intending to do. but which un¬ 
deniably. to my mind, is the eflcct of what 
he IS doing. For instance, he .says, he is 
not di.scussing the .social role of science 
and technology but is concerned with "the 
nature of truth. rea.son and objectivity, and 
its implications for progressive social 
action". Juxtapose the above statement 
with the following: “Rather, my goal is 
to defend what one might call a scientific 
world-view defind broadly as a respect for 
evidence and logic and for the incessant 
confrontation of theories with the real 
world: in short, for reasoned argument 
over wishful thitiking, superstition and 
demagogues'*. Can ‘progressive social 
action' and the ‘social role of science and 
technology' stand delinked in a position 
like Sokal's which repeatedly spcak.s of 
using science to hear upon obscurantism'/ 
An average student of social science will 
find these statements if not incompatible, 
at least confusing. And are not concepts 
like truth, reason and objectivity extra- 
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polation&lioni philosophy into science aid 
from science into culture? Besides, does 
it not look a bit like the confused thinking 
that Sokal accuses critics of science of. 
Sokal’s .statement that “I wil I not enter into 
technical issues of philosophy of science” 
Juxtaposed with the statement “My re¬ 
marks will concern only epi.stemic rela¬ 
tivism” would probably be confusing for 
any first year student of philosophy and 
amusing for a serious philosopher of 
scicntillc knowledge because cpistemic 
relativism is definitely a technical is.sue 
of philosophy of science whether Sokal 
argees or not. Oven at the ri.sk of oblit¬ 
erating the hermeneutic content of Sokal's 
position. 1 wish to bring the alwve instance 
to notice, simply in order to indicate that 
while non-scientisis are always accused ol 
extrapolating .scientific knowledge un¬ 
wisely. scientists often do the same, albeit 
unabashedly, to concepts from humani¬ 
ties II the debate over science as a con¬ 
testant toi truth has to go on, especially 
in the third woild, it would be important 
to pitch il il not at a less polemical level 
then at least to consciously adopt a less 
cavalier style than the one .surrounding the 
Sokal atlaii. This, I think, is essential 
because science studies as a field ol study 
in the third world is almost non-existent. 
A backlash*' ol the kind that .Sokal's hoax 
contains can not only be damaging hut 
also latal loi science criticism. 

S( II Ml K S 11 'OH S AH! R I Hb HOAX 

For a long lime the attitude to science 
studies.** in some seclion.s ol the academia, 
has been one ol disdain, but matters have 
pari iculai Iv worseneil .iiul science eril iques 
arc lacing a I resh onslaught alter the Sokal 
atlair. The onsl.iught is not pist limited to 
plain naine-calling but has the potential 
of extending into the very survival of the 
Held of science studies. One recent indi¬ 
cator of this threat is the controversy at 
the Institute of Advanced Studies. 
Princeton [Mukherice l9ySl Recently 
Norton Wise, who directs the history of 
science programme at Princeton and who 
has a doctoral degree both in physics and 
in history, was nominated by the Social 
Science School tor an appointment in the 
field of science studies. His appointment 
did not come through. Six years earlier. 
Bruno Latour. the .sociologist was to be 
appointed in the field of science studies 
at the Institute of Advanced Studies Due 
to the objections from the scientists and 
mathematicians. Latour withdrew his 
candidacy. Unlike Bruno Latour. whose 
work (which is classified as an extreme 
and radical critique of .science) is undoubt¬ 
edly controversial. Wise is “widely seen 


as a mediatihg figure between the increas¬ 
ingly divided camps of scientists and those 
who study science from cultural, socio¬ 
logical and hi.storical perspectives”. And 
yet, his appointment was stopped. Though 
there were no ‘procedural irregularities* 
involved, according to Nancy Cartwright, 
a professor of philosophy at the London 
.Schtxil of Economics and a scholar who 
voted for Wise, ‘the decision was influ¬ 
enced by opinion of people who are not 
experts, or who do not think that the field 
has much merit*. According to Clifford 
Cieert/, a faculty member in the Social 
Science School at the Institute “a small 
clique of scholars in the natural science 
objects to science studies and to social 
science, in general. While other appoint¬ 
ments at the Institute have little trouble, 
ihc Social Science School appointments 
always involve a fight.” Joan Scott, an¬ 
other profes.sor at the Social Science School 
Icit that had it not been for Wise's ex¬ 
change over .Sokal issue with the well- 
known physicist Steven Weinberg, where 
the lonner accu.sed the latter ol espousing 
his own cultural agenda in supporting 
.Sokal. Wise's appointment might not have 
been contested. 

Though the internal politics of the 
Institute ol Advanced Studies. Princeton 
should apparently not concern third world 
intellectuals, I would justify this engage¬ 
ment because though “Indian critics of 
science have made original contribution 
to the kind of radical critique of scientific 
lationality and other enlightenment ideas 
targeted by Sokal” (editorial note. EPW. 

1998:9121, science studies as a field is yet 
to develop. Silencing of the dynamism ol 
such a voice is a danger that can loom large 
upon the hon/ons of third world academia 
where the two cultures, the scientific and 
the humanist, have yet to make a long 
lourney before they can construct or dis¬ 
cover intersecting shared spaces condu¬ 
cive to the possibility ol rewarding con¬ 
versation a space which in the west has 
become occupied by the raging ‘science 
wars'. This episode at the Institute of 
Advanced Studies reveals the tensions that 
exist between the practitioners of science, 
good or bad, and the critics ol science, 
radical or otherwise. Though science stud¬ 
ies as a field does not comprise only of 
radical .science critics, the perception that 
science critics are always anti-.science is 
debilitating for a dialogue between sci¬ 
ence and sciencccrilicism. Moreover, even 
if there might be some truth in the belief 
held by many scienti.sts and humanists that 
science criticism is be.st done by practi¬ 
tioners of science themselves (which 
explains why Sokal would support cri¬ 


tiques of Ruth Hubbaid'*' and not of, say, 
Sandra Harding while in the feminist 
critique of science, the effort to seek the 
common ground in these is ongoing l'), it 
cannot become their exclusive privilege 
simply because of the practical advantage 
that they have in understanding scientific 
concepts and results over the ‘others’ who 
are perceived as extrapolating unwisely. 
It is strange to note that while on the one 
hand, scientists would like to restrict the 
study of science to scientists (or those with 
some training in science), a science prac¬ 
titioner who dabbles in philo.sophy of 
science is .soon perceived xs a ‘bad* or a 
‘burnt-out’ scientist leading toaciosedness 
‘in the culture ol science towards a de¬ 
velopment of science criticism’ from 
within. It appears to me that one of the 
faces of the traditional resentments be¬ 
tween the scientists and the philosophers 
of science has now emerged as a full- 
fledged science war extending over the 
entire academia unnece.ssarily fuelled by 
a hoax like Sokal’s. One cannot rc.si.st the 
temptation to point out here, as Jacques 
Demda hxs done elsewhere, that it is sad 
that Sokal shall not he remembered for his 
work in physics but that his name .shall 
always be associated with the term ‘hoax*. 
Even if this is not a source of embarrass¬ 
ment lor .Sokal, the Sokal affair has 
polemici.sed the debates in science studies 
to an extent that a genuinely healthy 
environment and space for science criti¬ 
cism - both from within (from .scientists) 
and from outside (fnan humanists and 
social .scientists) - migbi becomes further 
removed from the wdiUI of possibilities. 

It only the editors of Sonu! Text had the 
privileged access to Sokal’s mind like his 
aichaeologist Inend,'^ science studies 
would not be embroiled in an avoidable 
controversy. Or if only thecilitorsof Smial 
Text, mostly non-scicnttsLs, had been gifted 
enough, like the archaeologist friend, with 
the amazing insight into matters of .sci¬ 
ence, in order to detect the hoax in the 
article, science studies would have been 
on firmer grounds. But nevermind. Bruce 
Robbins (1996), one of the editors of Social 
Text who after the hoax was revealed, 
confessed with reference to the publica¬ 
tion ol Sokal hoax that “.some science 
Ignorance and .some absent-mindedness” 
had combined with “much enthusiasm for 
a .supposed ally to produce a ca.se of 
temporary blindness”. He further argues 
that the fact that the journal editors thought 
that Sokal’s manuscript made a case for 
the dovetailing of quantum physics with 
post-modern philosophy docs not mean 
that the post-modernist cannot recognise 
an unintelligible argument even if it hits 
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them in eye In fact, even after the hoax 
was revealed Robbins says that, “We 
thought that Sohal had a real argument and 
we still do” This stance need not suggest 
a stubbornness as some would like to 
believe but indicates to me the complexity 
of and the problems in science cntu ism 
- post modernist or othci wise - that might 
lead to absurd sounding rhetoric Apart 
from affecting sc lence studies the science 
wars are also particularly devastating 
within Icitisi circles where science is not 
only wedded to progress and to develop 
men! hut also to critical thinking 1 .im 
not sure much this helps in the need to 
develop the reciprocal iclationships be 
tween science studies and critical move 
ments that implicate science and lo use 
insights provided by science studies to 
ciitically assess the role and the model ot 
science as » tcK»l lor critical hbeiafory 
movements without completely debunk 
ing all science Iht role model provided 
by scieniilic lationalily toi libeiatory 
movements needs to be ciilically exam 
ined in view ol the results produced by 
science studies that implicate science in 
oppressive social structures Such a criti 
cal approach towaids science dex's not 
seem to be developing succcsstullv not 
only because science is an institution 
occupies an impoitant place as a re.ison 
toi nation slates and because ol the power 
that the sc lentists wield within the 
ac ideniia but also because the political 
Iclt looks upon science as its brahmastra 
that needs to b* dclendcd with as much 
bmte might is possible Iheicloie sci 
ciicccnticism in whatever form is routed 
out with a kncc jeik u action It ippeais 
that between the teleological notion ol 
progress ol the libeials and the culls ol 
the left progressives science needs .ii 
some point a clean chit Ate we prepared 
to give It that ^ II electi icity and Ausc h wii/ 
do come together as a package deal ate 
wc to learn to sav a fatalist ves (i e keep 
the baby and the bathw iter - it is a dit 
tcrent mallei altogether that the bathwater 
IS the baby lor some and the baby the 
bathwater lor others) to the deaP Or arc 
we to look atound as agents into past and 
into the lulurc tor alternatives torpermu 
tations tor combinations that allow us to 
sitt to choose'Due to Sokal s unabashed 
old leltisl vantage position from where 
hcattai ksscicncecriticism ithasbecome 
necessaiy toi those involved in critical 
movements that envisage a better future 
for humanity (even if ihev chemse to 
separate themselves fiom the progressive 
of the left vanguard) to kc« p alive the 
debate, with one eye on culture and the 
other on science, around Sokal s hoax 


which would odierwise have not merited 
international attenuon 
Responses from both sides mdicate that 
in the contest over truth and progress, that 
IS being fought within the left, between 
the culturalists and socialists, there is scope 
tor more than a semblance of clarity on 
both sides which, one hopes, will help in 
churning out a middle ground through a 
debate But most importantly one hopes 
that science studies as a field - and not 
as a narrow turt of a lew who wish to 
appropriate it (i e, the scientists or the 
leftists) does not suffer a set-back due 
to Sokal s hoax 

Two INDIA'S Vii-ws 

In his recent book Camnal fo/ Sc tent e. 
Shiv Viswanathan (1997) states that the 
magical wotds of 1950s in India were 
nation science secularism development 
reason and piogrcss Yet all these words 
have lost their tire It demcxracy is to be 
sustained we must revitalise the dialogues 
around these words {p2) Why did these 
words lose their tire tor some and not for 
others' Capsuled together these words 
can be best represented by a single term 
I e modernity Bioken into bits each can 
he analysed sepaiately hut only up to a 
point Thereafter analysis of one would 
implicate the others 1 he science question 
III India therefore eventually does tie up 
with issues of nationalism and develop 
nicnl on the one hand and on the other with 
issues of ethics and epistemology I will 
here attempt a simple juxtaposition be 
tween the views ot two commentators 
Shiv Vishwanathan and Meera Nanda 
upon the science issue in development and 
III critical movements 
While in her article that was presented 
It the Social Scholars conference in New 
>ork Meera Nanda (199K 916 21) as 
St tied that the fust science wars began 
ilmosi as soon as decolonisation began in 
the third world and even sooner in some 
countries like China and Japan Indeed 
New Delhi and not New York she says 
h IS been the site ol manv skirmishes and 
battles over the nature and meaning ot 
science I urthcr she states that “it was 
tiom New IXMhi intellectuals more than 
a decade ago that I heard the ideas that 
are now being debated by New York 
Science warriors’ She further goes on to 
criticise these citiques by Ashish Nandy, 
VandanaShiva Claude Alvares with some 
valid arguments which are pressing but in 
a tone which disregards their contribution 
to science studies While she states that 
iliese critiques voiced important issues 
with which the pro-science mindset (par¬ 
ticularly the leftist) could sympathise, it 


became dilTicuIt forthe hmerto make the 
leap to‘deny science’ She cites Nandy‘s 
cTHttroversial stance on ‘salt’ (where the 
scientific temper is asked not to bear upon 
the tradituHi) as a case to illustrate the 
tendency amongst anti-enlightenment 
intellectuals of implicating colonialism 
indiscriminately “not only for its own 
cruelties but for ours too” Nanda also 
states that Vandana Shiva’s book Staying 
Alive has become the bible of North 
Amencao science cntics and eco-femi- 
nists but which, Nanda remains convinced, 
ifevcrapplied, ‘woulddnve Indian women 
back a tew centuries and rum the produc¬ 
tive base of agnculturc” Nandy’s stand 
on sati and Shiva’s book Staving A/ive are 
two landmarks that led to the conviction 
in Nanda’s mind that the ‘patriotic tage 
against reason and the west are no mere 
academic fashions”, but had the potential 
tor legitimising reactionary political cur¬ 
rents in India For that reason, she says 
“I became convinced that Indian science 
critics and the western anti enlightenment 
philosophei s they derive inspiration trom, 
must be philosophically refuted and 
politically challenged’ Fair enough 
firstly 1 would hke to point out that not 
only IS It not impossible to combine anti- 
enlightenment ideas with critical thinking 
but that in the case of sati this has actually 
been done *^Anti enlightenment philoso 
phy which need or need not be anti- 
science does not necessarily lead to inter 
pretations ot sati which are m the manner 
of Ashish Nandy s At the nsk ot being 
repetitive, 1 would like lo note that all 
critiques do not deny science completely 
and do not necessanly have to legitimise 
reactionary political currents The poten 
tial of these critiques being appropriated 
by the political light can only become a 
possibility if allowed to Secondly the 
problem with Nanda s position lies in the 
tact that somehow Nanda takes these 
critiques ot science lo be ciihei as given 
or emerging from a ‘politics of nostalgia’ 
or as a result of academic fashions It 
IS important to again highlight the fact that 
the third world feminists, not motivated 
by the politics ot nostalgia have also 
voiced their problems with modern sci¬ 
ence and technology [Manoiama and Shah 
1996, Chadha 1996] So if one looks into 
critiques of science, one can either choose 
to label them as regressive and holding 
‘idiosyncratic and highly debatable neo- 
Gandhian post-modern interpretations that 
seem designated to‘find colonialism re¬ 
sponsible not just lor its own sins but for 
our own as well” (p 921) As Nanda does 
or if one chooses not to do so and listen 
carfuliy, one might And that the roots of 
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the critkioei; of sdcaice totidia doiKN He 
in fashions of North American academia, 
but in the history of the Indian nation-state 
' and the contemporary Indian scenario, a 
scenario that cannot be swe{M away by the 
impassioned rhetoric of any side. I would 
like to briefly recount here, in the context 
of Nanda's refutation of a critique of 
.science, the reasons given by Vishwa- 
nathanthat,accotdingtohim,iedtoa gene¬ 
ration’s disenchantment with .science. 

Vishwanatban (1997:6) argues that 
science as a tool lor national development 
and progrcs.s not only failed bccau.se it did 
not help us become anything other than 
“a poor third" but also because “techno¬ 
logical progress which had begun with the 
best of intentions had ended in the destruc¬ 
tion of our civil nghts" and has become 
part of a life-threatening and even geno- 
cidal process. From the events in the last 
ttso decades which exposed to him the 
futility of a regime in which “modernity 
was the social contract between the na¬ 
tion-state and modem western .science 
engaged in a soap opera called dcvclop- 
mciif' A cntique ol science in India is 
enmeshed in the cntique of this social 
contract which manifested in the follow¬ 
ing events The declaration of emergency 
in I97S and its technocratic bias which 
led to the bulldozing of slums and family 
planning programmes in the name ol 
progress and technology; the 1984 Delhi 
nots which saw the emergence of a tcr- 
ronst stale that had naturalised, very ra¬ 
tionally, genocide itself; the Bhopal gas 
disastei which demonstrated the nexus 
between the slate and the technocrats, in 
'managing' the issue; and lastly the pro¬ 
posal ol loastmcling the Narmada dam 
which according to Viswanathan repre¬ 
sents a transformation of a liberal version 
ol the role of science and technology into 
the genocidal version where large dams 
are not just seen as “an experiment on 
people but as a ‘calculated risk' (p II). 
Particularly juxtapixsing the views of 
Nanda with those of Vishwanatban, on the 
one hand, the Narmada Bachao Andolan 
can be seen as an effort to open “a moral 
and cognitive space" (Vrshwanathan) or 
it can be .seen as speaking up “for the 
situated lives and cultures of living com¬ 
munities against the demand of progrc.ss'' 
(Nanda) and leading to a potentially 
dangerous logic and situation open to abuse 
by the political right. Though Nanda is 
w'omed about the appropriation of the 
critique by the nght - which is a valid tear 
but which I think has to be addressed in 
a more widely based political debate than 
the one surrounding the .science question; 
the es-sential threat seen by Nanda is in 
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a much feared 'efusteoiic die 

logic of which, in this Context, to put it 
very briefly and simply is: if all i^w- 
ledge and thereby all truth is relative and 
probably ideological - i e, partial and 
provisional - how is one to argue for 
universal progress and justify critical 
movements with such an utopia at its heart? 
Epistemic relativism in this context is 
perceived as anarchi.stic. I would like to 
add to Vishwanathan’s list of four a fifth 
that often comes up in debates over the 
role of scientific temper in combating anti¬ 
human and oppressive traditions, i e, the 
demolition of the Babri masjid. After the 
demolition of the Babri masjid, it has 
become clear that the appeal to scientific 
temper does not provide sufficient means 
to combat communalism. This does not 
at all imply that egalitarian politics has to 
beforgone. What it brings forth is the need 
for cntical tools in addition to (not in 
exclusion oO the scientific temper. What 
we need to ask ourselves is: Do we allow, 
firstly, the fear of appropriation by the 
right or, secondly the fear of epistemic 
relativism to numb our critical thinking? 
Or does one work comsiantly at sharpening 
the departure points between the rightist 
forces and the critiques of modernity on 
the one hand and epistemic relativism and 
anarchi.sm on the other, rather than equat¬ 
ing them. Pursuing this line of argument, 
firstly, it is evident that the perspective of 
the nght to tradition is too narrow as 
compared to those involved in looking 
into the past in the search for alternatives. 
(’rogrc.s.sive forays into the pa.st approach 
tradition not only critically (not in a 
gloiilicatory and eulogistic manner, as 
docs the right) but also seek out critical 
iiHils from within them that will help to 
bear upon oppressive structures. Secondly. 

I would suggest that the critiques of 
modernity and .science which are not right¬ 
ist (could be neo-Gandhian or neo-Marx¬ 
ist) lixik not only into me past but aiso 
into the present and the futuu ••mike the 
rightist forces, for the making of aitema- 
tive social organisations Hybrid rather 
than homogeni.sed structures are what 
emerge as the characteristics of these 
alternatives. Thirdly, one can argue that 
the radical critics of science seek to en¬ 
hance people-based politics from subject 
positions unlike the right which speaks of 
only identity politics. 

While it is important to highlight the 
departure points with the right, the cri¬ 
tiques of science al.so need to mark the 
meeting points and continuities in pro¬ 
gressive and critical streams of science 
studies. In this context, let me bring to 
attention the well-known fact that the leftist 


stkitHes of science in IntHa too have palna- 
takingiy emphasised, attwit a bit apolo¬ 
getically. on the rationiUist aspects of a 
traditional system like ayurveda. hi fact 
the leftist study of ayurveda emidusises 
the role of brahmanincal hegemony that 
not only appropriated butalso marginalised 
systems that were closer to the people’s 
traditioas and their knowledge. Sharp¬ 
ened by class-based leftist critiques, ef¬ 
forts that seek to award space for the 
legitimacy of these traditions can be strate¬ 
gically kept outside the hands of the 
political right. But simply by naming them 
as elhno-sciences or proto-scientific, the 
left does not do service to the people’s 
cause. Indigenous or traditional systems 
of knowledge, alive yet forgotten due to 
colonial ruptures, are involved in a con¬ 
test, in a struggle over legitimacy - stand¬ 
point or no standpoint - in the cultural 
fabric. To say that the people are happy 
buying modernity while academics are 
happy selling tractions is an oversimpli¬ 
fication of the matter. The point though 
that I wish to emphasise is that it is not 
only the radical critics (neo-Gandhian or 
neo-leftist) who have .spoken of these. The 
link between the earlier leftist approaches 
towards indigenous scientific traditions 
and their more recent culturalist counter¬ 
parts needs to be .strengthened rather than 
ruptured further. The departure point 
though I.S a broad class analysis available 
in the former and the cultural analysis in 
the latter. Whether the “science-question¬ 
ing new Left” in India or in the west has 
“produced a better and potentially more 
progressive account of science” or not is 
still an open question especially since a 
cluster of critical liberatory movements 
finds themselves aligning with it. 

Conclusion 

In conclusion, it seems absurd to me to 
extract a temper, i e, the scientific temper, 
out of a method which is valid only in 
referential terms, i e, within the axioms 
ol science, and demand it to exclusively 
bear upon entire efforts of civilisation that 
go in the making of traditions and daily 
life. Apart from the equation between 
science and progress, it is also this equa¬ 
tion between the scientific temper and 
cnticality that needs mediation. One has 
to ask oneself clearly whether the case for 
science lies in the role it out play as arbiter 
over oppressive tradition. Does it really 
work for the utopia of egalitarianism, an 
utopia that, to my mind is the vision of 
progressive ideology? How much do we 
really need science in building of this 
utopia (which is more .significant than the 
utopia of universal, teleological progress) 
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and how does it really contnbute to its 
building*' If we put aside the impassioned 
rhetonc of science for enlightenment’, 
the premise that ‘truth is a social con 
struct” need not become the relativist 
monster undermining progressive social 
movements as it has become for some 
Epistemic relativism need not necessanly 
mean that ‘anything goes nor does it have 
to mean that Ihcie is no truth (i e, the space 
for truth is vacuous) What epistemic 
relativism dot's is that it makes the space 
tor truth a contested one allowing truths 
to have only provisional and partial va 
lidity cither in the tomi ot standpoint 
epistemology or in the form ol the stra 
tegically held elusive or imagined 
centres ol the deconstructivists Why 
should progressive liberatory critical 
movemt nis have an insurmountable proh 
lem with such a theoretical tool whose 
ration d etrt is to aid cnlical movemt nIs 
and avtild the pillalK til absolute rclativ 
ism To build the space between a case 
ot a science and a critique til science it 
would, yes be beltci it science confesses 
It own culture and having conicssed it 
becomes a contestant tot tru h rather than 
eithei icniaining coralled in that culture 
or becoming the sole hcgeinoiiising power 

Notes 

|Thc julhiir wishes to thank Kainala Oanesh mti 
Sndhar K foi tliscussions and suggestions and 
Ruthira Bmcricc lor h<.lpini! with iht translation 
of tin. articlt hy I)erridi| 
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2 Ciencrillv appreeiitivc ol Sokal Wembeig 
stales ihil though the issues riiscd hy Sokal 
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6 See ( hakrnv irli Spivak Spivak s ehapter S 
uid the essiys in part 2 can be interpreted 
thus See also I ongiiio s inalysis of Donna 
Hiuawiy s |x>sitiun ii\ a vii epistemology 
rrlalivisiii polities ind soeiil ehmge 

7 See Sokal 1997 In an arliele in libtnmon 
Oeloberb 1997 Vineeiil I leury and Yun sun 
Llinet accuse Sokal and RnenMint ol these 
intentions 

8 White there have always been strong leae 
tions to seicnee enlieism Sok il s ittaek has 
taken the form of a backltish 

9 As a field science studies by def lult evolves 
a critique ot modein science For a ease to 


substantiate this point, see Cfiadha 1998a, for 
n discussion on the sociology of scientific 
knowledge 

10 While trying to substantiate her point that 
Sokal IS open to certain entiques of science 
Nanda argues (hat though Sokal targets femi 
nist critics of science like Harding he spares 
others like Ruth Hubbard who incidentally 
happens to he a practising scientist 

11 SeelxinginoandHammondsfuradiscussionof 
the works of Anne Fausto Sterling Donna 
Haiaway EsdynBixKellerandSandniHardutg 

12 See Mukheriec where Sokal declares that 
among the two non scientists who detected 
Iht hoax before he declared it to be so one 
wis his archaeologist fnend 

11 Sec Mani for the departure points between 
a post colonial feminist enlique ol sati from 
that of Nandy s 

1 1 Ihcsc eon dso he read as the sociological 
evidences lor tfic excess of reason some 
thing which Nanda feels the critiques of 
seicnee have not provided Nanda s pereep 
non thit entia critiques of science is gov 
cmed either by nostalgia or by the symbiosis 
between the anti enlightenment western cn 
liqucs of seicnee and radical science entiques 
IS thcrefoa question ibic 

IS The pmiuiy afcancc here is Debi Prasad 
C haltopadhyay s iiinnumcntal work on Hi\ 
lory ot St tent e and Itthnology in AmienI 
India 
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REVIEWS 


For Gender-Just Law 

SPSathe 

Legally Dispossessed - Gender, Identity and the Process of Law by Maitreyi 
Mukhopadhay; Gender- Culture-Politics series, editor Susie Tharu; Stree, in 
association with The Book Review Literary Trust, Calcutta, 1998; Rs 180. 


WOMEN'S movement in India has become 
visible only in last two decades. In recent 
years, much greater attention has been 
paid to women studies after the realisation 
that gender equality was an important 
component of development, and as the 
UNDP report has said, unless development 
is engendered, it will be endangered. 
.Several universities have set up women 
.study centres and many significant studies 
have come out to highlight the margina¬ 
lisation of women in the social, economic 
and political processes. Unfortunately, 
law andjUNlicc have rarely found a place 
in such studies. This is because of two 
reasons: (I) social scientists generally 
Ignore law as a component of develop¬ 
ment. and (2) legal scholarship in India, 
barring a few exceptions like Upendru 
Raxi, has unfortunately not parted company 
with the black letter law tradition which 
treats law as autonomous, totally separated 
from sociology and morality. The brnik 
under review is an exception because it 
deals with law as a process rather than as 
a set of rules The author being a .social 
scientist has not confined herself to the 
normative law but also reveals how the 
legal process actually functions to produce 
resultsquite contrary to what the nomiative 
law professes. What the author has done 
IS to examine the actual ca.ses of some 
litigants who had gone to courts in search 
of justice and has shown how they 
continued to suffer bccau.se they lost in 
court and some times despite winning 
in court. 

The author starts with a first person 
reference when she says that “I am a 
daughter of independent India”. Here the 
emphasis is on the word 'daughter' which 
signifies a gendered social .status different 
from herstatusasacitizen of India. Women 
function in two distinct identities in public 
and private lives. In the public sphere, they 
arc citizens and their being a woman is 
supposed to have no relevance to the 
suppo.sedly gender neutral legal system. 
In private life, a woman is a daughter or 
a wife or a sister or a mother. Her gendered 
identity, however, casts its shadow on her 
rights as a person under the so-called gender 
neutral law also. 


Social reform in India was focused on 
women's issues, besides those of the 
victims of the caste system. Unlike revolt 
against the ca.ste system, which acquired 
political dimension because of the leaders 
like B R Ambedkar, reform relating to 
women remained nnrely social and amelio¬ 
rative. Feminism as anideoiogy came much 
later and therefore women remained a 
mere site for confrontation between the 
reformists and the conservatives. This has 
been so since the abolition of sati during 
the early years of colonial rule up till the 
recent controversy on Muslim woman’s 
right to maintenance under section 12.^ of 
the code of criminal procedure (CrPC) 
which aro.se out of the Supreme Court’s 
decision in Shahhanu’s case. The con¬ 
troversy helped the Hindu Right lobby to 
assert (heir claim for a uniform civil code 
in the name of sympathy for the “poor 
Muslim woman” who in their opinion 
suffered from the “oppressive” and “gender 
hostile Muslim personal law”. However, 
Ihe very people had no compunction in 
deicnding the incident of .sati in Deorala 
in Rajasthan. The common clement in the 
sati abolition during colonial rule and the 
posl-Shahbanu legislation was the neutral 
attitude of the state. While the colonial 
state was willing to intervene in sati only 
in so far as the maintenance of law and 
order required, the democratic government 
of India intervened to protect the electoral 
interests of the ruling party. Women's 
issues were incidental to both. 

The author traces the hiator> oi t}ie 
growth of the family law in India. Tfie 
Islamic law was more progressive than the 
Hindu law .so far as woman s position was 
concerned becau.se it gave rignt of inheri¬ 
tance to a daughter along with the sons, 
though her share was one half of the latter. 
The reform of the Hindu law in the l9S0s, 
however, gave equal inheritance to a 
daughter, provided for monogamy and 
divorce andeven allowed a girl to be taken 
in adoption. If one peruses the debates on 
the Hindu Reform Laws (HMA, HSA and 
HMAA), it will be evident that the con- 
.servative Hindu elements were opposed 
to such reforms. Maximum resistance was 
to daughter’s equal share in the property 


of the father which resulted in the retention 
of the coparcenaiy concept in Hindu 
Succession Law. Coparcenaiy is a system 
in which ail male heirs gain right of 
inheritance in family property by birth. 
Female heirs have no such right of inheri¬ 
tance by birth. This has caused inequality 
between male heirs and female hdrs in 
respect of inheritance. Eventoday, afemale 
heir does not get equal inheritance right 
as a male heir. The author rightly says that 
the myth that the Hindu law accords 
equality to men and women whereas the 
Muslim personal law is hostile to women, 
has been perpetrated by tte Hindu Right. 
In recent years, coparcenaiy has been 
abolished in son% states. 

The author selects a sample of cases in 
which women have litigated for main¬ 
tenance and property rights. What we find 
here is that a Muslim woman’s plight has 
doubtless worsened after the enactment of 
the Muslim Women's Rights on Divorce 
Act of 1986 which was pas.sed to overturn 
that deci.sion in Shahbanu. In Shahbanu, 
the Supreme Court had held that a Muslim 
woman was entitled to maintenance under 
section 125 ofthecriminal procedure code. 
Although the Congre.ss Party Erst sup¬ 
ported the decision, under pressure from 
the conservative Muslims, it enacted the 
above law under which Muslim woman 
was excluded from the purview of section 
125 and Ihe above act provided an alter¬ 
native system of .support for a destitute 
Muslim divorcee. The alternative system 
has added to the marginalisation of the 
Muslim divorcees. 

Barring this differertce, both Hindu and 
Muslim women sufferthe samehardships. 
Maintenance is granted to a woman if she 
shows that (a) she has been divtHced or 
abandoned by her husband or she is stay¬ 
ing separately becau.se of bad treatment; 
(2) she has no source of income and (3) the 
respondent husband has Ihe financial 
capacity to provide her maintenance. The 
author examines the cases decided by trial 
courts. Although the sample of the ca.ses 
is rather loo small for any quantification, 
what makes the study original is the in- 
depth analysis of each case. It is not a 
doctrinal analysis of the case law which 
legal commentaries contain in abundance 
but the analysis of the facts, the behaviour 
of various parties and fuiKtionaries which 
help a reader share the experience and 
agonies of unfortunate women in pursuit 
of legal remedies. It is not easy to trace 
ca%s from the trial court registers which 
are often in chaotic condition. Most of our 
legal research has been done from the 
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appellate courts whose decisions are 
reported. But real sociological study is 
possible only if cases decided by the trial 
cmirts are studied. Because in the trial 
courts, patties appear, give their evidence 
and are examined and cross-examined 
by lawyers. These are the places where 
grass rootsjustice takes shape Theauthor's 
analysis of the cases is revealing of social 
reality. She has traced the history ot 
each case, has interviewed the parties and 
particularly the plaintiff who is the woman, 
has even participaled in her negotia¬ 
tions with the lawyers or with the re.s- 
pondents and has .seen those cases Irom 
the participant-observer’s eyes. These 
cases tell pulhctic stories All women 
from her sample come Irom the pimrclass 
'flicii Slones icvcal the indifference of 
the lawyers, hypcrtechnical and gender- 
biased altitude ot ihc judges, .social bias 
ol the police and exploitation by the 
relatives. 

In ihe maintenance suits, the lawyers 
want a woman to .solicit sympathy ot Ihe 
Judge by showing that she is a "gcHKi” 
woman The ci itena ol “good” woman are 
submi.s.stveness, tolerance ol hardships and 
even suffering ol the torture until it became 
unbeaiablc. Fiiilher. the mainienance 
award is .so meagre that no human iicing 
can really survive on it. The CrPC impo.scs 
a ceiling of Rs 500 and under the Hindu 
adoption and maintenance act a higher 
amount can he awarded. But the tendency 
ot the judges is to give awards which aic 
paltry They are lower than the minimum 
wage prescribed under Ihc law. This has 
al.sobccn well-documented in another book 
ISagade 1W61 

It seems the judges lake it lor granted 
that Ihe woman would obtain .support Irom 
some family members. Her economic 
dependence on male relations is considered 
normal and naessary lor family's soli¬ 
darity. Woman's subordination is 
reinforced through such judicial award.s. 

I'his IS even more manifest in property 
disputes. The author says; 

The widow as an object ol chanty 
depcndeni on the goodwill ot the lainily 
IS a more laniiliar figure in Bengali 
literature This is more acceptable figure 
than one who is a citi/cn ot the modern 
state invested with nght to property by 
which she ciui challenge the exclusive 
right ol male collaterals to inhent and 
retain property wiihinthcpatnline(p 161). 

The author observes that “one of the 
striking aspects of the women's question 
in India is the centrality of the .state in the 
women's movement” (p 166). Women's 
movement has been asking for state inter¬ 
vention through legal reform as well as 


public interest litigation. The courts, parti¬ 
cularly the Supreme Court of India, has 
responded to issues of gender Justice in 
a positive manner. In Bodhisattwa's case, 
the Supreme Court observed that rape 
was not only an offence under the criminal 
law but it was violation of the funda¬ 
mental right to life and liberty guaranteed 
by article 21 of the Constitution. Judicial 
activism, however, is yet to percolate to 
Ihe lower levels of the judicial system. 
Moreover, some of the much talked of 
reforms have not taken off at all. For 
example, legal aid is nut available. The 
author has described how lawyers treat 
legal aid ca.ses rclerred to them in a cava- 
liei manner because they arc less paying. 
Woman’s access to justice becomes 
much more difficult because of the cul¬ 
tural barriers that emanate from gender. 

,So laras legislative reform is concerned, 
either parliament has not responded 
adequately or where it has legislate, such 
legislation has not been implemented 
ellectivcly. Some of the recent legislative 
reforms have become controversial. For 
example, .section 49X-A was added to the 
Indian Penal Code which makes cruelty 
to a married woman an offence. Hven 
police officers .said to the author in inter¬ 
view that such legislation was destructive 
of family harmony. This is reflective of 
the deep seated patriarchal bias prevalent 
among police, lawyers, judges and even 
social workers. 

Why do women appeal to the state via 
I he courts? Why does women’s movement 
seek state intervention to improve the 
position of women? When women move 
the courts, they perhaps think that in the 
public sphere, where they approach as 
citizens and where the law is supposed to 
operate in a gender neutral manner, they 
might get justice. When their claims are 
considered in their capacity as citizens, 
they hope that their handicap as daughters, 
wife or sisters could be overcome. Ex¬ 
perience .shows that theiridentity as women 
IS reconstituted and given a new meaning. 
Even while applying the seemingly neutral 
law, the judge insists that she fulfil the 
criteria of a “gorxl” woman. A good woman 
IS one who has internalised her subordi¬ 
nation to man. A good woman is a good 
wife. 

However, women cannot help going to 
court because there is no other avenue 
open to them. Women cannot help inviting 
legal reforms. The state has to play a 
positive role in bringing about social 
change. That has been the mandate of the 
Constitution. Almost all anti-establishment 
groups, such as those opposing the dams 
or development projects which displace 


a large number of poor ftom tl»ir hAAm, 
those seeking to prevent degradatirm of 
environment or promote pre,servation of 
wild life or those espousing the rights of 
the powerless like children, women, 
hermaphrodites, physically handicapped 
and even gays and lesbians, are invoking 
the Constitution and the fundamental 
rights for their cmises. They find that the 
legal process catalyses their political 
mobilisation. The organised groups can 
get their demands accepted by the use of 
thcircollectivepower.Itistheunorganised 
groups that have to depend upon law and 
courts. Therefore, all social movements, 
whether of environment or development 
or minonty rights, prefer'to pursue legal 
methods in addition to or in lieu ot political 
agitations. The response which the superior 
courts arc giving after all amounts to 
nothing more than tokenism. Unless the 
political process becomes more accom¬ 
modating and the legal priKess becomes 
more accessible and effective, this will 
continue to be so. 

The author has discussed ihe uniform 
civil code (UCC) controversy. She is right 
in pointing out that the paradigm of UCC 
must shift from national integration or 
unity to gendcrjustice. Ours is a pluralistic 
nationalism and to expect that only a 
uniform law would keep the nation united 
flics in the face of regional and ethnic 
pluralism which is the basis of our na¬ 
tionalism. India is a federal country and 
family law is a subject in the concurrent 
list, which means that eventhc Constitution 
envi.saged multiple family laws. The 
provision on a uniform civil code (UCC) 
therefore needs to be interpreted not in 
terms of homogenisation of the cultures 
and traditions or ways ot life but in terms 
of common availability of human rights 
to women of all the communities. Gradual 
reform of the personal laws, as far as 
pos.sible with the consent of the respective 
communities seems to be the only way out. 
In fact, the ideal of UCC became more 
distant because of the aggressive majon- 
tarian stance of the Hindutva brigade. 
Accepting a UCC cannot be made a crite¬ 
rion of patriotism. Shahbanu controversy 
created a myth about the Muslim intran¬ 
sigence and unfortunately brought 
feminists and Hindu Right activists on a 
common platform. But feminists soon 
rea]i.sed that UCC cannot be achieved by 
dividing people on the basis of com¬ 
munities. Instead of saying which law is 
progressive and which is reactionary, 
feminists now seem to have decided to go 
in for concrete reforms in favourof women. 
And in that respect no community is better ’ 
off than any other community. Gradual- 
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ness, persuasion And pUmltsni should be 
the strategies for making the personal laws 
more women friendly. 

The book under review is a good .study 
and indeed gives good value for the price. 
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Forests of Kumaun 

Neer^f Hatekar 

Colonial Forest Policy in Uttarakhand: 1890-1928 by Amar Farooqui; Kitab 


Publishing House, New Delhi, pp 136 

THIS book examinesthe nature of colonial 
intervention in Uttarakhand. It succeeds 
in tracing the current backwardness of 
this hill district to the colonial forest 
administration. TTie book conveys the 
nature of the complex environmental 
interdependences and their signiTicancc 
for the very survival of the people of 
Kumaun. 

The author has chosen 1890 as the year 
to begin his study since it was in 1890 
that Voclckcr submitted his report, on 
the basis oi which the government came 
out with a statement on torest policy in 
1894. Further, it was in late 1927 that the 
new forest act was pa.s.sed, and hence, 

1890-1927constitutes an important period 
according to the author. The second chapter 
which deals with the origins of colonial 
forest policy offers several useful insights. 
It adds significantly to our understanding 
ot the political economy ol colonial forest 
policy 

The essence ol the argument in the btxik 
IS in chapter III, ‘F'ore-st Policy and the 
Economy ot Kumaun' The first chapter, 
titled ‘Colonial Administration of 
Kumaun' presents details of the ad¬ 
ministrative history of the region from 
the Gurkha conquests to the early 20th 
century. It also discusses the topography 
of the region, which is central to the 
argument of the book. From the very high 
altitudes of the high Tibctian border, the 
Kumaun slopes down towards the Gangctic 
plains. As a consequence of this slope, 
the Kumaun is divided into two physio¬ 
graphic regions, the Himalayan and the 
submontane. The submontane region is 
further divided into the ‘bhabar'^a narrow 
strip of land that lies at the foot of*the 
Himalayan hills and the ‘terai’, which 
stretches between the bhabarand the plains. 
The climate of the bhabar and the terai is 
ext'eedingly unhealthy in the summer, and 
the winter so harsh in the mountains, that 
traditionally, an upward-downward 
seasonal movement of the population had 
evolved traditionally. Rabi crops would 


-i- XV, Rs 200. 

be prtxluced in the bhabar while the kharif 
crop was produced in the hills. 

However, this was not a predominantly 
agricultural tract, and the colonial govern¬ 
ment realised early on that the main source 
of revenue here would be fore.sts rather 
than land. The government then, in a series 
of legislation, reserved forests for its own 
commercial exploitation, usurping the 
traditional rights of the local people. 
Revenues of the Naini Tal Forest division 
increased from Rs 1,016 in 1872-73 to 
Rs 21.426 in 1979-80 (p 47). As a part of 
the strategy tocxploit forests commercially, 
the government also decided to treat 
agriculture as a supciiluous activity. The 
seasonal migration was no longer allowed, 
and people were forced to take up perma¬ 
nent residence in the bhabar. This meant 
that the bhabar lands had to be tilled more 
intensively, while tillage techniques 
remained stagnant. Thus, people would 
have started to cultivate more i nferior soi Is, 
leading to diminishing returns. At the same 
time, the government increased the land 
revenue pressure under the pretext of 
providing canal irrigation. This made 
agricultural activity uneconomical for 
many people, leading to a decline in the 
cultivable area. The author puts the burden 
of his argument on the declining quality 
of the soil, but has not provided any 
quantitative evidence to show why that 
should he so. One pos.sibie argument 
could be that lack of access to forests 
meant fewer grazing opportunities and 
iewer cattle. This would mean lower 
manure and lower draught power in agri¬ 
culture that would perhaps lower the 
average quality of the soil. However, the 
author does not spelt out die argument 
regarding the steady decline of the soil 
quality (p 62). The actual decline in the 
area under cultivation is also too small 
(around 2 per cent per annum from 1899/ 

1900-190S/1906) to bear the burden of the 
author's argument: “British rule in the 
Kumaun, by disturbing the pattern of 
naturally determined transhumance in this 


area upset this complementarity. jeo> 
pardised the delicate balance that h^been 
traditionally worked out, and ushered in 
the reign of starvation” (p IS). 

It is noteworthy that population of the 
region was also dklintng at the same dme 
(p 74). The data that the author presents 
on page 74 show a steady decline in the 
mean density per square kilometre from 
13Sin 1891 to 102 in 1931. This conflicts 
with the author's claim on p 73 that "The 
overall reliance on agriculture was 
therefore vastly increased. But agriculture 
was already under more pressure than it 
could bear. This influx into agriculture in 
such a situation resulted in a breakdown”. 
The argument about the decline in popu¬ 
lation and the depression in agriculture 
needs to be worked out more carefully and 
also more evidence (i e, agricultural pro¬ 
duct prices, cost of agricultural inputs, 
cost of other necessities, per acre pro¬ 
ductivity of various crops, etc) needs to 
be adduced before the author’s claim can 
be accepted. For instance, demographers 
have shown that more restricted the 
society’s acce.ss to natural resources like 
water and fuel, the greater is the desired 
family size since children can then be 
made to fetch water and wood, graze cattle, 
etc. This part of the argument needs to be 
developed better. 

The author claims that forced com¬ 
mercialisation and the increasing inability 
to procure traditional food items (partly 
due to lack of access to forest produce) 
led to the people searching for an alter¬ 
native, which they found in patato growing. 
Eventually, the region became a major 
centre for wholesale trade in potatoes. 
However, the author himself points out 
that the climate of the area was suitable 
for potato cultivation. Was potato culti¬ 
vation a result of the natural advantages 
of the region? In that case, specialisation 
in potatoculti vation should have improved 
welfare. The author's argument here is 
very weak. On the contrary, excessive 
.specialisation in a cash crop can be ex¬ 
tremely damaging from a nutrition point 
of view. If the prices of potatoes crash 
for some reason like, too much produc¬ 
tion that can result from specialisation, 
the ability of the potato cultivating 
hou.seholds to buy other foodstuffs in the 
market will go down. This will mean that 
thefamilyhastosubsistmostlyonpotatoes, 
creating malnutrition. The author could 
have expanded further on these pos¬ 
sibilities. Also, in the author's view, 
employmentinpotatoculti vation was more 
seasonal than in cereals. It would be 
worthwhile to explore the strategies that 
people used 'to deal with seasonal 
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unemptoyment. Did they turn to sup¬ 
plementary activities like spinning and 
weaving? Or did they Find employment in 
the emerging hill stations? What long¬ 
term impact did these strategies have on 
the backwardness of Kumaun? 

In the prologue to the btxrk, the author 
promises also to situate the development 
of hill-stations and sanatoria within the 
overall colonial policy and their role in 
perpetuating the backwardness of the area 
(p 2). ‘The yearly exodus of British officials 
from the hot plains to the cool hills is a 
phenomenon which has received veiy little 
attention I mm scholars: very little is known 
about the manner in which the intrusion 
shattered the world of the hill people". 
However, on p 3, the author claims that 
“The hill-stations and sanatoria were, of 
course, few and by themselves could hardly 
have completely overturned the lives ol 
people ot Kumaun. At the most, they could 
have disturbed and dislodged a small 
number ot people." The author invites us 
to .sec this “annual flight to the hilts" 
against the background of a forest policy 
that took the people’s forests away 
from them in a region where agricultural 
opportunities were es.sentially limited, 
lire curious reader would have liked to 
sec this chain explored much more 
systematically. 

The other aspect of colonial policy 
towards the locals, its extraction of coolie 
‘begar* labour and other exploitative 
practices is much better worked out 
Chapter IV is an account of the ItK'al 
resistance to oppression and abrogation of 
traditional rights to the iorest which 
ultimately led to a modification ot the 
forest policy. It explores the interesting 
possibility of the freedom struggle being 
enmeshed with the struggle (or traditional 
rights. Chapter V prc.sents the conclusions. 
It ai.so points out the ambiguity of the 
current forest policy regarding the 
traditional nghLsof the forest people. “The 
forest question can only be addFes.scd if 
the restoration of the rights of the fure.st 
people IS placed on the agenda”. 

In sum, this is a valuable study ol the 
complex phenomena of the wholesale ruin 
of a people. British forest policy occupies 
the centre stage and it is a matter of ciying 
shame that in the SOth year of inde¬ 
pendence. the forests of India are stilt 
governed by the same ruinous policy that 
divorces the people of the forests from the 
forces themselves. While appreciating this 
point of view, one must also keep in mind 
the current political economy and the 
incentives for vote-maximising politicians 
to denotify large tracts of forest lands. An 
example is the Sanjay Gandhi National 


Park at Borivali, Mumbai, where sub- 
.stantial pans of the park are occupied 
by illegal settlements, that have been 
provided with water and electricity 
connections. Given pervasive land 
hunger, shortage of space and forest 


resources that are highly valued in the 
market, reserved forests have a very im¬ 
portant role to play in conserving the 
ecosystem. Forest conservation today is a 
much mote complex problem, not admit¬ 
ting simplistic solutions. 
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SPECIAL AimCtES 


Studies on the Economy of West Bengal 
since Independence 

Amiya Kumar Bagchi 

The studies brought together here attempt to take stock of different facets of West Bengal's development 
since independence. The main objective is to present a preliminary assessment and promote a debate on 
the issues raised. The aspects of development of West Bengal discussed in these papers raise many questions 
of development and politics not only in that state but in the other constituent parts of India as well. 


I 

Introduction 

THE studies which are introduced here 
were organised informally since the last 
quarter of 1997, in order to take stock of 
Wcjtl Bengal’s development since inde¬ 
pendence. They were co-ordinated by 
Debdas Banerjee and me. Three work¬ 
shops were held at the Centre (or Studies 
in .Social Sciences, Calcutta, and the 
contributors revised their papers in the 
light of comments received from the 
participants in the workshops. I haveedited 
all the papens. but made no attempt to iron 
out divergent views expressed by differ¬ 
ent authors. Ihe main objective was to 
present a preliminary assessment and a 
debate regarding the issues raised. Many 
of the relevant questions have not been 
addressed in these papers, llic-se include 
a plotting of women's welfare indices and 
questions of their empowerment, issues 
relating to education and literacy, differ¬ 
ential access and pcrtormancc in respect 
of education, health and economic well¬ 
being on the part of dalits. adivasis and 
the minority communities in general, de¬ 
mographic changes resulting from natural 
growth and migration, and so on. We 
know that much work has been done in 
these areas, but we have not been able to 
round up a representative sample of such 
work. I am sure other .scholars will take 
up that task. 

In Section II. whenever I have rcfeired 
lO an article with the date 1998, and which 
is not mentioned in the references, it 
denotes an article in Ihe studies on West 
Bengal which follow this editorial intro¬ 
duction. 

I would like to take this opportunity of 
thanking Debdas Baneijee for the work of 
co-ordination which fell mainly to his lot, 
and all the contributors for acc^ing to the 
demands I made on their time and pa¬ 
tience. It, of course, helped that virtually 
ail the contributors (barring about two or 


three) are my ex-students and all of them 
are much younger than me. Who .says that 
in India respect for seniority is dead? 

U 

Issues in the Political Economy oi 
. Change in West Bengal 

LiTERAt'Y Rates 

Two major obstacles loom up against 
somebody trying to understand the course 
ol economic and social change in West 
Bengal during the la.st SO years. The first 
IS the idea that it wa.s industrially and 
socially a developed state at the time of 
independence; the second is the supposi¬ 
tion that industrially the state was doing 
quite well until labour militancy seriously 
dampened the incentive of indu.strialists 
to invest in the state. I .shall argue instead 
that We.st Bengal started its journey as a 
c onstituent state of the union of India with 
a highly vulnerable industrial structure, 
and a predominantly illiterate and pour 
citi/cnry. What is as important, its social 
and political structure was dominated by 
petty landlords among the local popula¬ 
tion, a bureaucracy which never had close 
contact with the countryside, and a class 
of speculator-capitalists who found pick¬ 
ings of take-overs and import-substituting 
mdu.strial investment in other states of 
India much more lucrative than investing 
111 modemi/ing and developing the large- 
scale factories it took over from the British. 
7'iic papers following this introduction 
will document most of these propositions 
in detail. My aim here is to provide a 
framework of political economy to .situate 
the analysis of individual contributors. 

In 1951, West Bengal had a literacy rate 
of 24 per cent, and was second in terms 
of literacy among the major Indian states, 
Kerala being the top state with 40.7 per¬ 
cent; Delhi also had a literacy rate of 38.4 
percent, well aheadof West Bengal. Three 
sutes were close behind West Bengal. 
Gujarat with a rate of 23.1 per cent, Maha¬ 


rashtra with 20.9 per cent and Madias 
(later Tamil Nadu) with 20.8 per cent. By 
1961, all the three states had overtaken 
West Bengal; the latter had a literacy r^ 
of 29.8 per cent, whereas Gujarat, Maha¬ 
rashtra and Tamil Nadu had literacy rates 
of30.4S percent, 29.82 per cent and31.4l 
per cent respectively. Kerala had kept its 
long lead with a rate of 46.85 per cent 
(Census 1961]. While the relative slow- 
ne.ss of progress of literacy in West Bengal 
was to be observed both for males and 
females, it was more pronounced in respect 
of spread of female literacy. The decade 
1961-71 was pretty bad in respect of pro¬ 
gress in literacy in India and West Bengal. 
For India as a whole, the literacy rate 
advanced from 24.03 percent to 29.45 per 
cent, and for West Bengal from 29.8 to 
33.20 per cent only. West Bengal has not 
been able to close its gap with the literacy 
rates of the more advanced states since 
then, and in 1991 .some smaller states such 
as Mizoram, Manipur, Nagaland, Goa and 
Tripura were found also to have higher 
literacy rates than West Bengal. Interest¬ 
ingly enough, the most literate state, Kerala, 
with a 90.59 per cent literacy in that year 
had increased its distance from Delhi, 
which with a literacy rate of76.09 percent 
lagged behind Mizoram and Goa as well 
as Kerala. 

If we divide the general West Bengal 
population into four components, the 
general upper caste and ‘other backward 
caste' Hindus, the Muslims, the scheduled 
castes, and the scheduled tribes, the last 
group was found, both in 1981 and 1991, 
to have the lowest rate of literacy, pre¬ 
ceded by the scheduled ca.stes. Generally 
speaking, the Muslims also have a much 
higher rate of illiteracy than the Hindus 
belonging to upper and ‘other backward’ 
castes. In ^praising the social situation 
ofWestBengal, these factshavetobe borne 
in mind, since scheduled castes, scheduled 
tribesandMuslimstogether constitute more 
than 50 per cent of the total population. 
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Land Control at iNOepeNDBNCE and 
After 

Before I turn to an analysis of the political 
economy of agricultural and industrial 
growth, let me try to capture some of the 
features of land control in the West Bengal 
countryside at the lime of independence. 
The big zamindars of Burdwan, Kandi- 
Paikpara, Cossimba/ar, etc. and various 
zamindari houses settled in and around 
Calcutta were responsible lor payment of 
a major fraction of the land revenue to the 
government. The actual control of the land 
had, however, pas.scd to a class of ‘jotedars' 
settled in the villages and of absentee, 
petty landowners, many of whom lived in 
towns. The former had the land cultivated 
by wage labourers, bonded labourers, and 
sharecroppers, and often combined land 
management with trade and money lendi ng. 

The aKsentee landlords often had some 
members of the family living in the vil¬ 
lages. had the land cultivated by sharc- 
cropficrs and some permanent farm ser¬ 
vants (who might themselves get some 
land allotted lor sharecropping). The 
security of tenure of this group had been 
guaranteed by the Bengal Tenancy Act of 
1885, and most of the absentee landlords 
were regarded as ‘madhyabitta' (literally, 
those with middling wealth) bhadraloks. 
It may be a pcculianty of Bengali usage that 
the terms ‘madhyasattvabhogec’ (he who 
enjoys intcrmcdiaiy rights) and ‘madhyabitta’ 
came to be regarded as synonymous! 

The common sen.se of the Bengali 
bhadralok, when he came to exerci.se some 
political power in the truncated part of his 
homeland, thus more or le.ss lorcordained 
that while it was relatively easy to abolish 
the zamindan rights, it was not at all easy 
to (a) provide security of tenure to share¬ 
croppers. (b) abolish absentee landlordism, 
or (c) provide .some land to the already 
existing body of agricultural labourers or 
the additions that would result from popu¬ 
lation growth, influx of refugees from l^st 
Pakistan and the loss of sharecropping 
rights by some sharecroppers as a foresee¬ 
able result of attempts to carry out tenancy 
reform. Much of the turmoil in the West 
Bengal countryside in the 1960s can be 
attributed to the failure to implement the 
West Bengal tenancy reform and land 
ceiling legislation dating from 19SS. 

This did not mean that changes were not 
taking place in the landholding distribu¬ 
tion in the countryside. Between 1953-,‘54 
and 1971-72. the percentages of house¬ 
holds with operational holdings of 20 acres 
and above declined from 1.03 per cent to 
0.2S per cent and the percentage of land 
cultivated by them also declined from 


i 1.18 per ceitt to 2.90 per cent oely. But 
the gainers from this process were mostly 
other landholding peasants; the percent¬ 
age of landless agricultural labourers and 
marginal peasants together increa.sed from 
48..55 percent in 1953-54 to 50.74 percent 
in 1971-72 fKohli 1987:118]. At the same 
time, sharecropping increased its weight 
in tenancy contracts, from 89.57 per cent 
III 1953-54 to 96.44 per cent in 1970-71 
[Kohli 1987:119). As the studies in this 
volume reveal, the delay in tenancy re¬ 
form cost the people dearly in terms of 
stagnation in agncultural production. 

Impact of Pardtion 

Some at lea,sl of the energy for mounting 
movements that eventually led to the 
collapse of the old order in the countryside 
originated in the event of the partition of 
Bengal. That event initially .shattered the 
balances on which the industrial and export 
economy of Bengal, Bihar, Orissa and 
Assam had been built, and also set the seal 
< in C'alcutta as the city of slums and squatter 
settlements surrounded by, and inter¬ 
spersed with, mansions of the rich and 
office blocks of commercial houses and 
the government (Chakraborti I990J. 
('alcutta and its environs had been the 
commercial and industrial hub of the whole 
of eastern India before 1947. The major 
source of raw material of its most impor¬ 
tant industry, viz, the jule manufactures, 
lay in East Pakistan. 'Hie turmoil caused 
by the communal riots and the installation 
of a government in Paki.stan wedded to the 
theory that the new entity was the legiti¬ 
mate home of only Muslims and the in- 
lidcl minority were there only on suffer¬ 
ance disrupt^ the supplies of jule to the 
C'alcutta mills even as it led to the exodus 
of Hindus from that region. According to 
oneestimate, there were already 3.5 million 
retiigees from Ea.st Pakistan in West Bengal 
at the timeof the 1951 Census fChakrobarti 
1990:3]. Eventually, Eiasl Pakistan devel¬ 
oped a jute mi 11 complex w i th more mexiem 
machinery and a better product-mix than 
the century-old industry on the banks of 
the Hooghly. thus adding to the problems 
of industrial retardation in West Bengal. 
Before partition, tea was perhaps the most 
important export out of Calcutta, even 
exceeding the export of jute and jute 
manufactures. Most of this tea was trans¬ 
ported on steamers which plied along the 
waterways of East Bengal and the estuary 
of the Padma, Brahmaputra and their 
numerous branches. This communication 
network was badly disrupted and severed 
altogether in the 1950s and 1960$. 

Even as the original economic base of 
Assam and West Bengal was being badly 


damaged by tho disraption to infinsthic*' 
ture caused by the partition, the two states 
were suddenly called upon to provide 
employment and livelihood for die enor¬ 
mous inflow of refugees from East Paki¬ 
stan and for an accelerated addition to the 
population in situ arising out of a larger 
exce.ss of births over deaths. Over the 
decade 1951-61 the rates of growth of 
population of Assam and West Bengal 
were 34.45 and 32.80 per cent respec¬ 
tively as against the growth of 21.64 per 
cent for the Indian population as a whole. 

Agricultural Impasse? 

In his influential book on agricultural 
growth in West Bengal and Bangladesh, 
Boyce (1987) documented the slow growth 
of agricultural output in West Bengal (and 
Bangladesh) between the 1950s and be¬ 
ginning of 1979-80. He attributed it to the 
failure to effect those institutional changes, 
which would allow better control for plant 
cultivation which generally takes on the 
character of a public good, the inequality 
of distribution of holdings and the lack of 
access of the poor peasants on affordable 
terms to water, the basic limitational input 
(and the complementary inputs of 
fertilisers, credit, etc). According to his 
calcutatinn.s, the simple exponential 
growth rate of agricultural output in West 
Bengal over the period 1949-80 was 1.74 
per cent, far below the rate of population 
growth. Using a slightly different method, 
he estimated the rates of growth of aggre¬ 
gate agricultural output for the state as 
1.42 per cent and 2.25 per cent for the 
subperiods 1949-64 and 1965-80 respec¬ 
tively [Boyce 1987: Table 3.6J. In the 
collection following this introduction, 
Sanyal, Biswas and Bardhan (1998) es¬ 
timate the rate of growth of output for all 
crops together to be 4.10 per cent pa for 
West Bengal as a whole, which is well 
above the rate of population growth for 
the state. Using a slightly different method, 
and dividing the peririd since 1956 into 
two subperiods, viz, 1956-57 to 1969-70 
(Period 1) and 1970-71 to 1988-89 
(Period 2), Ghosh (1998, in this collec¬ 
tion) finds growth rates of all-crop output 
to be higher in nine out of the 16 districts 
(as they existed in 1991) and lower in five 
districts. 'The districts performing better in 
the second period were generally the bigger 
ones (24-Parganas and Midnapore)and the 
better-endowed ones (Burdwan, Howrah 
and Hooghly). So the rate of growth of 
crop-output for the state as k wh^ would 
also have been higher in Period 2, if we 
aggregate all the district outputs. How¬ 
ever, the rate of growth of foodgtains 
output has been distinctly lower than that 


2974 


Economic and Political Weekly NovenAer 2U 15*98 



of dlfctbiM Ui laow 

simply a 'leasoniriylo adjnsttieitt the 
imyority ftumen to the opputimittes 
ptovkied by better wcess to basic inputs 
and changes in relative profittri>ility of 
different crops. Even then it could teve 
adverse implications for the well-being 
the niral poor, if, as it has been often 
surmised, changes in the local availability 
of foodgrains have an impact on their 
consumption, in addition to the overall 
supply-demand balance of foodgrains in 
the country or region as a whole. 

It appears from the data presented here 
that, first, Boyce’s agricultural impasse 
had ended, at least for a decade or more, 
in the 1980s, and that positive changes in 
the rate of growth of agricultural output 
were associated with an amelioration of 
the living conditions of the poor in the 
state. This is at least partly attributable to 
the vigomus measures adopted by the Left 
Front government to implement two 
measures of land reform which were al¬ 
ready in the statute book, but which had 
a tardy history of implementaticm under 
earlier governments. The first measure 
was to take over the land from families 
which owned land over a specified limit 
(which was lowered under the Left Front 
government) and distributed among the 
landless and maiginal farmers. By 1985, 
a fifth of the land declared ceiling-surplus 
(with different states fixing different ceil¬ 
ings) over the whole country amounting 
to 7.2 million acres was acquired by the 
state in West Bengal, in spite of the fact 
that the .state contained only 2 88 per cent 
of India’s cultivable area and that the 
cultivable land per worker in agriculture 
m West Bengal (0.76 hectare) was only 
three-quarters of the corresponding figure 
for India as a whole [Bandyopadhyaya 
1988:25). The second measure was to 
reewd the names of sharecroppers (‘Opera¬ 
tion Barga’), limit the .share of the crop 
they had to give the owner of the land, 
and provide them with security of tenure. 
Paradoxically enough, the recording of 
sharecroppers' names has provided better 
security of property rights in the country¬ 
side, and improved the climate for agri¬ 
cultural investment. Before this measure, 
land titles and ownership of the crop were 
often vulnerable to the use of strong-arm 
methods, sometimes with the help of the 
police or locally powerful political leaders 
The measures of land reform .seem to 
have had a noticeable effect on the dis¬ 
tribution of operational holdings of land 
in West Bengal as Ghosh’s study (1998) 
reveals: between 1970-71 and 19^91. 
the share of the operational holdings 
cultivated by the marginal and small farm- 



of distribittioaof <>peraiioii«lhold^ has 
declined from .478to .412. However, over 
the same period the avmge size rrf hold¬ 
ing declined from 1.2 hectares to 0.9 
hKtares, thus showing die limit of le- 
di^ributive land reform in a land-pow 
economy, notwithstanding the other bene¬ 
fits - such as greater freedom and security 
for small farmers and lessening of the 
power of landlords and big fanners - that 
such reform confers. 

Decline of LAROE-ScAif Industry and 
THE Slow Rate of Growth of the 
' Industrial Sector 

Another major sector which the assem¬ 
bled studies cover widi some thorough¬ 
ness is that of large-scale industry, and, 
more broadly, that of registered factories. 
Baneijee (1998) and Dasgupta (1998) 
address some of the major issues of in¬ 
dustrial development in West Bengal in 
the post-independence period. In 1946, 
West Bengal had a iaiger number of fac¬ 
tories and factory employees than any 
other province in India. But Bombay, 
which was placed second in terms of 
number of factories and employment 
therein, had a far larger aggregate value 
added, and hence also larger value-added 
per employee [Dasgupta 1998: Table 2]. 
Between 1946 and 1951, West Bengal 
went through the trauma of the partition; 
the transport network between West 
Bengal and East Pakistan was badly dis¬ 
rupted thereby seriously disturbing the 
flow of jute which was the raw material 
on which its most important industry was 
based, as we have noted above. For the 
industries of West Bengal the market in 
East I^istan was soon virtually lost; 
disruption of communications with Assam 
seriously affected the tea marketing agen¬ 
cies and those industries in and around 
Calcutta which depended on the tea trade 
and supplies to tea gardens and their 
labourers. The effect of all this . .is al¬ 
ready felt in 1951, by which year facte. ^ 
employment in West Bengal had fallen 
behind that in Maharashtra: the figures in 
the two states were 654,901 and 767,704 
respectively. Table 1 reproduces somecompa- 
rative figures of employment in factories. 

From Table 1 it is obvious that West 
Bengal suffered a slow-down, compared 
with ’Bombay’ from the very beginning, 
andinsomesense,theslow-down occurred 
most rapidly between I9S1 and 1956. 
While public sector projects, especially in 
steel and otgineering in the eastern region 
from the end of die ftrri Five-Year Plan 
period, stimulated some growth in West 
Bengal, thtt stimulus was not enough to 
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of private investmeM. Later on, with a 
(hRsde decline in poblic investinent, the 
rate of indusbial growth in West Bmgal 
not only M ftuther behind such thrusting 
states as Gujarat, Maharashtra, Karnataka 
<H- Andhra Pradesh, but the state had to 
suffer a process of deindustrialisttion as 
well - a process which still seems not to 
have ended. Baneijee(1998)andDasgiq)ta 
(1998) have provided their own perspec¬ 
tives on the process. 

Some of the proximtte factors leading 
to thedeceleration of West Botgal’sgrowth 
during the first three periods can be badly 
stated. The demonstration of all this is 
pro vided in the papers by Baneijee (1998), 
Dasgupta (1998), Ghosh and De (1998), 
but awaits ftirther research. First, West 
Bengal inherited mostly export-oriented, 
old processing industries most of which 
had been controlled by the British before 
the second world war. In the 1930s most 
of these industries had graw through a 
recession, and net investment by the Erms 
controlling them had slowed down or 
vanished altogether. This proposition 
would apply not only to the jute mills but 
also to the two major paper mills in West 
Bengal, both of which were controlled by 
British firms. While the second world war 
boosted profits of these firms, waitime 
shortages of supplies of machinery, and 
restrictions on capital issues, and foreign 
exchange control did not permit a reno¬ 
vation of their badly eroded capital stock. 
After the war, transfer of ownership of 
many of these firms combined with the 
troubles caused by the communal riots of 
1946 and the partition badly dampenedthe 
propenrity to invest of the incuitibM firms. 

The transfer of ownership from the 
British to the Indians had itself a delete¬ 
rious effect on the efficiency of these firms. 
First, most of the new Indian owners had 
been speculators and traders, with little 
experience of the running of large manu¬ 
facturing plants, and few of them seem to 
have put in a major effort to leam the 
production side of the business: their 
control extended primarily over finance. 


Table I: Emplovment in Factories in iNDtA, 
Bombay and West Benoal 1951-1964 



India 

Bombay* 

West Bengal 

1951 

29.14.312 

7.67,704 

6,54,901 

1956 

34.01,599 

10.51,878 

6.82,297 

I960 

37,63,928 

11,30,530 

7.23,294 

1964 

46,16,407 

13,53,237 

8,87,019 


Note: * ‘Bombay* refers to Bombay Presi¬ 
dency: from I960, riguies for Maha- 
lashtia and Gujarat are dubbed together 
under ‘Bombay*. 

Source. StatisttcalAlainiclforthelndumVnwM 
i967, Delhi, Government of India. 
Cemral Statistical Oiganisadon. 
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nw materiai supplies and marking chan¬ 
nels. They did not often know how to get 
the best tesults out of the existing plants, 
let alone how to adapt them to the changed 
conditions of an independent and parti¬ 
tioned state. Secondly, the indepen^nce 
of India also caused a managerial crisi.s. 
especially in factories which paiised into 
Indian hands. The Briti.sh had controlled 
labour primarily by using racial stigmata, 
the state apparatus and threats of dismissal 
or violence at the place of work against 
whkhthefewasviituallynoappeal (Chakra- 
borty 1989; Bagchi 1990). In independent 
India, no firm could u.se these methods in 
quite the same fashion, and Indian owners 
were doubly handicapped because they 
could not u.se racialism as an ideological 
weapon, and because they often were not 
even familiar with the .supervisory func- 
tion.s. It IS characleastic that while Bombay 
had its Victoria Jubilee Training Institute 
(for cotton mills) formally established in 
1887, the Institute of Jute Technology in 
Calcutta was not bom until I9SI. 

The result of the new Indian owners 
trying to continue colonial-style manage¬ 
ment, without either the authority (based 
though it was on a mixture of terror and 
respect) or the expertise of the older cadre 
of managers (only a handful of whom 
were Indians) in the new political envi¬ 
ronment was a confrontation between 
increasingly militant workers and capital¬ 
ists with feudal conceptions of the rela¬ 
tionship between master and employee (or 
less euphemi.stically, servants). This arn- 
frontational relationship was exacerbated 
from the 1960s until the end of the 1970s 
when workers digging in their heels were 
pitted against inelTicient. and often thiev¬ 
ing, owners keen to strip the assets rather 
than put in investments in industries which 
appeared to be doomed. 

The troubles of the ageing industries of 
West Bengal were aggravated by two sets 
of policies pursued by the central govern¬ 
ment. One was the policy of freight 
equalisation for coal and steel delivered 
anywhere within the country. This policy 
deprived the whole of the mineral-rich 
eastern region of its regional comparative 
advantage without putting in any strong 
measures for initiating a process of build¬ 
ing up dynamic comparative advantage. 
In particular, as the paper by Ghosh and 
De (1998) documents. West Bengal fell 
far behind the more dynamic states, in 
respect of public physical inlra.stiuctuie. 
Hie second policy adversely affecting the 
export-oriented industries of West Bengal 
was that while tariffs and‘quantitative 
restrictions protected industries catering 
tothedomestic market no major incentives 


were offered to the eiqxiftets until much 
later. In fact, fw a time, the jute industry 
had to pay an export tax. As a result the 
predominantly import-substituting indus¬ 
tries sucked capital away from the mainly 
export-oriented industries. The firms ca¬ 
tering to the domestic market also found 
it more advantageous to locate themselves 
nearer their markets in the faster-growing 
states, c.specially in view of the freight 
equalisation measure mentioned above. 

Many of these disadvantages, which 
were already dampening the growth of 
private industry in West Bengal (and the 
eastern region) in the 19S0s, were cloaked 
by the large direct and indirect impact of 
the large public investment projects 
located at Durgapur, Ranchi, Rourkela, 
and Bokaro (which came later), and by the 
publicly-assisted expansion plans of Tata 
Iron and Steel Company. From the middle 
of the 1960s, public sector investment in 
the eastern region slowed down very 
considerably. This was immediately a fall 
out of the Indo-Pakistan war of 196S, and 
the massive harve.st failures of 1965-66 
and 1966-67, which at one and the same 
lime depicted public revenues and made 
additional demands on them for relief and 
control of inflation. But from a more long¬ 
term perspective, it was the con.sequence 
of the disarray of the old ruling coalition 
cobbled together in the Indian National 
('ongress (which regrouped itself as a more 
authoritarian formation around the person 
and family of Indira Gandhi), and the in- 
abi lily of the slate to evoke from the pri vatc 
sector or public enterpri.ses under its 
direction that response of savings and pro¬ 
ductivity-raising investment which alone 
could have sustained a planning exercise 
financed by budget deficits [Bagchi 1970). 

However that may be, the massive 
decline in West Bengal's capital goods 
indu.stries that occurred from 1966 could 
not be reversed in the subsequent years. 
The central government could not or would 
not send orders or resources the way of 
the large engineering firms while there 
was .still time. When, under the policy of 
take-over of sick units, most of these firms 
were nationalised, their financial structure 
was unsound, physical equipment obso¬ 
lete or worn-out or both, and management 
and work force demoralised by years of 
low-capacity working. In the case ofjute, 
the story waseven more grim. The strangle¬ 
hold the speculators in jute had on the 
marketing of the raw material and the final 
manufactures could never be loosened, 
especially since most of the jute mills had 
passed into their control. Several efforts 
at the modernisation of the industry by 
giving it soft loans were aborted either 


because the ftmds were mistSiecXfid 
were not availed of at all. Up to 31 
December 1981, for example, the IDBl, 
IFCI and ICICI had sanctioned Rs 51.34 
crore to the jute mills, but only Rs 9.64 
croie had been disbursed by that date [Sen 
I983;M-41]. 

The state of industrial relations in West 
Bengal has been frequently (almost uni¬ 
versally, in establishment media) blamed 
for the low rate of industrial investment 
in West Bengal. Labour militancy cer¬ 
tainly reached a peak in the late 1960s, 
and continued for several years thereafter. 
But how far that militancy was an expres¬ 
sion of the anger of workers at the massive 
displacement experienced 6y them, how 
far ‘strikes’ were themselves provoked or 
even engineered by managers of firms as 
an excuse for declaring lock-outs (which 
might otherwise be considered to be ille¬ 
gal, and in other ways costly for manage¬ 
ment) and how far it was really challeng¬ 
ing the capitalist order itself and thereby 
undermining the confidence of potential 
investors wilt remain a tangle of debatable 
i.ssucs. What is however undeniable is that 
labour militancy declined very consider¬ 
ably from the 198()s and the decline 
continued in the 1990.S. Between 1989 and 
1995, lock-outs contributed between 98.4 
per cent and 99.6 per cent of the total 
number of mandays lost in all the years 
except 1992 and 1995. and in those years 
lockouts accounted for 68.6 per cent and 
80.8 per cent respectively of the mandays 
lost [GWB nd:7]. Baneijce (1998) and 
Dasgupta (1998) have discussed these 
issues in more detail in their papers [.see 
also Sen 1983 and Roy Chowdhury 1997). 

A major contributory factor to the decline 
of labour militancy was continued con¬ 
traction of employment in many factories. 
During the period 1987-90, for example, 
over45,000 workers in jute mills lost their 
jobs as a result of lock-outs in 15 mills. 
In most of these mills, the management 
had simply spirited away the funds depos¬ 
ited by the workers (along with legally 
binding contributions by employers) on 
account of provident funds and Employ¬ 
ees’ State Insurance beneftts. Ineven those 
mills which continued to work, the em¬ 
ployment fell between 20 and 33 per cent 
over the years 1984-90 [Roy Chowdhuiy 
1997:124-5]. 

The fate of large-scale industry in West 
Bengal as in other constituent states is 
primarily determined by the stance of 
economic policy adopted by the central 
govenimait,theallocationofcentfalpublic | 
investment in industry and infrastructure, 
the allocation oferedit by banks and term- i 
lending institutions under the control of i 
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(be centtal sowiRiAieat^ ind ikr lebeni 
attitudeof lafgebusineuhoi^ and MNCs 
towards investment in that particular state. 
The state government can play only a 
marginal, at most facilitating, role in 
fostering large-scale industry. The central 
government's implicit attitude towards 
allocation of funds or credit for develop¬ 
ment of large-scale industry in West Bengal 
was at be.st lukewarm up to the period 
1977 and turned positively hostile after 
the coming to power of the Left Front 
government. The propensity of private 
large-scale business to invest in West 
Bengal was weak in the first place, as we 
have argued above, became feeble, after 
the onset of the recession from 1963, and 
turned into positive aversion during the 
Lch Front regime. Attempts on the part 
of a political establishment with its expe¬ 
rience and support base among peasants 
and workers rather than businessmen, 
assisted by a rather ham-banded and 
lethargic bureaucracy, and increasingly 
battered trade unions seem not to have 
yielded much result so tar, as the papers 
in this collection demonstrate. 

Between 1980 and 1991, factory em¬ 
ployment in West Bengal fell from 
8,75.000 to 7,79,000; the trend seems to 
have been reversed, but only very mildly 
since then: Imm 7,78,000 in 1990 the 
factory employment rose to 9,21,009 in 
1995 Between 1980 and 1995, employ¬ 
ment in coal mines fell tmm 1,28,000 to 
96,000, and in tea plaiitations it ,stagnatcd 
between 2,43,000 and 2,58,000 [GWB 
1998: Table 4J. 

A que.stion may he raised as to why 
medium-scale plants using new technolo¬ 
gies did not glow sufficiently fast to 
compensate for the decline of older large- 
scale factories utilising obsolete technolo¬ 
gies. Actually, even in the I960sand 1970s. 
medium-scale enterprises tended to show 
some growth in West Bengal and eastern 
India as a whole [Banerjcc 1982]. How¬ 
ever, in most industrial sectors, the West 
Bengal firms have tended to get locked 
in low-productivity, low-wage segment of 
the spectrum of products. (This is shown 
by contrasts between West Bengal and 
Tamil Nadu in the case of leather and 
footwear industries, as recorded by the 
woric of Nirmala Baneijee and Millie 
Nihala, and by the work of Padmini 
Swaminathan and N Jeyaranjan in the case 
of the thriving knitwevindastry ofTitupur 
as against the slow-growing hosiery in¬ 
dustry of West Bengal. These studies will 
soon be published by Sage. Some work 
of Meenakshi Rajeev of the Centre for 
Studies in Social Science.s. Calcutta, also 
shows that the foundry industry of Howrah 
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meat compared wkh the foundries ^ 
Coimbatore.) 

The reasons for the entrapment of the 
West Bengal medium- or small-scale units 
in low-wage alleys arc to be sought in the 
history of its deindustrialisation, the trad¬ 
ers’ domination as financiers and inter¬ 
mediaries in all these segments and the 
barriers to entry of skilled personnel into 
tlie promising segments pos^ by the domi¬ 
nation of the trader-intermediaries and 
the consequent lack of access of potential 
producer-enterpreneurs to institutional 
credit and marketing outlets. 

The breakdown of older industries cre¬ 
ated a large pool of cheap labour skilled 
in older technologies, and intermediaries 
could exploit such labour without new 
inve.stment in better plant and machinery. 
Unlike in Tamil Nadu, a capitalist agri¬ 
culture did not throw up producer-entre¬ 
preneurs who, with some help from the 
liKal government, could throw out inter¬ 
mediaries (as at Tirupur) or prevent their 
entry into (he field (as at Coimbatore). The 
other legacy of a semi-feudal agriculture 
and (he persistent domination by trader- 
intermediaries continue to dampen the 
growth of modem small- and niedium- 
scale industry. 

Urbanisation, Informal Sector 
ANI> POVERIY 

One result of the slow growth of indus¬ 
try, immigration of va.stnumbersof people 
from Bast Pakistan and Bangladesh in 
rural areas, and the acceleration in agn- 
cultural growth in the 1980s has been a 
distinctly lower rate of growth of urban 
populations in West Bengal than in India 
as a whole ]Giri 1998]. Even then, how¬ 
ever, the growing urban population has 
had to find employment, and that employ¬ 
ment has been increasingly found in the 
informal sector (Mukhopadhyay 1998 j. In 
environments of fasi-^mwinit industry, 
formal and informal sectors cm grow 
together through v arious kimL of subcon¬ 
tracting relations. However, against a 
background of industnal decline e.specially 
in the environs of Calcutta self-employ¬ 
ment is found to provide a better income 
on an average than employnrent in micro- 
enterprises acting as subcontractors 
(Raychaudhuri and Chatteijec 1998], 

The backward state of West Bengal’s 
economy, de.spite its supposedly early start 
on the path of industrialisation and its 
further retardation as a result irf the agra¬ 
rian crisis and industrial recession of the 
mid-sixties, isrevealedby figuresof people 
living below the poverty line, however 
crude such an index might be. According 
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qDotBdby (%ori) (1998), the heiid<»i{Uit 
rario of poverty in 1961-62 was 62.2 per 
cent in West Bengal as against 38.2 per 
cent in Indians a whole; by 1967-68, the 
corresponding all-India figure had risen to 
55.8 per cent but in West Bengal it had 
zoomed to 80.6 per cent; the gap between 
the all-India and West Bengal h^-count 
ratios was thus 24 per cent or above. Seen 
against this background, the gap between 
the West Bengal and all-India head-count 
ratios in 1993-94, which comes to 28 per 
cent (estimated by the method of the Expat 
Group appointed by the Planning Com¬ 
mission) suggests considerable relative 
progress, as measured by the very low 
standards applied for human welfare in 
e.s(imating h^-count ratios. (There are 
some minor differences between the fig¬ 
ures cited by Ghosh. 1998, and Chaneijee, 
1998, Table 2, but these seem to be 
immaterial as regards the main finding.) 
The reduction in the gap appears to have 
been achieved primarily since 1977-78. 

Chatterjee (1998) has carried out a 
number of exercises to tiy and pin dfown 
the proximate reasons for the reduction 
and persistence of poverty in West Ben¬ 
gal. Although growth in agricultural pro¬ 
duction in the I98()s which was aided by 
redistributive land reforms may have 
ameliorated the condition of the poor in 
rural areas, it did not happen uniformly 
in all districts; by and large, the districts 
with assured irrigation and better linkages 
with urban areas did better than the others 
IChatterjee 1998; Bhattacharya 1998; 
Banerjee and Roy 1998]. 

Poverty reduction in i^an areas seems 
to be beset with more problems than in 
rural areas. But even m rural areas, expan¬ 
sion of non-agricultural employment is a 
necessary complement to growth of pro¬ 
duction and rapid poverty decline. A major 
instrument for speeding up growth of 
employment, especially self-employment, 
would be rapid extension of institutioiuil 
credit, at reasonable ratesofinterest. How¬ 
ever, as the study of Das and Maiti (1998) 
reveals, the credit-deposit ratio relating to 
the operation of commercial banks in West 
Bengal is not only lower than the average 
for the rest of India (a characteristic shared 
by eastern India as a whole) but has also 
been declining over time. Rajeev and Deb 
(1998) in their roicro-tevel study have 
found that small and marginal peasants 
still depend greatly on credit extended 
by traders, especially those who suf^ly 
fertilisers, pesticides and other inputs. 

A major reason cited for die poor per¬ 
formance of banks in the priority lending 
.sectors in the state is the poor repayment 


Economic and Political Weekly November 21, 1998 


2977 



record of borrowers. Rajeev and Deb have 
found that borrowers are reluctant to repay 
loans from commercial banks because a 
good repayment record does not necessar¬ 
ily ensure fresh loans from bank's. A bank- 
customer relationship, especially in the 
case of small borrowers, should be close. 

• But large commercial banks employ 
managers on transferable service and judge 
them on the basis of their performance in 
the aggregate rather than particular sectors 
they took after. This .set-up prevents close 
relationship between bankers and borrow¬ 
ers and aggravates problems of a.symmct- 
ric information and mutual .suspicion; 
Rajeev and Deb (1998) al.so report the case 
of a co-operative bank - not a typical one, 
I fear - which ensures proper repayment 
by ensuring continuity of loans. 

The studies put together in this volume 
would suggest the need for a much greater 
role on the part oi the state - including 
the .state government, the zilla parishad, 
panchayat samilis, and municipalities - in 
building up co-operative networks of 
enterprises which should expand outward 
and connect with one another. These 
cnterpri.sc.s need not necessarily be co¬ 
operative societies in a formal sense; they 
can be self help groups, enterprises clus¬ 
tered together and serviced by joint, 
possibly state-supported organisations 
co-ordinating and providing information 
about markets, technology and credit. With 
the passing of the 73rd and 74th consti¬ 
tutional amendments, local bodies should 
have much more financial resources. One 
way of restructuring regional rural banks 
would be to put them under the authority 
of zilla parishads. Beyond a minimum 
starting-up capital, however, the ‘respon¬ 
sibility for keeping them su.stainahle should 
vest entirely in the appropriate local 
government. But this .suggestion, of course, 
runs counter to the centralising financial 
policy which has been pursued since the 
onset of liberalisation in 1991. 

The aspects of development of West 
Bengal di.scussed in these papers rai.se 
many quc.stions of development and poli¬ 
tics not only in that state but in other 
constituent states of India as well. One 
issue is the exact implication of various 
types of historical legacy. The studies have 
pinpointed that an early start in the colo- 
nial-.style industrialisation process does 
not ensure a favourable initial condition 
for either economic or human develop¬ 
ment. Keralaentercd into the orbitof direct 
colonial rule about SO years later than 
Bengal and has done far better in terms 
of human development. Certain geographi - 
cal factors seem to have favoured Kerala's' 
human development. The state is a long 


ribbon of towns and ports intMspened 
with farms and plantations. So the kind 
of inaccessibility that plagues, say, the 
di.<itricts of Purulia, Cooch Behar or even 
South 24-Parganas, which is so close to 
Calcutta, does not hinder Kerala’s devel¬ 
opment to the same extent. Kerala also 
receives large amountsof remittances from 
migrants to west Asia, and this adds both 
to its consumption and resources forhuman 
development, though not necessarily to its 
state domestic product. 

However, Kerala's record of a higher 
level of human development predates 
independence. Here a major role seems to 
have been played by the Travancore state 
in spreading education and health aware¬ 
ness, and the people of the state struggling 
to get out of the di.sabilitics imposed by 
an extremely hierarchical caste system 
I Raj and Tharakan 1983; and Kabir and 
Krishnan 1997; Ramachandran 1997], 
Travancore is yet another example of a 
‘native state’ which performed better than 
directly British-ruled territories in the aiea-s 
of social and human development. 

It is not. of course, colonial history alone 
that was responsible for the much better 
record of Kerala in education, health, and 
women’s position in the demographic 
profile. Kerala’s communist government 
was installed in 1957. Although arhitrari ly 
dismissed by Nehru in 1959 at the behest 
of Indira Gandhi, the communists left a 
legacy of egalitarian measures which began 
to be implemented from the 1970s. Hence 
the earlier start in the political consolida¬ 
tion of forces fighting for egalitarian social 
change may have also contributed to 
Kerala’s progress in areas of human de¬ 
velopment [Kohli 1987; and Chose 19831. 
However, the state government and local 
bodies in West Bengal can and should 
learn a great deal from the Kerala expe¬ 
rience in designing appropriate delivery 
systems, and in initiating experiments in 
planning from below rather than 
decentralised planning with guidance and 
political control from above. 

Finally, the experience of West Bengal 
facing a hostile central government for 
two decades raises questions about norms 
to be evolved if the federal polity is not to 
he tom apart by regional resentment, only 
to be patched up through authoritarianism 
or unprincipled compromises with local- 
level satraps. Stability would demand 
evolution towards a politics of principles 
rather than one of patronage, corruption 
and incorporation at the elite level. The 
roles of principles and expediencey in 
keeping democracy alive or enfeebling it 
need to be debated with great uigency at 
this critical mornem of India’s history. 
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Institiltional Change and Output Grouth 
in West Bei^al Agriculture 

End of Impasse 

Manoj Kumar Sanyai 
Pradip Komar Bbwas 
Samaresh Bardhan 

This article gives an account of West Bengal’s agricultural performance for 1977-95 and examines the 
extent to which the end of 'agrarian impasse’ can be attributed to the land reform measures carried out 
by the Left Front government. 


Introduction 

AGRICULTURE in West Bengal was 
mired in stagnation during the tirst three 
decades of the post-independence period. 
Boyce’s estimates for the period 1949-80 
.set out 1.74 per cent annual growth (with 
no outlier dummies) in agricultural output 
which trailed far behind the rate of growth 
of population during his reference period. 

The sluggish growth of Aman yields 
(0 80 per cent), as Boyce observes, ac¬ 
counts lor the failure of output growth 'to 
match or surpa.ss’ the ri.se in population. 
He, therefore, finds strong grounds for 
advancing an argument of stagnation or 
‘impasse’m West Bengal agriculture for 
his entire reference period [Boyce 1987]. 

Small and marginal fanners’ inaccessi¬ 
bility to output raising package of tech¬ 
nological inputs primarily accounts for 
the sort of ‘agrarian impasse* Boyce 
witne.s.sed. The landless or the landpoor 
households had little access to institu¬ 
tional credit and were forced to contract 
usurious loans mostly from agricultunst 
creditors or gram traders. Petty producers 
contracting non-institutional loan were 
often trapped in unequal exchange in the 
produce and factor markets. Credit was 
the basic instrument through which the 
inter-linked market deals were instituted 
(Bhaduri 1973, 1984, Bharadwaj 1985]. 

The jotedar-creditor continued to domi¬ 
nate the scene till the power relations 
structure was grossly affected by the 
Naxalbari uprising in the late I96()s and 
early 1970s. Usury virtually disappeared 
from the early 1970s although institu¬ 
tional credit continued to remain shy as 
a source of agricultural finance. Small 
operators’ access to institutional credit 
was constrained by their inferior land 
rights, and the state played no significant 
role in providing security of tenure to 
them. Furthermore, public investments in 
key inputs like irrigation and fertiliser did 


not increase in a manner that could en¬ 
courage private investments. 

Agriculture in West Bengal was, for the 
first time, poised for a change when the 
Left Front rule was established in 1977. 
‘Operation Barga’ assumed the dimension 
of a movement in the countryside within 
a few months of its launching in October 
1978. Quick recordings of the names of 
bargadars and granting legal rights to 
cultivate land was a major incentive for 
the marginal and small peasants to raise 
production. Provisions were also made for 
institutional credit and subsidies to the 
sharecroppers and assignees of the ve.sted 
land to remove their dependency on land¬ 
lords or moneylenders. Tlie impact of these 
provisions was felt in agricultural inve.st- 
ments and output growth in the 1980s. 
Estimates of Saha and S waminathan (1994) 
lor the period 1981-82 to 1990-91 for 
West Bengal show 6.4 per cent annual 
growth in agricultural output. 

This article reopens llie issue of output 
growth in the context of institutional 
changes initiated by the Left Front govern¬ 
ment. Section 11 presents the results of our 
estimates of trends in output growth for 
different crops for the state for the period 
1977-93. Section III examines the extent 
to which the end of ‘agrarian impasse’ can 
be attributed to the land reform measures 
carried out by the Left Front government. 
Some concluding remarks are made in 
Section IV. 

II 

Growth of Output 

Data and Estimation 

The main sources of data on area, pro¬ 
duction and productivity for ail the crops 
are Statistical Abstract 1978-89,1994-95, 
published by the Bureau of Applied Eco¬ 
nomics and Statistics (B AES), Government 
of West Bengal (GOWB) and Economic 
RevrewfGOWBjfor different years. Centre 
forMonitoring Indian Economy’s(CMIE) 


recent publication. Agriculture (August 
1997), has also been used. CMIE's data 
for West Bengal are collected from BAES. 

In estimating growth in aggregate pro¬ 
duction (all-crop or any group of crops 
like foodgrains, and non-foodgrains), we 
have used indices (with the base year 
1971-72) constructed by the BAES. In 
estimating growth rates for some selected 
crops we have used the following expo¬ 
nential function: 

y, = c(P„ + P,t) 


Tabu I. All-Crops. Exponlntial Growui 
Raw. 1977-78 ro 1995-96 

(Per cent per annum) 



Area 

Produc¬ 

tion 

Producti¬ 

vity 

West Bengal 

0 547 

4.103 

4 967 


(1 902) 

(9 486) 

(9 130) 

Burdwan 

0 976 

3.932 

4.471 


(3 341) 

(7 308) 

(6 905) 

Birbhum 

1 163 

2 941 

2 079 


(2.953) 

(2 998) 

(2.406) 

Bankura 

1 078 

5 699 

5.620 


(3 019) 

(5 184) 

(7 108) 

Midnapore 

1 219 

5.941 

6 421 


(5 206) 

(7 062) 

(7 395) 

Howrah 

1 609 

5.408 

4 374 


(4 147) 

(7 199) 

(5 819) 

Hooghly 

1 248 

4 526 

5 284 


(3 893) 

(4 437) 

(4.060) 

24-Parganas* 

0 661 

3 810 

4.458 


(5.810) 

(4 767) 

(4.751) 

Nadia 

1.344 

5 663 

7217 


(8.463) (11 374) (10.395) 

Murshidabad 

0.263 

3 842 

5.227 


(1..369) 

(6.276) 

(6.-557) 

West Dinajpur 

* -0 377 

3 634 

5 024 


(-2 412) 

(7.087) 

(7.888) 

Malda 

0.620 

4.1 II 

5 808 


(1 92i) 

(8 937) 

(9.514) 

iaipaiguri 

-0.143 

I 524 

1916 


(-0 777) 

(5 645) 

(6 538) 

Coochbehar 

0 586 

3.011 

2.473 


(2 .‘524) 

(7 893) 

(7 959) 

Purulia 

1 536 

4.206 

2 859 


(3 544) 

(2 900) 

(2 601) 


Notes: Figures in parentheses denote t-ratio. 
* Data stand for undivided distncts. 
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Taking logarithms on both sides we have 
estimated the equation; 

Iny ^ P|t. where the independent 
variable is time. 

We have observed a trend-break in the 
output growth for jute in 1983-84 when 
there was a massive failure in crop pro¬ 
duction. In order to capture the bt^ in 
trend a single-point dummy has been used 
for the year 1983-84. The constructed 
dummy variable regression equation is 
Inv = Po + + P 2 Dl + c 

where Dl= I for 1983-84 
= 0 otherwise 

The estimated coefTicienls of D1 arc 
found to be significant although for some 
districts, growth rates have been found to 
be insignificant even with dummy. 

Aggregate production 

The unprecedented annual growth of 
all-crop pniduction (4.10 per cent) and 
yield per hectare (4.97 per cent) during 
the period from 1977-78 to 1995-96 sur- 
pa.sses the rate of growth of population 
and marks the end of impa.sse in West 
Bengal agriculture (Table I). The high 
rate of output growth was achieved by 
raising productivity rather than by acreage 
expansion. Official figures for the ‘area 
not available for cultivation’ show a nsc 
from 15.5 percent in 1980-81 to 18.9 per 
cent in 1994-95. The Net Area Sown (NAS) 
declined considerably. The decline was 
severe inthc first half of the 1980s. Between 
1980-81 and 1985-86, NAS declined 
from 63.4 per cent to 59 5 per cent of total 
area. It, however, rose to 62.9 per cent in 
1994-95 fGOWB 1996). 

Districtwisc estimates (Table I) show 
that some western and Central Bengal 
districts cxpenencing severe decline in 
agriculture during 1949-65 and a slow 
recovery during the period 1966-80 are 
now placed on the growth trajectory. 
Bankura. a traditionally backward district 
in terms of agnculture, had been able to 
register annual growth of 5.70 per cent in 
all-crop production and 5.62 per cent in 
all-crop productivity. Birbhum, however, 
trailed far behind all the districts except¬ 
ing Jalpaiguii. 

Birbhum’s over-all growth performance 
was badly affected by low yield rate of 
non-foodgrain crojK (Table 8). Yield rate 
of foodgrains tor the district (5 65 per 
cent) was well above the corresponding 
figure for the state (Table 2). Among the 
remaining districts, Howrah, Hooghly, 
West Dinajpur, Maida and Puruiia regis¬ 
tered higher growth rates compared to the 
state average. Only two districLs, West 
Dinajpur and Jalpaiguii. had declining 
trends in all-crop acreage. Jalpaiguii gets 


Tams 2; Aix-FooiiaitAiNs: ExMNewnAL Table 4; AmAm: Bskmoitul tjiuwm Raie, 

Giiowto Rate, I977-7S to 1993-94 1977-78 to 1993-94 

{Per cent per annum) (Per rent per annum) 



Area 

Produc 

tion 

- Producti¬ 
vity 


Area 

Produc 

tion 

- Producti¬ 
vity 

West Bengal 

0.387 

3.623 

5 120 

West Bengal 

0.443 

3 560 

4 634 


(2 122) 

(.5 874) 

(7 595) 


(2.277) 

(4.537) 

(5 0.36) 

Burdwan 

0 288 

3 842 

7 625 

Burdwan 

0 182 

3.246 

6.309 


(0.824) 

(5.1.51) 

(7 645) 


(0 501) 

(5 847) 

(5 076) 

Birbhum 

-0.769 

2..32I 

5 649 

Birbhum 

-0 335 

2..560 

5.254 


(-2 280) 

(2 295) 

(4.782) 


(-1.105) 

(2 762) 

(4.140) 

Bankura 

0 788 

4 814 

6.524 

Bankura 

0 326 

3 945 

5.700 


(2.313) 

(4 244) 

(5.726) 


(1 223) 

(3 561) 

(4 696) 

Midnapoie 

064.3 

4 806 

6 227 

Midnapore 

-0.182 

.3 601 

.5.214 


(3 7.54) 

(5 593) 

(6 0.31) 


(-1 600) 

(3 086) 

(3 831) 

Howrah 

1 795 

6 004 

6 456 

Howrah 

0 077 

4 288 

3 379 


(4 5.56) 

(7 050) 

(5 659) 


( 1 081) 

(1 942^ 

(1 942) 

Hooghly 

0.384 

3 312 

5 653 

Hooghly 

0 544 

4 201 

5 792 


(1 269) 

(5.029) 

(6 070) 


(2.426) 

(4 274) 

(4 386) 

24 Parganas* 

0.541 

3 910 

5 167 

24-Parganas* 

-0 470 

2 903 

4.800 


(4 281) 

(4 2.50) 

(4 370) 


(-2.201) 

(2 424) 

(3 191) 

Nadia 

0 94.5 

5 509 

7 337 

Nadia 

1 402 

6 747 

8 188 


(2.51.3) 

(9 718) 

(9 430)) 


(2 829) 

(4 427) 

(5.142) 

Murshidabad 

-0 333 

3 096 

5 642 

Murshidabad 

1.994 

5.120 

5 409 


(-1 187) 

(4.410) 

(6 242) 


(2 244) 

(.3 .567) 

(2.977) 

West Dinajpur 

• -0 258 

3 823 

5 295 

West Dinajpur* 

1 261 

4 221 

.3 698 


(-1 326) 

(7 216) 

(7 908) 


(3 766) 

(5 652) 

(4 724) 

Maida 

0451 

4 0.37 

5 003 

Maida 

1 112 

3 500 

.3 488 


(1 164) 

(8 254) 

(7 645) 


(3 .542) 

(4 026) 

(3 363) 

J.ilpaigun 

-0 362 

1 455 

1 986 

Jalpaigun 

0517 

1 980 

1 666 


(-0.797) 

(2 049) 

(2 769) 


(1 321) 

(2 536) 

(2211) 

('oochhehar 

0.4.54 

2 905 

2 791 

Coochbehar 

1 6.34 

3 480 

2 096 


(1 .341) 

(5 315) 

(2 791) 


(5 203) 

(6 767) 

(4 962) 

Purulia 

0 894 

4 243 

3 333 

Purulia 

1 327 

4 130 

3.094 


(1 860) 

(2 875) 

(2 573) 


(1.990) 

2 827) 

(1 7.37) 

Notes Figures in parentheses denote t-ratio 

Notes- Figures in parentheses denote t-ratio 

* Data stand for undivided distnets 

* Data stand for undivided distnets 

Tabif3 Rict ExTONRwriAi Growth RAir, 

Table 5- Aus 

' Exponeitoal Growth Rate. 

1977-78 TO 199.*i-96 


1977-78 TO 1993-94 



{Per t ent per annum) 


{Per lent per annum) 


Area 

Produc- 

Producli- 


Area 

Produc- 

ProduUi- 



lion 

vity 



tion 

vily 

West Bengal 

1 025 

4.577 

5 675 

West Bengal 

-1 635 

.3 221 

5 864 


(5411) 

(6 499) 

(6 909) 


(-3 155) 

(4 280) 

(9 807) 

Burdwan 

1 162 

4 358 

6 829 

Burdwan 

1.875 

4 976 

6.297 


(3 482) 

(6 450) 

(5 849) 


(2 575) 

(4 945) 

(6.690) 

Birbhum 

0 265 

3 173 

5 461 

Birbhum 

4 794 

8 908 

8.261 


(0 9^2) 

(.3 209) 

(4 188) 


(2 314) 

(3 536) 

(5 752) 

Bankura 

1 1)8 

5 201 

6 630 

Bankura 

2 321 

8 090 

9.434 


(3 558) 

(4 594) 

(5 609) 


(2 028) 

(5 048) 

(1025.3) 

Midnapoic 

1 045 

5 073 

6 1.37 

Midnapore 

1.677 

6.683 

6.284 


(6 596) 

(5 9 30) 

(5 690) 


(1 791) 

(6 397) 

(6 338) 

Howrah 

2 832 

6 824 

6 153 

Howrah 

.3 421 

8.396 

7.272 


(6 612) 

(7 470) 

(4 620) 


(0 920) 

(1 704) 

(4 351) 

Hooghly 

1 0.34 

3 853 

5 475 

Hooghly 

1 286 

3 981 

5.129 


(.3 14.5) 

(5 692) 

(5 6.38) 


(0 097) 

(2.755) 

(5 811) 

24-Parganas* 

0913 

4318 

5 394 

24-Parganas* 

0 545 

5.434 

9.3.17 


(6 661) 

(4 .573) 

(4 182) 


(0.609) 

(4 878) (11.489) 

Nadia 

2 327 

7 467 

9 420 

Nadia 

-1 841 

2 953 

6 375 


(5 013) (10 746) (10 564) 


(-1.990) 

(2.058) 

(5.6.33) 

Murshidabad 

1 690 

5 270 

6 278 

Murshidabad 

-1 941 

0.698 

3.153 


(3 1.31) 

(5 466) 

(5 023) 


(-2.106) 

(0 742) 

(3.543) 

West Dinajpur* 

0 487 

4 886 

5 681 

Wesi Dinajpur* 

-9.227 

-.3 488 

6.35.3 


(1 82S) 

(8 541) 

(8 130) 


(-9.456) 

(-3.017) 

(7 222) 

Maida 

0 954 

4 860 

5 983 

Maida 

-4 266 

-1.693 

2.249 


(2 427) 

(9 423) 

(8 .506) 


(-3.562) 

(-1 110) 

(3.08.5) 

Jalpaigun 

-0 02.3 

2 1.57 

2.3.35 

Jalpaigun 

-1.607 

2.359 

3.484 


(-0 078) 

(2 9.55) 

(.3.389) 


(-3.021) 

(2.249) 

(4.826) 

Coochbehar 

0931 

4 205 

3.485 

Coochbehar 

-1 311 

4 528 

5.036 


(.3 037) 

(7 943) 

(9 118) 


(-3 .378) 

(4 779) 

(7 562) 

Purulia 

1.297 

4 25.3 

3 351 

Purulia 

3.806 

9.802 

4.288 


(3 407) 

(2.912) 

(2.635) 


(1.051) 

(3.286) 

(2.413) 


Noiet Figures in pareniheses denote t-ratio. Notes: Piguies in parentheses denote t-ntio. 
* Data stand for undivided districts. * Data stand for undivided districis. 
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the bottom tank in tenns o? its ou^t 
growth and growth of productivity. Cooch 
Behar's growth rates for production and 
productivity are lowerthan the correspond¬ 
ing figures for the state average. 

All-fottdf’rains 

1 Cultivation of foodgrains dominates the 

cropping pattern in West Bengal. The rates 
of growth of area and output for non- 
foodgrains were, however, much higher 
than those for foodgrains. The growth of 
area under cultivation of foodgrains was 
sluggish and productivity was the main 
contributor to output growth (Table 2). 
Birbhum. Murshidabadand Jalpaiguri had 
declining trends in the foodgrains acreage. 
Howrah registered the highest growth rates 
for output ot and acreage underfoodgrains. 
Excessive concentration of households in 
the marginal size-class in the district might 
be responsible for the relatively high 
growth of area and output of foodgrains 
in Howrah. It is to be noted in this con¬ 
nection that the district had a declining 
trend in the area under non-foodgrains. 

Rite 

The rale of output growth in total rice 
(aman, aus and boro) for West Bengal is 
4.58 percent. Output per hectare increased 
at 5.68 per cent per annum making pro¬ 
ductivity the most significant contributor 
to output growth (Table 3). The ri.se in 
production and productivity was brought 
about by the adoption ot HYVs. Of the 
total rice area, 73 percent has already been 
brought under HYV cultivation. Percent¬ 
age shares of HYV acreage to total area 
under aman. aus and boro are 63,93 and 
l(X), rc.spcctively [GOWB 1996]. During 
1980-95, HYV rice area in propoition to 
total nee area increased at the rate of 6 
per cent per annum (ibid). 

Aman 

The growth of area under aman culti¬ 
vation (0.44 percent) in West Bengal was 
sluggish although the yield rate for the 
crop was fairly high (4.63 per cent). The 
growth rate for aman production for the 
state stood at 3.S6 per cent (Table 4). 
Birbhum. Midnapore and 24-Pargana.s had 
a declining trend in area under aman 
cultivation but yield rates for the districts 
were high. Nadia claims the highest rank 
in terms of growth in production (6.75 per 
cent) and productivity (8.19 per cent) for 
the crop. Murshidabad. West Dinajpur, 
Howrah and Puiulia showed high growth 
performance in terms of production and 
productivity for aman crop. Substitution 
of non-HYV area by HYV area has re¬ 
duced the impoitance of area expansion 


Txau 6: Boao; BxroNDnML Crnarm fUrm, 
1977-78 TO 1993-94 

{Per cent per annum) 



Area 

Produc¬ 

tion 

Producti¬ 

vity 

West Bengal 

8.370 

9 380 

2.858 


(9.795) 

(9.010) 

(3.567) 

Burdwan 

6.204 

7.530 

3.707 


(3 230) 

(3.688) 

(3.361) 

Birbhum 

6.166 

7.163 

2.467 


(2 590) 

(2.522) 

(1.430) 

Bankura 

16.602 

19.714 

7 531 


(7.102) 

(7.020) 

(3 940) 

Midnapore 

9 3.36 

9718 

1.088 


(10.604) 

(9 803) 

(1.027) 

Howrah 

12.462 

13 042 

1.556 


(8 387) 

(6.912) 

(1.072) 

Hooghly 

2 677 

3 114 

1.230 


<2 724) 

(2.829) 

(0 868) 

2t-Parganas* 

8.754 

10.200 

4.586 


(11 550) 

(1.3.146) 

(3.936) 

Nadia 

10 276 

II 306 

6.190 


(14 524) (13 108) 

(2 577) 

Murshidabad 

8 933 

10.104 

3.385 


(II 471) (10 110) 

(2 833) 

West Dinajpur* 

17 801 

20 888 

7 585 


(13.1.34) (12 684) 

(4 297) 

Malda 

7 194 

9.926 

7 229 


(7 1.39) 

(9.333) 

(3.524) 


Notts Figures in parentheses denote t-ratio 
* Data stand for undivided distnets. 


Tabu: 7 Whlat Exkinentiai. Growth Rate. 
1977-78 TO I99.V94 

(Per cent per annum) 



Area 

Produc¬ 

tion 

Producti¬ 

vity 

West Bengal 

-2.310 

-3.165 

-2 376 


(-2 238) 

(-1922) 

(-0 903) 

Burdwan 

-14 429 

-15 244 

-I 610 


(-8 873) 

(-9 122) 

(-1 012) 

Birbhum 

-8 613 

-7 290 

2 521 


(-4.642) 

(-3 760) 

(2.356) 

Bankura 

-6 739 

-2 703 

4 669 


(-2.125) 

(-1.036) 

(1 683) 

Midnapore 

6 340 

-6 335 

-0 290 


(-3 078) 

(-3 023) 

(-0206) 

Howrah 

-21 588 

-23 077 

-2 688 


(-6.946) 

(-6 611) 

(-0 860) 

Hooghly 

-18040 

-16 171 

4.553 


(-6625) 

(-5.380) 

(1 476) 

24-Parganas* 

-2 970 

-1 798 

2 255 


(-1 982) 

(-1 III) 

(1 3.33) 

Nadia 

-00336 

-0065 

-0 158 


(-0036) 

(-0 041) 

(-0 069) 

Murshidabad 

-2 623 

-0 041 

13 210 


(-1036) 

(-1 132) 

(0 883) 

West Dinajpuf 

• -3 1.58 

-1 690 

2.540 


(-3 0931 

(-1 468) 

(1 256) 

Malda 

3 117 

4215 

2.098 


(2 315) 

(3.046) 

(1 06.5) 

J.ilpaiguri 

-1.774 

-2 569 

-1 .318 


(-0.658) 

(-1.131) 

(-0 982) 

Coochbehar 

-3.578 

-4.847 

-2 338 


(-1.375) 

(-• 915) 

(-1 525) 

Purulia 

-6.620 

-7.815 

-8 476 


(-I.(a7) 

(-1.600) 

(-1 080) 


Notts: Figures In paienibeses denote t-ratio. 
* Dfda stand for undivided dtsiricis. 


Tabji 8: NdN-RMoatAM; BxraicirnAi. 
Growth Ratb. 1977-78 to 1993-94 

(Per cent per annum) 



Area 

Produc¬ 

tion 

Producti¬ 

vity 

West Bengal 

3.270 

4.695 

3.604 


(5.201) 

(15522) 

(7.861) 

Burdwan 

3.360 

4.209 

1.086 


(5.185) 

(6 410) 

(1.457) 

Birbhum 

5 173 

6.701 

I..309 


(3 909) 

(5.212) 

(1.534) 

Bankura 

3.907 

9 797 

7.556 


(5.270) 

(8 785) 

(8.567) 

Midnapore 

6.768 

10.493 

5 682 


(11.895) 

(13 625) 

(6.486) 

Howrah 

-0.227 

2.405 

3.533 


(-0.258) 

(1 820) 

(2.658) 

Hooghly 

3.493 

6.162 

4.138 


(6.995) 

(17 411) 

(4.484) 

24-Parganas* 

1 373 

2.896 

1.833 


(2 228) 

(4.166) 

(3.862) 

Nadia 

2.175 

5.129 

4.403 


(3 617) 

(6.176) 

(6.104) 

Murshidabad 

2 195 

4.325 

3 080 


(5 682) 

(5 355) 

(3.6.11)* 

West Dinajpur* 

-1.007 

1.509 

3 025 


(-1 461) 

(1.980) 

(3.757) 

Malda 

0 772 

4.517 

3 834 


(1 124) 

(0033) 

(2.263) 

Jalpaigun 

0 700 

1.471 

0.982 


(2 105) 

(6 802) 

(2.861) 

Coochbehar 

1.142 

2 777 

1.960 


(1 980) 

(4 636) 

(4 623) 

Purulia 

4.155 

5 177 

0 974 


(2 958) 

(0018) 

(100) 


Notes Figures in paientheses denote t-ralio. 
* Data stand for undivided districts 


Table 9 Pulses Exponentiai Growth Rate, 
1977-78 TO 1993-94 

(Per cent per annum) 



Area 

Produc¬ 

tion 

Producti¬ 

vity 

West Bengal 

-4 990 

-3.204 

1.878 


(-16.304) 

(-7 123) 

(3.961) 

Burdwan 

-16.907 

-15 371 

1 889 


(-10 285) 

(-7 881) 

(1.874) 

Birbhum 

-9 137 

-6 168 

3.825 


(-8 .588) 

(-5 461) 

(4 6.52) 

Bankura 

-7 886 

-5 913 

2 179 


(-8 460) 

(-5 433) 

(3 569) 

Midnapore 

-6.944 

-2.316 

5.324 


(5 017) 

(-1 548) 

(5 019) 

Howrah 

-12 819 

-II 818 

I 216 


(-5 175) 

(-4 994) 

(1.2.59) 

Hooghly 

-20 022 

-20466 

-0.028 


(-8 934) 

(-6 81.3) 

(-0.0234) 

24-Parganas* 

-4.910 

-4 3.50 

0.588 


(-3 367) 

(-2 415) 

(0.867) 

Nadia 

-2,871 

-1 660 

1.188 


(-4 397) 

(-1 418) 

(1.205) 

Murshidabad 

-7.383 

-6.332 

1.059 


(-13 707) 

(-6.048) 

(1.327) 

West Dinajpur* -5 527 

-4.204 

1.610 


(-7.265) 

(-4.042) 

(2.569) 

Malda 

-0.429 

2 405 

1 930 


(-0.743) 

(0.726) 

(1.188) 

Jalpaigun 

-8.659 

-6 818 

2.002 


(-6.269) 

(-7 816) 

(1.227) 

Coochbehar 

0.392 

1 532 

1..342 


(0.269) 

(1.408) 

(2.015) 

PuraliB 

1.667 

3.948 

2.241 


(1.821) 

(3 227) 

(2 545) 


Notes: Figures in parentheses denote t-ratio. 
* Data stand for undivided districts. 
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for maintaining a high rate of growth of 
aman production. 

Aus 

We obtain a declining trend in area 
under aus cultivation and a rising trend 
in its yield rate for the state (Table S). The 
rate of growth of area was -1.64 per cent 
while the rates of growth of production 
and productivity were 3.22 per cent and 
3.86 per cent, respectively. Districtwise 
estimates indicate thatNadia, Murshidabad, 
West Dinajpur. Malda, Jalpaiguri and 
CoochBeharexpcriencedadcclining trend 
in the crop acreage. Punilia registered the 
highest rate of growth in aus production 
(9.80 per cent) although its productivity 
growth rate (4.29 per cent) for the crop 
was much less than that of the state. 
Birbhum and Bankura maintained more 
than 8 per cent growth in both production 
and productivity. Further investigation is 
required to explain why the cultivators in 
West Dinajpur were reluctant to put more 
area under aus cultivation specially when 
the relative productivity for the crop was 
fairly high. The rate of growth of aus area 
in the district was -9 23 per cent. In West 
Dinajpur. the area under jute, a competi¬ 
tive cn>p tor aus, also faced a declining 
trend (Table 12). 

Boro 

A very high rate of growth of boro 
pnxluciion (9.18 percent) made a signifi¬ 
cant contribution to growth in rice produc¬ 
tion in West Bengal (Table 6). The main 
contributor to output growth in boro was 
the growth in area (8.37 per cent), 'fhe rale 
of growth in productivity for the state 
stood at 2.86 per cent. Bankura, West 
Dinajpur and Malda, however, maintained 
more than 7 per cent growth in produc¬ 
tivity along with the high growth in pro¬ 
duction. E.sttmaies for output growth in 
boro for Jalpaiguri, Coochbehar and 
Purulia have not been made since it was 
a minor crop in terms of acreage and 
production. 

Wheat 

Rates of growth of area, production and 
productivity for wheat for the stale arc 
-2.51 per cent. -3.17 per cent and -2.38 
percent respectively (Table 7). Malda was 
the only dustnet to maintain positive growth 
rates forthe crop acreage, output and yield. 
Estimated growth rates for productivity 
for all the districts excepting Birbhum are 
insignificant. Rates of output growth for 
most of the districts are, however, signifi¬ 
cant. Wheat was largely substituted by 
oilseeds and potato in response to changes 
in relative price and relative productivity. 


Non-fi>od crops 

Hie performance of West Bengal agri¬ 
culture in terms of mitput growth in non¬ 
food crops is impressive. The productiwi 
of crops other than foodgtains rose at the 
rate of 4.70 per cent while their area and 
productivity increased at more than 3 per 
cent rate (Table 8). Midnapore, Bankura, 
Birbhum, Hooghly and Nadia were the 
main contributors to the output growth in 
non-food crops. Bankura recorded the 
highest rate of productivity growth for the 
crops. Output growth of potato and oil¬ 
seeds pushed up the growth rate of pro¬ 
duction of non-f<xxl crops to a consider¬ 
able extent. There was, however, a severe 
decline in output growth in pulses. Nega¬ 
tive trends in production have also been 
found for jute. The decline in sugarcane 
cultivation was the most severe. 

Pulses 

Hie rates of growth of area, production 
and productivity of pulses for West Ben¬ 
gal were -5 per cent, -3.20 per cent and 
1.88 per cent respectively (Table 9). 
Districtwise estimates show that Hooghly 
and Burdwan registered strongly negative 
trends in area and production of pulses. 
The rates of growth of area and production 
lor Hooghly were -20.02 per cent and 
-20.47 per cent, respectively. Burdwan 
rcgi.stered -16.91 per cent growth in area 
and -15.37 per cent growth in output. 
Howrah, Birbhum, Bankura, Murshidabad 
and Jalpaiguri also registered severely 
declining trends in the area and production 
of pulses. Growth rales were positive only 
for two districts, vix, Cooch Behar and 
Purulia. Relative productivity changes 
rather than relative price changes had been 
primarily rcspon.sible for substitution of 
pulses by other rabi crops such as potato 
and oilseeds. 

Potato 

Potato production in West Bengal grew 
at a rapid rate (6.85 per cent) (Table 10). 
Growth in the crop acreage (4.S per cent) 
was achieved by .substituting area under 
wheat and pulses by potato. Oilseeds, 
however, claimed larger portions of those 
crop acreages. During 1970-73, potato's 
share in cropped area was only I per cent 
but it rose to 2.S per cent in the period 
1990-93. India’s share in the cropped area 
between the same periods increased 
from 0.3 to 0.5 per cent [CMIE 1997]. A 
phenomenal rise in pr^uctivity from 
1982-83 induced the cultivators to grow 
pouto even in the regions that were not 
known for such cultivation. Bankura, 
Midnapore, Jalpaiguri and Cooch Behar 


Tmu Kk Potato; BxroMBNnAL Gtowm Rais, 
1977-78 TO 1993-94 

(Per cent per aimiiM) 



Area 

Produc¬ 

tion 

Producti¬ 

vity 

West Bengal 

4.502 

6.848 

4.457 


(7 373) 

(12.477) 

(6.98) 

Burdwan 

2.533 

4.258 

4.016 


(4.313) 

(5.673) 

(.3.51) 

Birbhum 

1.354 

6.679 

8.296 


(1.1.30) 

(5.100) 

(9.12) 

Bankura 

7.632 

11.240 

7.537 


(5.891) 

(8.920) 

(7.57) 

Midnapore 

8.643 

II 778 

6.003 


(10.143) 

(12.084) 

(7.76) 

Howrah 

0.161 

3..369 

6.884 


(0 090) 

(1.814) 

(6.22) 

Hooghly 

5.332 

6.‘lr09 

3.078 


(12.815) 

(1.5.897) 

(2 66) 

24-Parganas* 

0.186 

1 915 

3.102 


(0.180) 

(1.636) 

(1.20) 

Nadia 

-0.580 

1.000 

3.021 


(-0.247) 

(0.437) 

(III) 

Murshidabad 

-0.665 

2.432 

4.843 


(-0694) 

(2 812) 

(5.75) 

West Dinaipur* -0.597 

1.085 

1.246 


(-0 429) 

(0.561) 

(1 97) 

Malda 

2.023 

3 887 

1 503 


(1 046) 

(1.799) 

(1 27) 

Jalpaiguri 

6 590 

11.461 

4.035 


(3.028) 

(4.011) 

(3.75) 

Coochbehar 

7.078 

12 012 

4 112 


(2.764) 

(3 8.30) 

(3.94) 

Purulia 

4 244 

7.197 

1.177 


(1.124) 

(2 162) 

(-0..30I) 


Notes: Figures in parentheses denote t-ralio 
* Data stand for undivided distnets. 


Tabu-. 11: Rafeseed and mustard; Exponentiai 
Growth Rate. 1977-78 to 1993-94 

(Per cent per annum) 


Area Produc- Produeti- 
lion viiy 


West Bengal 

10 105 

13 944 

2.409 


(II 207) 

(11.2.34) 

14.719) 

Burdwan 

11.994 

13.141 

0.728 


(6.930) 

(4.5.59) 

(0.682) 

Birbhum 

15 196 

17 600 

1.694 


(6.070) 

(6 3.31) 

(2.149) 

Bankura 

12.836 

14 410 

0.974 


(13.710) 

(8.070) 

(1.077) 

Midnapore 

17 501 

24.739 

3.823 


(13 208) 

(12 340) 

(5.3.57) 

Howrah 

21.282 

17.780 

2.247 


(8.104) 

(6.684) 

(-1.874) 

Hooghly 

11.061 

15.487 

2.940 


(6.742) 

(7.410) 

(4.252) 

24-Parganas* 

11.664 

18.625 

4.400 

(13.723) 

(14.845) 

(6.7.31) 

Nadia 

11.152 

16.236 

3.345 


(12.902) 

(11.061) 

(5.837) 

Murshidabad 

10.734 

12.524 

1.317 


(10.170) 

(10.391) 

(2.868) 

West Dinajpur* 6.834 

13..328 

3..504 


(7.298) 

(7.950) 

(5.084) 

Malda 

7.801 

9.944 

1.172 


(4.383) 

(4.426) 

(1.494) 

Jalpaigun 

1.09.3 

6,017 

2..507 

(l.llO) 

(4.000) 

(3,746) 

Coochbehar 

• 1.681 ‘ 

4.325 

2.719 


(-1.655) 

(2.436) 

(4.205) 

Purulia 

2718 

8.664 

3.162 


(0.851) 

(2.878) 

(2.429) 


Notes: Figures in paientheses denote l-ratio. 
* Data stand M ondiyided diMrica. 
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giowthmpotU!bpiixitt^ion.CoochBdiar 
claimed die highi»t nie of growth for the 
crop <12.01 per emit). Biithum's growth 
of pr^ction was maripnally below the 
state average bat its rate of growth of yield 
was much lugher than that of the state. 
, Three districts, Nadia, Murshidabad and 
* West Dinajpur, faced declining trends in 
the cre^ acreage and registered very slow 
growthof production. Hooghly,the largest 
potato pr^ucing district in the country, 
had a growth rate which was lower than 
the state average. Burdwan, well-known 
for potato production, also registered a 
growth rate which was much lower than 
the coiTe.sponding state figure. 

Rapeseed and mustard 

We obtain significantly positive growth 
rates for area (10.11 per cent) and produc¬ 
tion (13.94 per cent) of rapeseed and 
mustard for We.st Bengal (Table 11). The 
growth rate for productivity (2.41 percent) 
was rather low. The highest rate of output 
growth (24.74 per cent) was registered by 
Midnapote. The main contributor to this 
growth was area which increased at the 
rate of 17.S0 per cent. Burdwan, in spite 
of its very low growth of productivity for 
thccrop(0.73 percent), had 13.14perccnt 
output growth. A very high rate of expan' 
Sion of the crop acreage brought about the 
ri.se in production. Biibhum, Bankura, 
Howrah, Hooghly, 24-Parganas and Nadia 
maintained a rate of output growth which 
was much higher than the corresponding 
figure for the state. Of the.se districts, 
Howrah had a negative growth rate for 
productivity while its growth rates for area 
and production are significantly positive. 
Hooghly, 24-Parganas and Nadia regis¬ 
tered a growth rate which was much higher 
than that of the state. Birbhum and 
Bankura’s growth for productivity were, 
however, very low. Purulia’s growth rates 
for production (8.66 per cent) as well as 
productivity (3.16 per cent) were appre¬ 
ciably high. West Dinajpur miuntained 
high rate of growth in both production 
(13.33 per cent) and productivity (3.50 per 
cent). The percenuge share of area under 
rapeseed and mustard to total cropped area 
of the state increased from 1.5 per cent 
in 1970-73 to 4.6 per cent in 1990-93 
ICMIE1997]. With a rise in irrigation and 
feitiliser intensities, the cultivators, irre¬ 
spective of their size-classes, are now in 
a position to move to valuable crops that 
are not always labour-intensive. 

Jute 

The area under jute cultivation in Wast 
Bengal has been found to have adeclining 


productivity for the stale are 2.S8 per cent 
and 3.12per cent, respectively (Tij)le 12). 
Murshidabad atxl Nadia registered more 
than 5 per cem growth rate for production 
and 4 per cent growth rate for producti¬ 
vity. In the rest of the districts, raw jute 
production was either stagnating or de¬ 
clining. Recession in jute industry has 
adversely affected the demand fw raw jute 
and the farmers could not always depend 
on obtaining even support price declared 
by tlKs government. 

In 1983-84, there was a trend-break in 
the output growth for raw jute. A single 
point dummy for 1983-84 has, therefore, 
been used in our estimation of trend in jute 
output The coefficients of dummy vari¬ 
able are significant Trend growth rates for 
output for Nadia and Murshidabad are 
significant with dummy. For die remain¬ 
ing districts, the growth rates are insig¬ 
nificant even with dummy. 

m 

Land Reforms and Oo^nt Growth 

Nearly 5 per cent annual growth of all¬ 
crop pr^uctivity, sustained for a period 
of more than one and a half decades 
(1977-95), marks the end of 'agrarian 
impasse’ in West Bengal. Boyce’s empha¬ 
sis on low aman yields as evidence of 
stagnation in agricultural output growth 
loses much of its validity with the growing 
share of boro production in the total rice 
output in recent times. John Hams (1992) 
observes that ‘a quite dramatic spurt in 
agricultural production’ resulting mainly 
trom growth of production marks the end 


of ^Kgranan inpitfso' of Bt^ce's title. 
'The reason he hm asingned to the retnadt- 
abie output growth is the development of 
private shallow tubewell irrigation. In his 
opinion, all tins has taken place ‘in the 
absence of any reform of the agrarian 
structure’. The task, as Harris believes, 
was accomplished by some growth in 
‘suitable technology’ and by reversing the 
previous kind of ’extremely unfavourable 
fertiliser-paddy price ratio’. 

It is, however, difficult to agree with 
Harris’ attempt to play down the role of 
land reform measures in accelenting 
agricultural production in West Bengal in 
recent times. The measures intensifred stale 
intervention in defining property rights in 
a more meaningful manner, narrowing 
the gap between ownership and operation 
and widening the access of the small cul¬ 
tivators to technology and other inputs. 
Since the small and marginal cultivators 
claim the largest share of the total hold¬ 
ings, the latter development is extremely 
significant from the point of view of growth 
in production and productivity in recent 
times [Mukheriee and Sanyal 1997]. It is 
difficult to deuirmine the extent to which 
the end of ‘agrarian impasse’ is an out¬ 
come of land reforms because of varia¬ 
tions in the degree to which institutional 
changes result in changes in the uses of 
inputs. Their impact on the use of labour 
input, in particular, is difficult to study 
because of lack of data. Heterogeneity of 
family and hired labour in agricultural 
production aggravates the prd>lem fur¬ 
ther. Frisvoid has developed and estinuued 
a model for such heterogeneity on the 


Table 12; Jitte. Exfonential Grovuh Ratc, 1977-78 ro 199.7-94 

(Per cent per annum) 



Area 

Production 

Dummy (1983-84) 

Productivity 

West Bengal 

-0.048 

2..583 

- 3.501 

3 115 


(-0667) 

(3.115) 

(v20 279) 

(8.923) 

Burdwan 

2.974 

0.307 

-3 307 

3 299 


(-2.4(M) 

(0.200) 

(-11 521) 

(5.033) 

Birbhum 

-5.63 

0.422 

- 1.266 

4 655 


(-1.453) 

(0.132) 

(- 1.899) 

(5.879) 

Bankura 

6.61 

-4.911 

-0 301 

3.449 


(-2.07«> 

(-1 6-;0) 

(-0.482) 

(9.147) 

Midnapore 

0.028 

0.296 

-4.321 

2.319 


(0.092) 

(0.243) 

(-17.033) 

(1.419) 

Howrah 

-5.34 

-2.987 

-0 063 

2.825 


(-3 741) 

(-1 312) 

(-0 133) 

(4.979) 

Hooghly 

-1.62 

I 134 

-7.518 

8.429 


(-1.579) 

(0.881) 

(-28.019) 

(7.137) 

24-Pargaii8s* 

-3.75 

-1.108 

-4.260 

4.152 


(-3468) 

(-0907) 

(-16.747) 

(8.307) 

Nadia 

0.96 

5.060 

-3.859 

4.104 


( 1.186) 

(4.825) 

(-17.671) 

<4.610) 

Murshidabad 

1.76 

5.834 

-4.572 

2.539 


(2.625) 

(4.322) 

(-16.272) 

(2.830) 

West Dinajpur* 

-2.804 

1.447 

-2.465 

2.738 


(-2 199) 

(0.746) 

(-6.101) 

(2.7112) 

Malda 

-1.776 

1.041 

-.3.924 

0.410 


(-1.030) 

(0.407) 

(-7.370) 

(1.27) 


Notes: Figuie* in pareathesea denorc t-ratio. * Data stand for undivided districu. 


Eepa orok ni^ Politicd/Writidy November 21, 1998 


2983 



bdMs ot plot-level data on Aurepalle, a 
nce-growing village in the Mahbubnagar 
di&tntt ot Andhra Pradesh His findings 
indicate that supervision by family mem 
bers IS requiied lor raising hired labour 
productivity and the level ol supervision 
IS loss because of fragmentation ol land 
holdings IFnsvold I994J At a constant 
supervision intensity an increasi in the 
ratio between hiiedand family labour leads 
to output loss Since this ratio is a rising 
function of the separation between owner 
ship and operation barga recordings and 
the disiiihution ol vested land should 
icducc the output loss attributable to low 
levels ol supervision intensity Barga 
operation has raised the level ot owner 
ship holdings Available evidence sug 
gests that the sale ot landholdings in parts 
by the landlords to the tenants with an 
option foi barge recordings has gone up 
substantially alter 1978 
fhe Agricultural Census estimates foi 
1981 86 and 1990 91 indicate that fur 
West Bengal the number ot operational 
holdings rose by 3 per cent between the 
two dates wheicas the operated area ex 
panded by ! per cent The average si7i 
ol holdings lor all si/e classes taken 
together therelore dccicascd IromO 92 
hectare in 1981 86 to 0 90 hectare in 
1990 91 For the small si/e class howeser 
It rose from I 49 hectare to 1 13 hectare 
In teims ol separation between owner 
ship and operation at the bottom level no 
radical change has been brought about 
exceptine improvements in land rights to 
the extent ol baiga recordings There has 
however been a notable decline in the 
proportion ol teased in area to the net 
cultivated area (NCA) for marginal small 
and semi medium classes but the medium 
and the large si/e classes witnessed an 
increase in the proportion ol leased in area 
to their net c ulli vated area The percentage 
share ot the marginal class in the total 
leased in ama has however increased as 
have the shaas ot medium and large si/e 
class but to a much lower extent than for 
the maiginal si/e class (Table 13) 
Changes in terms of leasing have moved 
in I ivour ot the lessee aftci the barge 
operation There has been a 19 4 per cent 
decline in the produce shanng lease con 
tracts by area tor the marginal class and 
14 6 per cent decline tor the small size 
class between 1980 81 and 1990 91 
(Table 14) Barga recordings and the dis 
tnbution of vested land were also respon 
sible fur the increase in the total area of 
operational holdings for the marginal size 
class and a dec line in the area under share 
of produce lease contracts The number 
of operational holdings ot the marginal 


size-class in the total number of such 
holdings for all size-classes for the state 
was 69 69 per cent in 1980-81, and it rose 
to 73 83 per cent in 1990-91 But the area 
of such holdings increased from 29 2 per 
centto37 8 per cent (Table 14) Data given 
in Table 14 also indicate a positive asso¬ 
ciation between concentration of opera 
(lonal holdings in the marginal si/e-class 
and the incidence of tenancy of the ‘share 
ot produce’ type The marginal operators 
gamed most from the over-all decline in 
the produce sharing rental arrangements 


We have estimated the rank correlation 
between the output growth and the ina- 
dence of tenancy shown by the area under 
produce-shanng rental arrangements tor 
cachdistnet Thechstnets have been ranked 
according to their growth performance tor 
the penod 1977-95 (as shown in Table I) 
m a descending order The same distnets 
have again been ranked according to their 
incidence of share tenancy (as shown in 
Table 14) in an ascending order on the 
basis of the Agnculturai Census data tor 
1980 81 and 1990 91 Ihe penod ot 


Tablc 13 DisrnmiinoN of 1 fascd in Arsa 


iPf! lenii 


Si/e C lass Leased in Area/ 

Leased in Area/ Pioducc Sharing/ 

(ha) Ncl Cultivaled Area 

Tola) Leased in Arci Total Leased in Area 

1980 81 

I98S 86 1990 91 

1980 81 1981 86 

1990 91 1980 81 

1981 86 1990 91 

Relow 10 9 OS 

6 67 6 21 

t4 4t t6 t8 

19 17 91 12 

7110 72 12 

(marginal) 





10 20 





Ismail) 9 88 

18 to 6 8t 

42 07 t9 18 

11 89 91 89 

81 10 77 11 

2 0 40 (scini 





medium) S 90 

4 86 4 81 

20 tl 2017 

18 89 88 11 

80 17 76 27 

4 0 10 U 





(medium) 2 10 

2 28 4 to 

102 114 

160 87 12 

72 22 16 62 

10 0 and 





"ibove 0 S6 

0 2t 0 70 

0 17 011 

0 46 86 11 

21 19 

All si/c 7 44 

186 17t 

100 00 100 00 

100 00 90 88 

79 19 72 17 

Soune Agru ullural Census 1990 91 

OOWB 



3abii 14 f^RONiAGF Shari ur Optra 11ON At Huluinos and Aria cnufr Tcnaniy 


Percentage Share of Operational 

Percentage of Area Under 


Holdings (No and Area) of 

Share of Produce 


Mareinal Size ( lass (0 1 hai 

Tenancy 


1980 81 

1990 91 

1980 81 

1990 91 

\Scsl Bengil 

69 69 

7181 

90 21 

72 17 


(29 20) 

(17 78) 



Burdw m 

SS4S 

19 99 

89 80 

78 20 


(20 tO) 

(26 18) 



Hiibhum 

S6 t9 

60 14 

91 19 

91 17 


(21 66) 

(2181) 



Bmliurt 

6017 

6211 

90 29 

77 84 


(2t 97) 

(11 62) 



Midnaporc 

7S76 

82 81 

87 60 

6190 


(tS9t) 

(49 41) 



Hownh 

89 08 

89 81 

91 29 

72 48 


(17 81) 

(62 01) 



Hmighly 

76 99 

81 79 

89 48 

84 90 


(t9 8t) 

(47 10) 



21 Parganas* 

78 20 

81 12 

92 27 

1112 


(t9tt) 

(41 81) 



Nadia 

67 71 

67 II 

78 (K) 

49 60 


(to 62 ) 

(12 11) 



Mursludabad 

70 61 

72 75 

90 01 

69 11 


(t2 29) 

(18 14) 



West Dinajpur 

61 97 

69 46 

87 01 

10 21 


(22 64) 

(34 41) 



Mslda 

71 7) 

75 51 

9092 

78 84 


(29 61) 

(19 17) 



J ilpaigun 

62 14 

6919 

91 19 

78 91 


(1719) 

(14 61) 



[laneeling 

14 10 

19 88 

69 84 

46 72 


(1142) 

(27 00) 



( oochbehar 

60 87 

72 44 

9138 

77 90 


(26 38) 

(17 79) 



I’uiulia 

6162 

6110 

100 00 

19 81 


(24 21) 

(28 76) 




Notes Figures in parentheses indicate percenuige share of area of operational holdings of Ihe '* 
marginal size class * Dala stand for undivided disincu i 

Soutte Agruultural Census 1980 81 and 1990 91, GOWB 1 
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estimaiion has been chesen in such a 
manner that the impact ot barga operation 
on output growth can be traced The results 
of this statistical exercise indicate that the 
output giowih IS negatively correlated with 
theincidenccoTsharetenancy Spearman’s 
rank uirrelation coefficient is-097 and 
Fisher s t-statisiic (-56 86) is significant 
at less than I pei cent level As we have 
already observed the incidence of share 
tenancy declined in the 1980s as a result 
otbargaopeiation Sincelheoutputgrowth 
IS negatively correlated with the incidence 
ol tenancy the impact ol baiga operation 
on the agiicultural pertomiancc ot the 
stale has been lasourabic 
Security ot tenure an outcome of barga 
opeiation has iltered the credit relations 
that trapped the peasants in debt cycles 
With increasing access to institutional 
credit pninarilvintcnnsol input loan the 
peasant has been able to put more land 
under n\ V cultivation and raise produc 
tivity (output per hcctaie) bstension of 
H\V cultivation ot l(M)dgrains reduces 
ciop duiation ind laiscs the number of 
crop cycles Phis has reduced Ih diller 
dice l)ct wc cn prchai vest and h<irvestpnccs 
IS well as the household delicit in terms 
(I ioodgiams Petty pioducers demand 
ioi usiiiious loans has Iherclorc dimi 
nished and the earlier type ot ciedtt rc 
lation has virtualls disap|)cared 
Debt pcoingc issct transfer and share 


tenancy provktMi tlw^ ihtittuiiQiHd back¬ 
ground for post-colonial agneuiture in 
which a petty producer had little choice 
m crop production Share tenancy has 
been traditionally related to the cultiva¬ 
tion of aman nee, the dominant crop in 
West Bengal No move towards diversi- 
tication ol crop production could be 
undertaken because ot the well-known 
limitations of tenancy farming in Bengal 
agriculture where the opumistng behaviour 
ot the landlord was a complex combina¬ 
tion ot acuvities, namely, earning rent from 
land seeking pro! it from grain trade and 
interest Incomc Irom loans Tenants gained 
much Irom barga operation in terms of 
security of tenure dunng the 1980s I het e 
was a spurt in HYV pixxiuclion with a 
sigmhcant change in the crop-mix The 
high degree ot participation by marginal 
ind small farmers in HYV cultivation under 
the new dispensation is suggested by the 
tact that cropping and irrigation inlensi- 
iiis are inversely proportional to the sire 
(. lasses of cultivators (Agricultural Census 
I9‘)0 91 Fable 61) As we have already 
observed the rise in all crop productivity 
tiom the late 1970s was causoJ mainly by 
substituting non HYV areabv HYV area 
1 he benefit ot HYV cultivation ot nee 
has been reaped by the marginal and small 
si/c c lasses to a considerable extent since 
(heir operational holdings under rice 
Luitivation as the Agricultural Census ot 


1990-91 ini^iMe8,«Ci»iimlbr70p^ 
of the total ert^jped area. Between die hut 

ttvo Census penods, 1985-86 and 1990-91, 
die proportion of imgated nee area (RAl) 
to die imgated gross cn^ped area ((K!AI) 
for each si/e-ciass declined margtntdly. 
The decline has been signidcatit fmr the 
large size^:lass from 84 69 per cent to 
64 00 per cent For the m^nal size- 
class, the proportion of RAI to GCAl 
stood at 62 59 per cent in 1990-91 which 
imltcatcsaimostnochangeiromthe earlier 
Census estimates 'niepropuition declined 
from 67 70 per cent to 65 48 per cent in 
the small si/e-ciass There has, however, 
been a notable gam in the average size of 
RAI tor ail the classes excepting the large 
for which It decluied from 1 88 hectares 
to I 09 hectares Since nee is a dominant 
crop, a relative decline in its imgated area 
toCiCAI has brought abouta similardeciine 
in the imgated lixxigrains area The decline 
has been severe for the large size-class 
Irom 90 16 per cent to 69 76 per cent 
(Table 15) 

Changes in cropping pattern in response 
to market forces were limited by ditter- 
ential access to technological inputs across 
size-classes ot cultiv^ors Boyce (1987) 
finds that the small«‘ farms’ cropping 
pattern favours valuable labour-intensive 
crops He illustrates his point with the 
observation that smaller farms display a 
higher ratio ot wheal to boro acreage 


T\bi I IS ( KOFwisi- DisntiHinoN jr iRRinAivn Aria by Sun Ci ass 


7ot it Holding An.) Ami i^i Size of ImgalLd Aiea/CiCAI Average Sizi of Irrigated AieofGCAI 
_ I Pci C ent) I mpal ed A na (H i) (Prr Cent) Imgated Area (Ha) (PwCenl) 



I9SS S6 

1990 91 

I98S 86 

1990 91 I98S S6 

1990 91 

1985 86 

1990 91 

1985 86 

1990 91 





Ricc 




Wheat 


Bihm 1 0 (IIIiirin il) 

)2 78 

41 18 

0 IS 

0 22 

62 81 

62 59 

0 12 

0 17 

7 69 

6 85 

1 0 ’’ 0 (sindll 

U 14 

47 64 

0 ss 

0 74 

67 70 

65 48 

0 22 

010 

7 65 

7 22 
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because wheat requires only one-third as 
much water as boro. Their effort to 
maximise irrigation coverage is reflected 
in the cropping pattern, ‘but alternatively 
it could reflect less adequate irrigation 
facilities'. In the ! 980s, there was a com¬ 
plete reversal of the trend in cropping 
pattern maintained by the small farms 
earlier, and wheat was largely substituted 
by boro and other rabi crops. This ac¬ 
counts for the declining trend in the area 
under wheat for the period of our estima¬ 
tion. Small farm cropping pattern ceases 
to remain confined only to crops with less 
intensities ot irrigation and other inputs. 

The small si/e-ciass claims the highest 
percentage of net irrigated area to its total 
holding area. The position of the marginal 
class, in this respect, is not very different 
from that of the small si/e-class (Table I .S). 
Both the classes, taken together, claim the 
largest area under irrigation. So it is no 
wonder that the small farms, which gained 
a sizeable portion ot irrigated area in the 
late 1980s, have a wider option for crops 
to be grown. Small farms’ high degree of 
participation in the cultivation of non¬ 
food crops is indicated by the classwi.se 
figures for the proportion ot irrigated 
area under non-food crops to Gt'Al 
rrable \5). 

Census e.stimatcs for 1990-91 show that 
the percentage of irrigated oilseeds area 
to GCAl for the marginal and small size- 
classes has been 9, the highest among all 
size-classes. Its rise over the earlier census 
period was also substantial. The propor¬ 
tion of irrigated potato area to GCAl 
marginally declined in the late 1980s, but 
it was still higher than the coiresponding 
figure for all-si/e classes. Between 1985- 
86 and 1990-91, all the size-classes reg¬ 
istered a decline in the proportion of ir¬ 
rigated area under pulses, but the trend is 
the reverse in jute cultivation (Table IS) 

It follows from this observation that 
there is hardly any vanation in cultivators' 
re.spon.se to market forces across si/e- 
clas.ses. Changes in relative productivities 
for crops or vanations in relative prices 
evoke the same sort of response from 
cultivators irrcspccliveoflhcirsizc-cla.sscs. 

Conclusion 

Agriculture in Wc.st Bengal has regis¬ 
tered a rapid rate of growth of output 
during 1977-95. The best feature of the 
state’s agricultural performance is that 
productivity has been the main contribu¬ 
tor to output growth. While the rate of 
growth of f^oodgrains output has been very 
high, the cropping pattern in most of the 
di.stricts has noticeably changed in favour 


of high-vahie non-food crops. Extension 
in the area under the cultivation of potato, 
oilseedsandothernon-foodgrainrabi crops 
suggests that the cultivators' production 
decisions are considerably guided by 
market forces. Districtwisc e,stimates show 
that the northern Bengal districts, .spe¬ 
cially Jalpaiguri and Cooch Behar, are 
lagging behind the western and central 
Bengal districts in terms of output growth. 
The rate and pattern of output growth for 
most of the di.stricts, however, suggest that 
the peruxl of stagnation in West Bengal 
agriculture has come to an end during the 
Left Front rule. 

The small operators form the largest 
group of investors in West Bengal agri¬ 
culture. Their tll-defincd land rights and 
lack of accessibility to institutional credit 
accounted for the sluggish growth of 
private investments in agriculture m the 
first three decades of the post-indepen¬ 
dence period. Public inve.stments in key 
inputs were not rising either. Establish¬ 
ment ot Left Front rule in 1977 marked 
the beginning of a change in the agrarian 
relations pattern. The rural power base 
tended to shift from the upper to the lower 
stratum of the agrarian society with the 
establishment of panchayat system. Quick 
recordings of barga rights and provisions 
for institutional credit to the sharecrop¬ 
pers and the assigneesof vc.sted land raised 
the access of the small operators to tech¬ 
nological inputs. With the removal of 
tenurial insecurity the small operators 
started taking prcxluction decisions. Small 
larms’ cropping pattern was no longer 
confined to labour-intensive crops alone. 


It tended to change in response to market 
forces. Structural constraints to output 
growth were, therefore, largely removed, 
and the era of 'agrarian impasse’ came to 
end. 
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Agriciiliaral Development, Agrarian Structure 
and Rural Poverty in West Bengal 

Madhnsudan Ghosh 

The primary concern of this paper is to examine the effects of agricultural development and agrarian 
structure on rural poverty in West Bengal. The changes that have taken place in the agrarian structure 
seem to have reduced the incidence of rural poverty via agricultural development channel, but at the same 
time have generated adverse effects on it via direct distributional channel. Agricultural performance appears 
to have alleviated rural poverty through trickle-down effect. Labour-productivity-augmenting growth in 
agriculture appears to have stronger effect in reducing rural poverty than any other growth process that 
does not augment labour productivity significantly. 


Introduction 

WEST BENGAL is one of the states where 
the incidence of rural poverty is very high. 
The statewise data about the incidence of 
rural poverty for the year 1993-94 reported 
in Sen (1996) revealed that West Bengal 
stood sixth among the poor states; Bihar 
has the highest and the Punjab has the 
lowest incidence of rural poverty. The 
evidence presented in Table 1 shows that 
during 1957-58 to 1993-94. the incidence 
of rural poverty in West Bengal exceeded 
the all-India levels in all the years except 
1992. There exist significant variations 
over the alternative estimates of rural 
poverty Nevertheless, the estimates dis¬ 
play marked fluctuations in the incidence 
of rural poverty in India as well as in the 
state: rural poverty declined initially, then 
rose shaiply and reached its peak in 1966-67 
(India) and 1967-68 (West Bengal), and 
then started declining with fluctuations. 
The incidence of rural poverty showed 
declining uend in the state during 1977-78 
to 1989-90.1lowever, after the introduction 
of the structural adjustment programme, 
rural poverty has increased considerably 
in India as well as in the state. The primary 
concern of this paper is to examine the 
incidence of rural poverty and the 
underlying factors in West Bengal. It 
specifically examines the effects of agri¬ 
cultural development and changes in the 
agrarian structure on the incidence of rural 
poverty in the state. 

The que.stion of whether improved 
agricultural performance in the absence of 
any major institutional reform has been 
as.sociated with reductions i n the incidence 
of rural poverty in India (i e. the trickle- 
down hypothesis) has been a subject of 
extensive research and intense debate. The 
debate started with the publication of 
Ahluwalia’s (1978) paper in which it was 
reported that the incide^ of rural poverty 
is inversely related to agricultural pro¬ 


duction per head of rural population 
asserting thereby the existence of trickle- 
down mechanism in Indian rural economy 
during 1956-57 to 1973-74. The po.stulate 
of theexistenceof trickle-down mechanism 
was further reinforced by the results of his 
subsequent study [Ahluwalia 1986] with 
expanded data set. Some other studies, 
however, reported far from uniform results 
about the existence of trickle-down process 
in India, forexampie, Saith (1981), Mundic 
(1983), Krishna (1983), Bardhan (1984, 
1986), Rao ct al (1986), Gaiha (1989), 
Ghose (1989), Kakwani and Subbarao 
(1990, 1992), Bhattacharya et al (1991) 
and Ghosh (1994, 1996). What has not, 
however, received much attention is the 
relationship between agrarian structure and 
rural poverty. This is possibly due to 
inadequacy of relevant data, the complexity 
of the relationship itself arising out of 
multiplicity of complex mechanisms, and 
dilticulty in conceiving appropriate 
variables capturing the various facets of 
agrarian structure. R^ently. however, Rao 
ct al, (1986) and Shergill (1989) reported 
some results about the effect of agrarian 
structure on rural poverty. 

The present study attempts to invesUgate 
the relationship between agricultural 
development, agrarian structure and rural 
poverty in West Bengal. The effects of 
agrarian'Structure on rural poverty opera¬ 
ting via agricultural development channel 
and direct distributional channel have been 
examined in Section 11. Section ni exa¬ 
mines the effect of agricultural develop¬ 
ment in the absence of any major institu¬ 
tional reform on rural poverty. Section IV 
summarises the main findings and draws 
conclusions. 

II 

Agrarian Structure and 
Rural Poverty 

The mechanisms through which the 
regressive features of agrarian structure 
manifest in perpetual rural poverty are 


supposed to work in two ways (SheiglU 
1989): agricultural development channel 
(ADC) and direct distributional channel 
(DDC). The legresri ve features of agrarian 
structure are supposed to aggravate the 
incidence of rural poverty via ADC by 
adversely affecting agricuitutal producti¬ 
vity and thus lowering the amount of 
agricultural output available for distribu¬ 
tion among rural population. Again, the 
regressive featuresof agrarian stru-cture 
are supposed to yield higher incidence 
of rural poverty through DDC by 
increasing the inequality in the distribution 
of agricultural income among rural people. 

Agricultural DEVELOPMfNT Channel 

Since the effect of agranan structure on 
rural poverty operating through the ADC 
is the product of its effect on agricultural 
development and the effect of agricultural 
development itself on the incidence of 
rural poverty, we need to investigate first 
the causal relation between agrarian 
structure and agricultural development 
measured as an increase in agricultural 
productivity. 

Agrarian structure has long been 
recognised as one of the most important 
determinantsof agricultural development. 
An agrarian structure characterised by 
highly skewed distribution of land, 
widespread share tenancy and interlocked 
factor markets has been considered 
responsible for agricultural backwardness 
in large parts of India. Bhaduri (1973), 
Chakraborty(1984),Bandopadhya(1986}, 
and Prasad (1987), for example, argued 
that the presence of ‘semi-feudal’ agrarian 
structure is one of the root causes of 
agricultural backwardness in the eastern 
region of India. The argument that thb 
form of agrarian structure adversely affects 
agricultural productivity is based on the 
assumption that different size and types , 
of farm households operate under vai^ng, ^ 
sets of conditions and as a consequence,, v 
productive efficiency differs across '! 
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differentsizeuKitypesoffannhouseholds. 
Contemporaty research studies, however, 
reported conflicting results about relative 
productive cITiciency of farmers. 

The issue of inverse relation-ship between 
farm-si^e and productivity of land had 
been a subject ot extensive research in the 
literature ot agricultural development. The 
studies, however, reported far from 
uniform results (see, for example. Sen 
1962, Bharadwaj 1974, Rudra 1982. 
Barbicr 1984, Ghosh 1986, 1992). Simi¬ 
larly. the que.stion oi relative productive 
efficiency ot different types of land tenure 
(viz, owner-operator, share-tenant, and 
fixed-rent tenant) has evoked several 
attempt.s at theoretical and empirical 
levels, lor example, Johnson (1950), 
Cheung( 1969), Vyas (1970), Rao (1971). 
Dwivedi and Rudra (1973), Bell (1977), 
Chattopadhyay (1979), and Sen (1981) 
Against this background, we examine 
the effects ot agrarian structure and .some 
selected technological factors on agricul¬ 
tural productivity. We have cho.scn Gini- 
coefficicnt ot concentration of operated 
area (GINI), average size oi operational 
hoiding(SIZE)andperccntageof operated 
area under tenancy cultivation (TANCY) 
as the variables capturing some ot the 
important features of agrarian structure. 
Consumption ot chemical fertiliser per 
hectare (NPK)and percentage ot areatinder 
irrigation (IRRI) are selected as the 
technological factors. We have estimated 
the following functional relations in log 
linear specification in order to sec the 
impact of the selected variables on 
agricultural output per hectare (YIELD). 
YIELD = f(,SIZE/GINI/TANCY).,.(I) 
YIELD* I (SIZE/GINI. TANCY,• 
NPK/IRRI) . .(2) 

The functions have been so specified as 
to avoid multicollinearity problem and to 
gain insight into the relative importance 
of the .selected factors in augmenting 
agricultural pixxlucti vity. The data set used 
in estimating the equations relate to 1.5 
districts of West Bengal corresponding to 
four agricultural census years: 1970-71, 
1976-77,1980-81 and 1985-86. The equa¬ 
tions were estimated by Ordinary Lca.st 
Squares (OLS) method after ptKiling the 
districtwise data corresponding to four 
time points. 

The results of the estimated parameters 
of equation 2 arc prc.sented inTahle 2. Hie 
results strongly establish the vital role that 
fertiliser and irrigation play in raising 
agricultural productivity. The estimated 
coefficients of NPK and IRRI turn out to 
be positive and significant in all the 
equations. Moreover, in view of the com¬ 


plementary relationship between fertiliser 
and irrigation (the estimated relaticm in 
log linearform being NPK*0.787 •fO.785 
IRRI; R^ * 0.502), it may be concluded 
that irrigation is the 'leading input’ in 
agricultural production. What appears to 
be of special significance in the context 
of our proposed hypothesis that relatively 
inegalitarian landholding structure 
adversely affects agricultural productivity 
are the values of the estimated coefficients 
of Gini-coefficient of concentration of 
operated area and average size of 
operational holding. The estimated results 
.show that the coefficients ot GINI and 
.SIZE arc negative and significant in all the 
equations. Individually, SIZE accounts for 
as high as 39.6 per cent and GINI 34.2 
per cent ol the variations in agricultural 
productivity. The coefficients ol these 
variables arc also significant in all the time 
points (Table 3). These results vindicate 
the statistical validity ol the inverse 
rclationshipbctween agnculiural producti¬ 
vity on the one hand and average si/c of 
holding and degree ol inequality m the 
distribution of land on the other. This 
suggests that a reduction in the average 
size of holding or a more equal distribution 
of land would enhance agricultural 
pnxiuctivity significantly. It can also be 
seen fnim Table 2 that the coefficients ot 
TANCY, although negative, are .stati¬ 
stically insigniticant in all the equations 
suggesting that tenancy incidence has no 
signillcant effect on agricultural producti¬ 
vity The results of simple regression 
between YIELD and TANCY for indivi¬ 
dual year (Table 3) reveal that the co¬ 
efficient of TANCY IS statistically insigni¬ 
ficant in ail the years except 1980-81 in 
which It turns out to be .significant at 10 
per cent only. This seems to contradict the 
traditional view that share tenancy 
adversely alfcctsagricultural product! vity. 

On the whole, the estimated results 
strongly indicate the importance ol 
iirigation and lertili.ser in raising agri¬ 
cultural productivity suggesting that agri¬ 
cultural producttvity can he increased 
significantly and inter-district variations 
III It can be reduced ifthe.se technological 
I actors are used widely and uniformly in 
the distnets. It is al.so observed that lower 
average size of opcrattonal holding and 
greater equality in the distribution of 
operated area arc associated with higher 
agricultural prcductivity. Again, as we 
shall see in Section III, improved agri¬ 
cultural performance measured as an 
increase in either agricultural production 
per head of rural population or agricultural 
labour productivity is associated inversely 


with nira) povoty. B follows, therbfbtb, 
that a chat^ in the agrarian shiicture 
through redistributive land reforms which 
reduces inequality in the distribution of 
land and the average size of operational 
holding would increase agricultural 
producttvity and, through agricultural 
development channel, reduce the incidence 
of rural poverty. 

DtRECT DtSnttBUTIONAL CitANNU.: 

Changes in Agrarian Striicti'RE 

It has often been argued that the 
persistence of traditional agrarian.structure 
is one of the root cau.ses of mass poverty 
in rural India lAppu 1979; Joshi 1982, 
among others). Since land constitutes the 
most important income generating asset 
of the rural poor, a change in the agrarian 
structure due to changes in landholding 
pattern reflects relative prospenty or 
destitution of different .sections ot rural 
population. “To the extent that the rural 
masses lose their direct control over land 
and operation, they also lose their capacity 
to fulfil their basic consumption needs on 
the basis of 'self-provisioning’ ’’ IJoshi 
1982:77). Naiurally.alicnationol the small 
and marginal farmers from their land, and 
their subsequent conversion into landless 
agricultural labourers pul an end to their 
traditional form of sell-pnivisioning and 
make them entirely dependent on the 
market tor basic needs fultilmentot which 
depends on the availability of regular 
employment. Hence, an investigation into 
the effects ot agrarian structure on rural 
poverty operating through the direct 
distributional channel requires a review ot 
the changes that have taken place in the 
agranan structure of West Bengal 
It has been argued that in a situation 
when land area is more or less fixed hut 
population isgrowing and the development 
process does not lead to a proportionate 
transfer ot growing population from 
agriculture to non-agriculture, then the 
absolute number of persons and hou.se- 
holds dependent upon agriculture will 
inevitably increase. This will lead to an 
increase in the numberof marginal farmers 
and landless agricultural labourers more 
than proptirtionately during the course of 
development. 

The hypothesis receives empirical 
support from the agricultural census and 
population census data. The agricultural 
census data reported in Tabic 4 reveal 
growing marginalisation of the peasantry 
during 1971-9 Lit can he .seen that whereas 
the number as well as the proportion of 
the semi-medium, medium and large 
holdings have declined, the number and 
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proportion of miuiiiiid licmiAi# have 
increased tremendcnisly. The number of 
the small holdings has increased but their 
proportion to the total number of holdings 
has declined. On the other hand, whereas 
the absolute and relative share of the area 
operated by the marginal and small 
holdings have increased, the area operated 
. by ail other size classes of holdings has 
declined both in absolute and relative 
terms. However, whereas the average size 
of the large holdings has increased 
remarkably, the average size of the 
marginal holdings has increased by 0.02 
hectare only. It can also be observ^ that 
the total number of operational holdings 
has increased at a higher rate relative to 
total area operated so that the average size 
of holding has declined from 1.2 hectares 
in 1970-71 to 0.9 hectare in 1990-91. 

The districtwi.se agricultural census data 
for 1970-71 and 198.1-86 also revealed a 
more or less identical process of change 
in the landholding structure (Table 5). The 
number of operational holdings in the 
marginal size group, and the area operated 
by them have increased tremendously in 
all the districts. The growth is remarkable 
particularly m Nadia, Murshidabad, and 
all the districts of north Bengal. The rate 
of growth in these holdings has been 
relatively low in Burdwan. Birbhum and 
Howrah. It may al.so be noted that the 
number of marginal holdings has. in most 
of the districts, grown faster than the area 
operated by them so that the average size 
ot these holdings has declined in all the 
districts except Birbhum and Baiikura. 
Their average size remained almost 
constant in 24-Parganus and Murshidabad. 
Tliesc data arc sufficient to indicate a clear 
trend ol marginali.sation of the peasantry 
in West Bengal. The numberof operational 
holdings in the small size groups has also 
increased in all the districts except 
Midnaporc. and the area operated by them 
has increased in all the districts. Their 
average size has registered an increase in 
all the districts except Murshidabad. The 
number of and the area operated by the 
.semi-medium holdings have declined in 
all the districts except Burdwan, Birbhum, 
Howrah. West Dinajpur and Coochbehar. 
The average size of these holdings has 
increased inall the di.stricLsexceptBankura, 
Hooghly, Nadia. Murshidabad, Darjeeling 
and CrxKhbehar. The number of and the 
area operated by the medium and large 
holdings have declined in almost all the 
districts. The average size of the medium 
holdings has increased in the districts of 
Midnapore, Howrah, Nadia and Jalptuguri. 
The average si/e of the large holdings has 


increased III dfj ^ distriej^ 
Hooghly. 24-Pargaiias, Murshidabad. 
Maldaand Jaipaiguri. The increase is parti¬ 
cularly noteworthy in Burdwan. Birbhum. 
Bankura, Midnapore. Nadia. West 
Dinajpur, Darjeeling and Coochbehar. 

Thus, while the numberof and the area 
operated by the .semi-medium, medium 
and large holdings have declined, the 
number of and the area operated by the 
marginal and small operational holdings 
have increa.sed remarkably. The number 
of all size classes of holdings taken together 
has increased in all the districts. The area 
operated has, however, increased much 
less than proportionately (in some districts 
viz, Darjeeling and Purulia, it has in fact 
declined) so that the average size of 
operational holding has declined in all the 
districts. These changes in the landholding 


effe& of sevisral Siich as: 

(a) Oemogtaphic pressure leading to 
sub-division of holdings, (b) Imple¬ 
mentation of redistributive land reforms: 
up to June 1990, 3.64 lakh hectares of 
surplus agricultural land was distributed 
among 18.91 lakh families. Land area 
allotted per beneficiary turned out to be 
0.192 liMtare. Such land was distributed- ’ 
mostly among landless and land poor • 
families belonging to the sclwduied cartes 
and scheduled tribes, (c) Implementation 
of tenancy legislation under Operation 
Barga programme which was launched in 
1978 for recording of land rights so that 
the bargadars could be protected from 
eviction by the landlords. As on June 1990, 
14.27 lakh bargadars had been recorded 
in4.4 lakh hectaresoflandarea.(d) Process 


Table I: iNnoENCE or Rural P«v«ty(Head Count Ratio) in West Benual and India. 


Year 

Ahluwalia(l978) 

Bhattacharya et al 
(1991) 

Dev et al 
(1991) 

Expert Group 
Method 

WB 

India 

WB 

India 

WB 

India 

WB 

India 

l9.S7-.‘i8 

62..3 

.50.2 

- 

- 

- 

- 

- 


19.S9-60 

61.4 

44.4 

- 

- 

- 

- 

- 

- 

1960-61 

40.4 

.38 9 

- 

- 

- 

- 

- 

- 

1961-62 

.58.3 

.39 4 

- 

- 

62.2 

38.2 

- 

- 

196.3-64 

63.3 

44.5 

- 

- 

63.8 

45.3 

- 

- 

1964-6.5 

64.0 

46.8 

- 

- 

64.3 

45.7 

- 

- 

I96S-66 

56.6 

53.9 

72.1 

48.7 

.54.9 

47.2 

- 


1966-67 

64.3 

.56.6 

76.4 

56 0 

63.8 

56.1 

- 

- 

1967-68 

80.3 

56.5 

80.7 

55.7 

80.6 

55.8 

- 

- 

1968-69 

74.9 

51.0 

75.9 

50.5 

75.4 

50.5 

- 

- 

1969-70 

- 

- 

67.7 

49 0 

67 5 

49.1 

- 


1970-71 

70.1 

47.5 

69.4 

45 2 

69.5 

45.4 

- 

- 

1972-73 


- 

66.1 

46.4 

63.9 

42.9 

- 

- 

1973-74 

66.0 

46.1 

69.4 

46.1 

66.1 

44.9 

73.2 

56.4 

1977-78 

- 

- 

62.0 

40.2 

62.1 

40.2 

68.3 

.5.3.1 

198.3 

- 

- 

.54.5 

.32.8 

.54.4 

32.9 

63.1 

45.6 

1986-87 


- 

- 

- 

35.7 

25.6 

47.3 

38.3 

1987-88 

- 


- 

- 

- 

- 

48.3 

39.1 

1989-90 

- 

- 

- 

- 

- 

- 

.37.2 

.34.4 

1990-91 

- 

- 

- 

- 

- 

- 

49.5 

.35.0 

1992 

- 

- 

- 

- 

- 

- 

44,0 

44.0 

199.3-94 

- 

- 

- 

- 

- 

- 

40.3 

37.5 


Sources-. Ahtuwalia (1978). Bhaitacharya et al (1991). ITcv e( al (1991), and Report of the Expert 
GrouponEstiinati<inofProportionandNuml)erofPoor{i\t\y 1993), Planning Commission, 
Government of India. as reported in Sen (1996) and Malhotra (1997). 


Table 2; Determinants of AoRiaiLTURAL PHOoiimviTY : Resu.ts of Izio Linear 
Regression (Equation 2) 


1970-71 

YIELD = 7.27 - 

0.177,SIZE 

•f 

0.181 NPK 

- 0.069 TANCY; 

R7 >=0.614 



(0.079)** 


(0.028)* 

(0.045) 


1976-77 

YIELD = 6.878 - 

0.447 GINI 

+ 

0.181 NPK 

~ 0.064 TANCY; 

RZ = 0.631 



(0.161)* 


(0.026)* 

(0.044) 


1980-81 

YIELD® 7.313 - 

0.344 SIZE 

-1- 

0.159 IRRI 

- 0.037 TANCY; 

R2 = 0..57I 



(0,073)* 


(0.028)* 

(0.048) 


1985-86 

YIELD = 6.641 - 

0.739 GINI 

+ 

0.162 IRRI 

- 0.021 TANCY; 

R3 = 0..566 



(0.1.59)* 


(0.028)* 

(0 048) 



Nines-. Figures in parentheses are standard errors; * and ** denote significant at I percent and .3 
per cent levels respectively; Number of observations (N) = 60. 

.VdHrce.v’.The equations are estimated using data from various issues of Siaiisin-al Ahstract and 
EcoHomi-Review a( V/est Bengul; Apni-ulfurul Census 1970-71, 1976-77, 1980-81 and 
I98.S-86. 
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of land transactions which was observed 
to be confined mainly to the small and 
marginal farmers resulting in repeasami- 
sation of households [see Agro-&onomic 
Research Cenuv(AERC) 1996, for details). 

The percentages of holdings and area 
operated by the marginal size group have 
increased in all the districts significantly. 
Correspondingly, the percentages of 
holdings and area operated by the large 
size group have declined in all the districts 
except Hooghly The percentages of 
holdings operated by the small size group 
has declined in all the districts except 
Burdwan and Birbhum However, the 
percentage of area operated by the.se 
holdings has increa.sed in all the districts. 
The percentages of holdings and area 
operated by the semi-medium and medium 
size groups have declined in all the districts 
during the period. A clear picture about 
the trend in the pattern of distribution of 
operated area among different size classes 
of operational holdings in the districts can 
be obtained from Table 6 which reports 
the estimated Gini-coctficicnt of con¬ 
centration of operated area It appears that 
the concentration ol operated land has 
declined in all hut three districts. In West 
Dinajpur, Jalpaiguri and Darjeeling, the 
concentration ratio has registered an 
increase. For the state as a whole, the 
degree of inequality in the distribution of 
operated land has declined from 0.478 in 
1970-71 to 0.412 in 1990-91 (Table 4). The 
NSS data further revealed that the degree 
of inequality in the distribuUon of ‘all assets ’ 
among rural households has declined from 
0.644 in 1971-72 lo 0 614 in 1982. 

The population census data revealed 
that while the percentage of the rural 
population to total population has declined 
only marginally - Irom 7S.2S in 1971 to 
72.52 in 1991, the absolute number of the 
rural population has increased by 48.06 
percent (from 333.45 lakhs to493.7 lakhs). 
This signilies that there had been no 
propoitionate transfer of population from 
agriculture to non-agriculture. Consequent 
pressure on land in rural area has been 
reflected in the declining land-man ratio 
fromO. 164 hectare toO. 112hectaredunng 
this penod. Alongside, the number of 
landless agricultural labourers has 
increased from 31 75 lakhs to 50.55 lakhs 
(i c, by 59.34 per cent). The districtwise 
data al.so demonstrated a tremendous rise 
in the number of agricultural labourers in 
ail the districts particularly in the districts 
of noith Bengal (Table 6). 

However, such a growth in the number 
of agricultural labourers has not been 
accompanied by a rapid spread of labour- 


absmbinl) and land^augineiiittng agticttt' 
turai technology whichcouMprovide more 
employment and wage income to them. 
About 20 per cent of the area under rice 
and wheat came under HYVs in 1973-74. 
The figure rose to 33.24 percoit in 1980-81 
andfuitherto61.%percentin 1992-93. This 
means that the area under HYVs of rice 
and wheat has increased by 41.96 
percentage points during this period, i e, 
by 2.28 percentage points per annum. 
Again, whereas the numberof agricultural 
labourers grew at the rate of 2.97 per cent 
per annum during 1971-91, the rate of 
growth in total labour absorption for all 
crops was 2.037 per cent during 1971-72 
to 1983-84. Thus, althoughthedistribution 
of land and 'all assets’ has been altered 
in favour of the rural poor, the growth in 
Ihe demand for labour in agriculture has 
been below the growth in the number of 


agrieattani fabowent Hih' hiSS date 
reveated that even though the unemploy- 
mem rate among rural male has declined 
from 7.23 per cent in 1972-73 to 6.7 per 
cem in 1993-94, the proportion of the 
wage labourer to tot^ workforce has 
increased from 48.1 per cent to 50.4 per 
cent. There has also been an inciea^ 
casualis^on of wage labourers. The po’- 
centage of the numberof casual labourers 
to the total number of wage labourers has 
increased from 64.8 in 1977-78 to 75.4 
in 1983. Rao et al (1986) and Shergill 
(1989) reported a positive correlation bet¬ 
ween the proportion of agricultural 
labourers and the percentage of rural 
population below poverty line. It has also 
been reported in Ghosh (1991) that 
casualisation of wage labourers causing 
uncertainty about regular flow of wage 
income aggravates rural poverty. 


TaBIJ" 3 iNtNVIDUAI EfFECTS OF THE VaMABI ES OF AORAMAN 
SmiirruRF on YIELD (Uxi Linfar Regression). 


Year 

SIZE 


GINI 

TANCY 


Coefficient 

R2 

Coefficient 

R2 

Coefficient 

R2 

Pooled 

-0 440 

0316 

-0.962 

0.307 

-0 012 

0 0005 


(0 083)* 


(0 189)* 


(0 070) 


1970-71 

-0 373 

0.335 

-0 971 

0 321 

-0 101 

0 072 


(0 14)* 


(0 391)** 


(0.099) 


1976-77 

-0 408 

0 396 

-0 573 

0 306 

-0 098 

0 038 


(0 1.39)* 


(0 2.39)** 


(0.137) 


1980-81 

-0 444 

0 310 

-0.968 

0.342 

0 207 

0 155 


(0 18.3)** 


(0 372)** 


(0 134)*** 


I98S-86 

-0 422 

0 225 

-0 864 

0 263 

-0 025 

0 002 


(0 217)** 


(0 401)** 


(0 163) 


Notei Figures in parentheses are standard errors. *. ** and *** indicate signiHcani at I per cent. 

S per cent and 10 per cent levels respectively , For individual year, N = 13. Number of 

pooled observations ^ 

= 60 





Sdun er Same as in Table 2 







Table 4 Disiributiun of Opbraiional Holdings and Operated Area by 





Major Size-Classes 




Size-class 

Number of Holding Area Operated Avera^ Size 

(Hectare) 

(0001 

fono 

1970-71 


1990-91 1970-71 


1990-91 1970-71 

1990-91 

Marginal 

2328 5 


4639.1 1089.7 


2064.4 0.43 

045 

(Below 1 0) 

(59 97) 


(73 83) (21 53) 


(36 51) 


Small 

941 8 


1107 0 1301 6 


1694 0 1.38 

1 48 

(10-20) 

(22 34) 


(17 62) (25 75) 


(29 95) 


Semi-medium .338 0 


457 2 1446 9 


1269.1 2.59 

2 77 

(20-40) 

(13.2.3) 


(7.28) (28 69) 


(22.44) 


Medium 

184 5 


79.3 973 6 


425 5 5.28 

5.36 

(4 0-10 0) 

(4 37) 


(1 26) (19..3.3) 


(7.52) 


Urge 

3 61 


1 3 231.8 


202.7 64.2 

156.99 

(10 0 and above) (0 09) 


(0 02) (4.7) 


(3.58) 


Total 

4216 3 


6283 9 5061.6 


.5655.9 1.2 

0.90 


(100) 


(100) (100) 


(100) 


Gini-coefficient. 1970-71 = 0.478 ; and 1990-91 » 0412. 





Ndiet ■ Figufcs in parentheses are percentages to total: Excessively large average size of operational 
holdings in the large size-class is due to the presence of plantation in the districts of 
Jalpaiguri and Darjeeling 

Sourt er Agricultural census data as reported in Agncultumf Situattm in India, August I98S and 
February 199.S 
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suggeA that the smaU matgi^ f«n)^ 
are mostly economically non-viable umts 
The study indicated that while 64 per cent 
of the maiginal farms, and 33 3 pei cent 
of the small farms are non-viable in areas 
with irrigation facilities, 100 per cent of 
these farms are non-viable in unimgated 
areas Incomes from such farms are so 
meagre that it is not possible to meet even 
the subsistence requirement of the farm 
lamily This forces them eidier to adopt 
supplementary job or to take recourse to 
the informal credit market for sheer 
survival However, when alternative 
employment opportunities and the scope 
lor recovering excess land above ceiling 
are very limited, and there exists virtually 
no scope for transforming a sizeable 
number of the small and marginal fanners 
into viable units through redistnbution of 
land these f.urmers have no other way but 
to depend on the informal credit maikei 
tor their survival Thus, the growing ten¬ 
dency of the agranan economy towards 
small and marginal holdings has tended 
to reopen a lucrative busmess for the village 
moneylenders but make these farmers 
chronically impoverished [AERC 
1996 971 

Thus even though the number of and 
the area operated by the marginal and 
small operational holdings have increased 
remarkably and inequality in the distn- 
bution of land and all assets' among rural 
households has declined, the average si/c 
of the marginal holdings has declined in 
most of the distncts and the small and 
marginal farms were found to be mostly 
economically non-viable units Moreover 
the number of landless agricultural 
labouiershasincreasedtiemendously And 
such a growth in their number has not been 
accompanied by propoit'onatc increase in 
employment opportunities in the farm and 
non farm sectors These changes seem to 
have generated adverse effects on the 
incidence of rural poverty Despite 
significant increase in the area operated 
by the marginal and small farmers and 
reaction in inequality in the distribution 
of land these changes seem to have failed 
to generate enough productivity to offset 
the forces that produced adverse effects 
on rural poverty 


III 

Agricultural Performance 
and Rural Poverty 

From the point of view of alleviation of 
niral poverty, many reseaahers argued in 
favour of the need for maximising agn- 
cuhural growth on the ground that it will 


bkidddowntaihtj^iitMpeM.lBved 
absence of state mtervention, a sustmned 
process of agricultural growth could lead 
toadeclinemtheincidBnce of ratal poverty 
through significant changes in the product 
and labour markets m favour of poor 
Higher agricultural production could lead 
to a fall in the prices of the commodities 
consumed by the poor Again, a process 
of labour absorption due to growth in 
agricultural production, and consequently 
an increase in employment and wages 
could signiftcuitiy raise the income of the 
agncultural labourers This seems to have 
happened to some extent in the state 

Growth in Agricultural PRooutmoN 
AND Labour Absorihion 

For the state, we have estimated annual 
compound growth rates of toodgrains, non- 
luodgrains and 'all-crops’ production 


forthroe peridds: Piaiod !(1936>S7 to 
1969-70), Period 2(1970-71 to 1988-89) 
and Penod 3(1956-57 to 1988-89) The 
growth rate of production of 'all-crops’ 
was found to have increased from 2 02 
per cent in penod I to 2 75 per cent in 
penod 2 Over die whole per^ (penod 
3), the growth rate was 2 62 per cent 
which IS marginally higher ttan the 
growth rate of rural population (2 4 per 
cent) in the state dunng 1971-91 High^ 
growth rate of production of ‘all-crops’ 
in period 2 was achieved due to 
significantly higher growth rate of non- 
foodgrains (5 14 per cent) relative to 
that of foodgrains (1 91 per cent) Over 
the whole period, while foodgrains 
production grew at the rate of 2 21 per 
cent, non-foodgrains production grew at 
the rate of 3 84 per cent During penod I, 
foodgrains production registered a 


Table S Changes in thi Number and Area ot Opi rahonal 
Holding during 1970 71 lo 198S 86 


(Per cent) 


Dislntt 

Moremal 

Small Semi Medium Medium Larxe 

All Sizes 

H A 

H 

A H 

A H 

A U X 

11“ 

—fT- 

Burdwan 

44 4 19 6 

46 9 

57 1 2 4 

17 28 6 

-29 3 -218 8 2 

no 

15 6 

Bitbhum 

49 6 S6 4 

46 5 

51 1 10 

17 -49 8 

-51 5 -811 761 

32 7 

7 1 

Bankura 

66 1 100 

18 4 

15 0 8 4 

-106 55 0 

-59 2 -96 9 -91 9 

33 4 

9 1 

Midnapore 

62 0 S6S 

48 

8 7 210 

181 615 

59 6 -89 6 -85 9 

35 5 

46 

Howrah 

12 1 21 9 

55 

16 9 on 

16 -608 

-60 6 -111 41 8 

28 2 

14 2 

Hooghty 

S8 7 49 3 

21 0 

10 7 -4 9 

-9 7 -65 1 

65 1 141 52 9 

42 6 

13 9 

24-Parganas 

67 2 65 8 

84 

15 2-21 1 

-20 5 619 

-65 7 -68 0 -72 7 

41 4 

58 

Nadia 

116 112 

51 5 

70 7 -64 

9 9 -16 7 

14 1 -92 6 -82 7 

71 5 

26 9 

Murshidabad 

94 S 912 

66 1 

59 4 21 

-4 7 -62 8 

-612 -44 7 67 9 

71 0 

25 0 

Wtsl Oinaipur 141 98 6 

17 7 

47 4 8 0 

16 0 501 

51 4 891 -81 6 

75 4 

10 4 

Malda 

100 92 3 

46 0 

67 0 6 S 

2 1 -45 2 

46 4 -18 1 -17 6 

65 0 

21 0 

Jaipaigun 

151 99 0 

II 5 

181 254 

-152 -11 5 

-112 121 01 

511 

59 

Darjeeling 

100 74 2 

17 0 

45 1-16 6 

-18 4 -18 4 

18 4 56 1 -12 

40 5 

07 

C oochbehar 

70 7 54 7 

50 S 

516 17 S 

15 4 -17 

7 2 72 4 412 

58 4 

19 1 

Hurulia 

49 9 42 7 

10 V 

216 124 

8 6 -49 5 

-52 5 89 4 -88 6 

22 9 

-1 2 

WB* 

81 S 89 4 

17 5 

10 1 -18 1 

-121 -57 0 

56 3 -64 0 -12 6 

49 0 

II 7 

Notet H = Operational Holding 

: A = Dpented Area * Por West Bengal the change is over the 

period 1970 71 to 1990 91 





Sounes Agruuliural Cenwt reports tor the relevant years 





Table 6 Gmi Coeffic ient oi Coni lntratiun of Oi erated 




ARFA and AaRKVLTVRAL LaBOLKER IN RURAL WfSI BFNGAL 



Distnci 

Gim-CoeKiLient 


Agntiillural l-abourer ( 000) 



1970 71 


T9ST86 

1971 

1991 change<percent) 

Burdwan 

0 446 


0 427 

1221 

520 22 

61 4 

Birbhum 

1465 


0 411 

194 75 

285 56 

46 62 

Bankura 

0 4'’'} 


0149 

225 0 

305 99 

15 99 

Midnapore 

0 414 


0 176 

49102 

621 93 

26 14 

Howrah 

0 127 


0112 

121 21 

139 3! 

1304 

Hooghty 

0 411 


0186 

225 51 

343 61 

52 35 

24 Parganas 

0 460 


0178 

578 96 

753 33 

30 

II 

Nadia 

0 451 


0 414 

145 88 

287 88 

97 34 

Murshidabad 

0 464 


0182 

268 12 

407 87 

52 12 

West Uinajpur 

0466 


0 481 

14319 

353 17 

146 3 

Malda 

0 481 


0 440 

147 80 

287 79 

94 71 

Jaipaigun 

0 586 


0611 

53 93 

142 03 

163 15 

Darjeeling 

0 654 


0664 

24 98 

50 10 

100 56 

Coochbehar 

0405 


0404 

6048 

171 23 

181 11 

Puntlia 

0416 


0179 

165 18 

197 83 

19 76 


btmnex I&iiinaled Ihim the relevant Agncultural Centus and Populatum Cenruv reports 
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growth rate ot 2 5 percent, and non-food 
production expenenced a growth rate ot 
2 09 per cent 

The disirictwisc estimates of the growth 
rates ol produttionol toodgrains and ‘all- 
ciups' (Irplaycd more or less similar 
picture (Table 7 > Whereas for toodgrains. 
the growth i ate of production in the post 
technological change period was higher 
than that in the pre technological change 
period m five districts, for ‘all-crops’, it 
was the case in eight distnets There had 
been considerable inter district vanations 
in the growth rates ot pnxluction in all the 
pertiKls In period t. the growth rate of 
production ot tiMxIgrains varied between 
I t7to4 66 per cent .ind that ol ‘all crops 
between I 17 to 4 0*5 per cent During 
period 2, the growth rate of production ol 
Imxigrains ranged between 0 08 to 1 48 
per cent and that of all-crops between 
I 26 to 4 59 pel tent During the whole 
period the giowih rate ol pioduction ot 
toodgrains vaned between I 16 to 1 76 
per cent and that of all crops’ between 
I 16 to 4 II pei cent in the districts Die 
uppei limit ol the vanations in the growth 
latc of all crops production appears to 
be higlicr than tfut ol tcxxlgrains in penod 2 
and penod 1 The lower limit ol the 
variations in the loinier is also hi^hci 
than the latter in period I and peiUHj 2 
It turns out to he ecjual in period 1 On 
Ihi whole all cnips perlormcd beltci 
than toodgrains Highet growth ot 
production ot all crops in period 2 was 
contributed mostly by growth in yield 
rather than in aica Moreover such 
growth was observed mainly in the 
agriculturally prosperous districts This 
finding may be construed to he an 
indication of non convergence ol regional 
disparities in respect ol .igncultuial growth 
in the slate 

In West Bengal thelrcndialesof growth 
in total and per hectare labour absorption 
tor’allciops during 1971 72 to 1981 84 
were estimated to be 2 017 and 2 096 
lespectivcly Similar trend was also obser 
ved lor individual crops Most ol the 
selected ctops experienced sisniticanily 
positive lates ot growth in I ibout absorp 
tion per hcct.ue dunng 1970 71 lo 1984-85 
The estimated tiend rates ol growth in 
labour absorption per hectare lor paddy, 
jowar, ba|ia, m.ii/c wheat, rapesced and 
mustard cotton jute and sugarcane were 
263,208 256,07 045,241 051,058 
and-0 59 respectively Again perhectare 
employment elasticities with respect to 
yield for paddy, wheat and )ute were found 
to be 0 599 I 172 and 0 457, respectively 
[Bhalla 1987) 
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■DiicittE-DowN Effect 

Rural poverty, by the very procedure by 
which It has been measured, is a function 
ol poverty line at constant paces, per capita 
consumption expenditure at constant paces 
(RPCE) and Loren/ ratio of per capita 
consumptioncxpcnditurelLRPCB) How¬ 
ever in view of the invanance of the 
poveny line at constant paces for all the 
years, RPCE and LRPCE have been 
considered as the relevant explanatory 
variables Moreover, in view of the tact 
that the Engel ratio is very high in rural 
area, per capita expenditure on food items 
at constant paces (RPTEF) and Loren/ 
I atio ot per capita consumption expenditure 
on lood Items (LRPCbP) have also been 


considered as the explanatory van^les of 
special importance 

Some of the factors that significantly 
influence the living conditions ol the rural 
people in general and the rural poor in 
panicular are identified as follows Since 
the rural people derive their livelihood 
primaaly from agaculture their living 
conditions depend to a great extent upon 
theperformanceotthissector Agnculturai 
perf^ormance has been measured here in 
terms of state domestic product in 
agriculture at constant prices per head ol 
rural population (.SDPAR) The factors 
influencing the living conditions of the 
rural poor in paaicular can be identified 
appropaately once the persons or house¬ 
holds living below poveay line are properly 


Tabi i- 7 Anni ai Compounij Orowoi Rail of Production of FooixiRains and Ali Crops 

(Pei leiil) 


Dislritls 


Foodgrains 



All Crops 


Period 1 

Penod 2 

Period 7 

Period 1 

Period 2 

PiniHl 7 

Ruidw in 

2 OS' ” 

2 7S* 

2 06* 

2 24* 

1 S2' 

1 22* 

Hiibhum 

t 07’ 

0 67 

1 8S* 

271* 

1 77'* 

2 04* 

Hmkuri 

1 86«*» 

1 62*** 

1 77* 

1 77*** 

2 S* 

2 71* 

Midn,ipoic 

1 78*' 

2 07* 

1 86* 

1 72** 

lOS 

241* 

Howrah 

1 7 

7 48* 

2 86* 

1 7S 

1 84' 

7 08* 

Hooghly 

■>97*' 

1 07*** 

2 12* 

2 S7** 

4 2S' 

4 17* 

’4 Paiginas 

1 7S**' 

1 14* 

1 87* 

1 0|.* 

2 86* 

2 04* 

N idia 

4 11* 

144* 

7 76* 

7 16* 

4 S9' 

7 7S* 

Miirshidihad 

4 S7* 

1 I7»* 

7 10* 

4 OS* 

1 79 

294* 

West Dinaipur 

2 99* 

1 14** 

2 27* 

2 14* 

1 79’ 

1 89* 

M ildi 

7 68* 

2 12* 

1 24* 

2 98* 

27S' 

2 8S» 

1 lip iigiiri 

2 14* 

0 08 

I 49* 

1 82* 

1 56' 

I 8’ 

Dai feeling 

2 7'7** 

7 21* 

291* 

1 84** 

2 71' 

2 57* 

( oochbehar 

4r>6* 

1 6* 

2 74* 

2 91* 

1 98* 

2 I* 

Piirulia 

1 17 

1 7 

1 26* 

1 17 

1 26 

1 76* 


/(iiiit\ bslinijlt.(i cxponcntijl trend In Y =-In a 4-bt Growth i.ilc is (b x I0()) ‘ ‘ and”' 

rcspCLtivcIy denote signilicant al 1 percent 5 per cent and 10 percent levels Pciiod I = 
19SIS S7lo 1969 70 Period 2-1971) 71 to 1988 89 and Period 1 = I9S6 S7 to 1988 89 
\iiuii e\ Various issues of Fi onimii Re\iew and StuUUu iil Ahunu l of West Bengal 


rsBii 8 Dfifrminants Ol Riirai PovFRrv KisiiiTSOplaK. liNPAR Klorissions 


IXpendent varcihle 

Intercept 

RPCE 

1 RKb 

Trend 

R2 

DW 

POV(hi) 

6 29S 

0 791* 
(0 161) 

0 021 
to 729) 

0 071 
to 07) 

0 67') 

1 949 

POV(ht) 

6414 

0 78S* 
(0 162) 

0 027 
(0 728) 


11650 

1 771 

POV(si) 

1 S84 

1 07* 

(0 271) 

0 077 
(0 554) 

0 08*** 
(0 05) 

0S98 

1 606 

POV(si) 

1 889 

-1 056* 
(0 286) 

0 156 
(0 579) 

“ 

0 SI4 

1 712 

POV(ht) 

6 561 

0 907* 
(0 189) 

0 091 
(0 767) 

0 0008 
(0 0421) 

0 660 

2 051 

POV(hc) 

6 S7I 

-0 904* 

(0 181) 

0 096 
(0 258) 

— 

0 660 

2 052 

POV(si) 

2 997 

-1 275* 

(0 287) 

0 752*** 

(« 557) 

-0 009 
(0 064) 

0 657 

1 911 

PDV(si) 

2 876 

-1 249* 

(0 275) 

0 694*** 

(0 192) 


0 652 

1 906 


Note\ Figures in paieniheses are standard ecrors , *, *' and *** respectively denote significant at 
Ipcrcent 5 per cent and 10 per cent levels N s |6 (data relate to the penod 1957 58 to 
1986 87 with many gaps for which poverty data are not available POV(hc) and (POV(si) 
respectively represent head-count and Sen's index of rural poverty 
Smine\ Data used in estimation are from Ahluwalia (1978), Bhatlacharya et al (1991) and 
Kakwant and Subbarao (1992) 
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Kienuneii As per 12iid round (1977-78) 
o> NSS report. 81 13 per cent of the agri¬ 
cultural labour households and 45 % per 
cent of the households self-employed in 
agricultutc were living below povcity line 
in the state Together, they constituted 
7S 11 per cent of the rural households 
living below poverty line fl>cv 1988) 
This suggests that the incidence of rural 
poverty can be icduced considerably if the 
livmgconditions of iheagnculiural labour 
households and oi marginal and small 
cultivator households arc improved The 
levels of living of these people depend 
upon the levels of income they receive 
The tSth round (1983) of NSS report 
revealed that 50 4 per cent of the rural 
workforce were wage labourers of whom 
75 4 pet cent were casual Tlwy depended 
exclusively upon wage employment lor 
their livelihood Moreover, as per 
Agricultural census (1990-91) 91 4 per 
cent ol the operational holdings were 
maiginal and small whose average si/e 
wasO 654heLiaic Most ol them were also 
economically non viable Naturally, thev 
need to depend at least partially upon 
wage employment to supplement their 
income trom cultivation In the absence 
ol any ti me sci les data on rural employment 
Ol unemployment we have considered 
agnculiurallabourproduclivily(ALP)and 
consumci price index lor agricultural 
laboua'is(( PIALiasthelactoisinnuencing 
dirt ctly the levels ol living ol the house 
holds identilicd as the niial ptxir Alter 
natively we have also used ical wage rate 
tor male agiiculUiral laboureis (RWAl ) 
as a specilic factor influencing the living 
conditions of the poor and thus niral povcity 
Fhe estimated results of log linear 
regressions showing the effects of the 
selected vaiiabics on rural poverty are 
presented in 1 abics 8 and 9 As expected 
the cocllicients of RPCE and RPCEF turn 
out to be negative and highly significant 
indicating that these variables aie invei scly 
related to the incidence of rural poverty 
(Table 8) However the effect ol RPCEF 
upon rural poverty is found to be stronger 
than that of RPTE the absolute values of 
all the coefficients of the former being 
larger than those of the latter Moreover, 
whereas no significant residual lime trend 
in rural povcity is observed when allowance 
IS made for the changes in its incidence 
associated with RPCEFand LRPCEF. there 
IS a significantly positive residual time 
trend when allowance is made for the 
changes in ruial poverty associated with 
RPCE and LRPCE These results suggest 
the need for considering per capita con 
sumption expenditure on food items m 


order to 1 ^ more insight into die wortdng 
of the factors behind inter-temporal 
changesinruralpovetty Tlieyaisoin^catt 
the importance of higher availability of 
loodgrains toralleviationof rural pov^. 

The distributional factors, however, are 
not found to have much significant effect 
upon rural poverty Whtle the coefficients 
of LRPCE turn out to be statistically in¬ 
significant. the coefficients of LRFCEF 
arc found to he significant in the case of 
Sen s index but not in the case of head- 
count ratio (Table 8) Moreover, the 
absolute values ol the coefficients of 
I orenr ratios are much lower than those 
of per capita consumption expenditures 
T hus. the growth factors (changes in RPCE 
'indRPCTF) appearlo have much stronger 
c ft eels relative to the distributional factors 
in reducing the incidence of rural poverty 
111 the state Tills was also demonstrated 
bv the results of decomposition exercises 
done by Kakwani and Suhbarao (1990, 
1992) Jain and Tendulkar (1990) and 
lendulkar and Jain (1991) The relative 
insignificance of the distributional factors 
111 accounting tor the vanations in rural 
(roverty seems lo he due to the fact that 
there has nol been any significant change 
III the distnbution of consumption expen 
diUire in favour of the rural poor There 
has been no discernible lime trend (T) in 
I RPCE during 1957 58 to 1986 87 
(LRPC'E = 0 256 + 0 0006 T R- = ()052) 
Moicover the change that has taken place 
in the distribulion of consumption expen 
diturc on IckmI items went against the rural 
poor the trend in LRPCEF being found 
1(1 be significantly positive (LRPCEF = 

0 196+0002T.R2=0609) Furthermore 
duimg the period (1977-78 to 1986 87) 


in whMinmt povet^ htsdeclinediapi^^ 
- as per Dev et al (199)) estimates - 
LRPC^has increased from0.235to0 261 
despite the fact that Gini-aiefTicteiR of 
concentrauon of operated area has declined 
from 0.478 in 1970-7) to a412 m 1990-91 
It seems that reduction in inequality in the 
distnbution of land has failed to produce 
enough productivity to offset the forces 
that rais^ inequality in the distnbution of 
consumption expenditure on food items. 

What appears tobeof greater importance 
in the context of the trickle-down 
hypothesis is that the coefficients of 
SDPARare negative and significant in all 
the equations This indicates an inverse 
relationship between rural poverty and 
agncultural production per head of rural 
population (Table 9) llus suggests that 
improved agricultural performance 
measured in termsof an increase in SOPAR 
has been associated with reductions in the 
incidence of rural poverty asserting thereby 
the existence ot tnckle-down process in 
the state dunng 1957-58 to 1986-87 An 
observed significantly positive relationship 
between per capita consumption expen 
diture of the bottom SO percent of the rural 
population (RPCEBT) and SDPAR lends 
support to the tnckle-down hypothesis 
(RPCEBT = - 5 774 + 0 094 SDPAR. 
R- s 0473) It can also be seen from 
fable I that the incidence of rural poverty 
as per expert group method has declined 
rapidly in We.st Bengal dunng 1977-78 to 
1989 90 the penod which is generally 
charac tensed as the penod of rapid growth 
of agncultural production in the state 
This suggests that growth in agncultural 
production has trickled down to the rural 
poor These results strongly contradict the 


(aBILV Di riRMINANIS or RURAI PoVbRH ReSUTSOrUX) LiNFAR RKiRISSION 


liilU'cept 


SDPAR 

ALP CPIAL 

Trend 

R2 

DW 

A iVpcndent Variable 
ID 92 

POV(ht) 

-1 112* 


0 066*** 

0 457 

1 902 



10410) 


(0 019) 



10 94 


-1 i7V* 

0 051 

0 042 

0 465 

1 861 



(04)9) 

(0 129) 

(0 072) 



7 86 


_ 

-0 921* 0 02S 

-0 lO)*** 

0 581 

2 276 




(0 211) (0 112) 

(0074) 



7 91 


— 

0914* - 

-0 089** 

0 579 

2 284 




(0 219) 

(0 042) 



B Dependent Variable 
9 22 

POV(M) 

-2 086* 


0 117** 

0 544 

1 977 



(0 S64) 


(0 054) 



9 28 


2 270* 

0210 

0 040 

0 596 

200 



(0 S72) 

(0 168) 

(0094) 



-102 



-1 469* 0 160 

-0 188** 

0 691 

2 405 




(0 297) (0 144) 

(0095) 



4 4S 


- 

-I4il» - 

0101** 

0661 

2 256 




(0 295) 

(0 057) 




Shu 1 Same as in TaUe 8 

SiKirtei V,uimuii’isues of Suirniuti/Ahf rniifiintS/(oniitmi of West Bengal Jose(l988) 
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findings of Bardhan (I')84, 1986) and 
Gaiha (1989) who observed that agricul¬ 
tural growth in West Bengal is ‘im- 
miserising' 

What also emerged from the results 
presented in Table 9 is that after allowance 
is made tor the changes in the incidence 
of lural poverty associated with agricultural 
performance measured by SDPAR, there 
has been a positive (and, in 50 per cent 
cases, signilicant) residual time trend in 
the incidence of rural poverty. This means 
that while improved agricultural per- 
lormance measured by an increase in 
SDPAR had signilicant influence in 
reducing rural poverty, there may be ‘othei 
factors' at work in iiiral West Bengal which 
by• lhcm.seIves tended to increa.se the 
incidence of niral poverty However, when 
agricultuial labour pmductivity (ALP) is 
considered as an explanatory variable 
(instead of SDPAR). we obscive signi¬ 
ficantly negative loelficient ol ALP and 
negative residual time trend in the incidence 
of rural poverty This indicates that when 
allowance is made lor the changes in rural 
poverty associated with agricultural 
pcrioiniance measuied by ALP, tlieie has 
been a detinite downward trend in the 
incidence of rural poverty The observed 
change in the lesidual time trend due to 
inclusion ol ALP in place ol SDPAR may 
be supposed to be the outcome of labour- 
productivity-augmenting growth process 
which might have reversed the poverty- 
aggravating ellecis ol other laclors' at 
work in ihe slate A growth process which 
signilicantly augments l.ibourproductivily 
and in lui n wages in agriculture is expected 
to produce a change in the distribution ol 
income towardscc|uality.lnsuch condition, 
thetiend variable whichcaptures the elfecls 
ol 'other lactors' is expected to have a 
negative coellicient. Nonetheless, this 
result suggests that labour-productivity- 
augmenting growth process is more 
elleciive 111 reducing the incidence ol rural 
poverty than any other that does not 
augment labour productivity signilicantly. 

It IS argued that higher CPIAL, through 
Its adverse elicct upon real income of the 
|)oor, generally aggravates rural poverty. 
Gaiha (1989) reported a .signilicantly 
posiiive ciK'lficieni of .some measure ol 
Huctuations m ('PIAL around its trend 
values in West Bengal during 1960-7.1. 
Our results, however, contradict this 
linding. The cwllicieni of CPIAL turns 
out to be insignificant in all the equations 
indicating that CPIAl. had no significant 
effect upon rural poverty i n the state during 
1957-58 to 1986-87. The observed insigni¬ 
ficance ol the coellicient of CPIAL may 
be attributed to that, the adverse ellect of 


rising CPIAL on real income of the poor 
has been aiunterbalanced by the favourable 
cffccLs of other factors at work in rural 
West Bengal. Significantly inverse 
relationship between rural poverty and 
real wage rate (RWAL) lends empirical 
support to such argument. The estimated 
log linear relationships between rural 
poverty and RWAL arc; 

POV(hc) = 4.954 - 1.176 RWAL; 

R2 = 0.349 

I>OV(si) = 0,113 - 2.074 RWAL; 

R- = 0.482 

On the whole, the results of our 
regression exercise clearly reveal signi- 
licantly inverse relationship between rural 
poverty and agricultural performance 
measured either by SDPAR or ALP, as.ser- 
iing thereby the existence of trickle-down 
mechanism in rural Wc.st Bengal. The 
results also establish the importance of 
labour priHiuciiviiy and real wage rate in 
reducing the incidence of rural poverty 
over time. Labour-prcHluctiviiy-augmen- 
ling growth in agriculture appears to be 
more ellecti ve in achieving a trend decline 
m rural poverty than any other that docs 


not augment labour productivity. There¬ 
fore. for sustainable reduction in rural 
poverty, what is required is not merely 
growth in agriculture, but a particular type 
of growth process which enhances labour 
pnxluctivity .significantly. 

IV 

Summary and Conclusion 

West Bengal is one ot the states that 
experienced very high and fluctuating 
incidence of rural poverty during 1957-58 to 
1993-94. The incidence of rural poverty 
in the state showed declining trend during 
1977-78 to 1989-90. hut increased 
consiilerably thereafter. We Iiave tried to 
explain the variations in rural ptrvcrty in 
terms of agricultural development and 
changes in agrarian structure. The cflects 
of agrarian structure on rural poverty 
operating via agricultural development 
channel and direct distributional channel 
were examined in the light of the changes 
m agrarian structure as such, and their 
effects on agricultural productivity. The 
changes that have taken place in Ihe 
agrarian structure of the stale seem to have 
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reduced the inadence of rural poverty via 
agricultural development channel by 
atlccting favourably agncultural pro¬ 
ductivity. but at the same time, generated 
adverse ctlects on rural poverty via direct 
distnbutional channel Etespite significant 
increase in the area operated by the 
marginal and small Iai mers and reduction 
in inequality in the distribution of land, 
the iail in the average si/c ol the marginal 
holdings in most ol the districts and tre¬ 
mendous increase in the number ol agri¬ 
cultural laboumrs and marginal and small 
farmeis unaccompanied by pioportionate 
rise in cmplovmcnt opportunities in the 
larm and non-larm sectors appeared to 
have woisencd the plight ol these people 
Howcvci impiosedagncultuialper form 
mceappeaied to have reduced thcincidencc 
ol lural poveilv significantly through 
tiickle downelfcci C ontrarytolhelindings 
of Baidhanl l<>M 19S6) and Gaihal 1989) 
the resullcol oui study levealed that tnckle 
down piocess had been in operation in 
rural West Bengal Moreover labour 
pioductivity-augment mg growth m 
agnculluFc wasloundtohavc strongerel ti cl 
in reducing ruial |ioverty than anv other 
giowtli pioccss that does not augment 
labour pnxliicliviiy significantly 

I The lulhnr is gi ilciul lo Aniiy i Kuinai B igchi 
inri IIlIm) is B tncr|cc toi valuabk coniincnis md 
sii^gcsiioiis on c iilici virsiuns ol this piper mil 
10 iihin Ohosh li r piosiding iisslul ixscirch 
m lien its ] 
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Institutional and Non>Institutional Credit 

in Agriculture 

Case Study of Hugli District of West Bengal 

Meenakshi 
Sharmistha Deb 

Wexf Baikal has been experiencing high growth of agricultural productivity since late 1970s. This period 
has also witnessed a growth of an informal credit market with a new tending class comprising traders (of 
HYV. fertilisers and pesticides), catering to the working capital needs of the farmers. A survey of Hugli 
district of West Bengal shows a high dependence of the small and marginal farmers on this market. Deprived 
oj the rclativclv cheaper credit from the formal institutions these farmers are compelled to depend on high 
interest hearing loans for productive purposes and thereby face the risk of falling into a vicious cycle of 


perennial indebtedness. 

1 

Introduction 

A noteworthy icature of agricultural per- 
loimancc of India after independence is 
the change m the growth rate of produc¬ 
tion whicli has more than doubled be¬ 
tween 1949 and 1985 (from I per cent to 
2.6 percent). However, this avei .igc growth 
rule has signilicant variations both crop- 
wi.se as well as rcgionwi.se. Wc.st Bengal, 
in spite of being endowed with some of 
India's most lertilc land did not show a 
very signilicant growth ol agncultural 
output during this period, ranking I2lh 
amongst 17 major states. 

Apart from natural factors like rainfall, 
growth III agricultural production depends 
on intrastructurul facilities such as irriga¬ 
tion. use of high yielding varieties and 
lerliiisers. prevention of land degradation 
and soil erosion, mul various other factors. 
The government's intervention in creating 
infrastructural facilities -coupled with the 
fanners' ability to use mexiem productive 
technologies thus play crucial roles. For 
the latter to occur the flow ol timely and 
need-based ciedil to the farmers is an 
essential prercquisite. It is noteworthy that 
in 1977-78, Wc.sl Bengal was among the 
six states where credit per hectare ranged 
between Rs lit) and Rs 178, whereas the 
same for other .states like Kerala was (Rs 
.H3) followed by Tamil Nadu (Rs 341), 
Punjab (Rs 273) and Haryana (Rs 234) 
ICMIE 1994]. 

This scenario, however, has changed 
drastically since the decade of the 198()s 
especially towards the latter pan of the 
decade (Saha and Swaininalhan 1994], 
Table I portrays this districtwisc perfor¬ 
mance and depicts the fact that the growth 
rate of agricultural productivity of West 
Bengal wa.s quite impressive during the 


1980s. Analysts have attributed this change 
to various factors, prominent amongst them 
being land reform, good monstxms, better 
iirigation facilities and use of HYV and 
Icrtili.sers. Howevcr.itshmildalsobe noted 
111 this context that this growth appears to 
have levelled off suh.sequently (during 
1990-1993 and especially in 1992-93. 
Table I). 

.Since land reform induces a redistribu¬ 
tion of landholdings in favour of small 
and marginal farmers, an cITicient credit 
system bcncllting the small and marginal 
larmers is an important prerequisite for 
growth in agricultural production. Even 
though all the rural credit survey commit¬ 
tees have repeatedly argued for a strong 
institutional credit base, especially for the 
weaker section.s, it is a fact that the bulk 
of the rural credit has been mostly met by 
(he private moneylenders. In this context 
it should be mentioned that around (he 
time of independence, agriculture related 
finance was advanced by (he government 
timiugh various credit agencies. However, 
that accounted only for 7.3 per cent of the 
total estimated credit requirement of the 
agricultural sector, the rest of which was 
met by the village moneylenders [Gorwala 
1954. Vol II, p 167]. A decade later, a 
survey taken up by the Reserve Bank of 
India shows that credit from co-operative 
s(x:ieties had increased from 3.1 per cent 
to 15.5 per cent but the private money¬ 
lenders still remained a principal source 
of credit (Dandekar 1994]. 

Given this background, it is important 
to look at the contribution of these di¬ 
chotomous sources of credit for agricul¬ 
tural production. This led us to carry out 
a survey on the households of the agri¬ 
culturally advanced Hugli district of West 
Bengal. Within the broader category la¬ 
belled in.stitutional credit, to focus on the 


contribution of the two major components, 
viz, commercial banks and co-operative 
banks, we have chosen Tarakeswar block 
as our location of study, as in this block 
these two formal institutions arc in full 
operation. 

Most interestingly, non-institutional 
credit appears to have dichotomous sources 
too; one is the traditional moneylender 
and landlord class and the other is the 
upcoming trader class which normally 
deals only i n woilcing capital such as seeds, 
fertilisers and pesticides. This latter class, 
as our survey shows, has been playing a 
dominant rule in the informal rural credit 
market. This is a modem phenomenon and 
perhaps to be expected in the face of the 
late green revolution in the state. 

However, the fact that this class has 
come up as a dominant subsection in the 

Tabi I: I AvfeRAue Annual Growth* of 
AOR irULTURAL PRODUfTIVITY (YlCLO PER 
Hlctarf) of Different Distrhts of 
West Bengai 
(Deflated Scries) 

{Perientt 

Distnuls Average Annual Average Annual 
Growth Rates Growth Rates 
(Average Over (Average over 
the Penod the Period 
198.3-90) 1990-9.3) 


Bankura 

l.s.l 

-1.6 

Bordhwan 

6.7 

-.5.0 

Birbhuiii 

14.3 

-8.03 

Midnapore 

126 

+3.70 

Purulta 

19 0 

-3.90 

Hugli 

7.8 

-11.40 

Howrah 

8..S 

+2..50 

Nadia 

II 8 

-0.8 

Malda 

6.6 

-3.0 

24-Parganas 

I4..S 

29 


Notf. • These growth rate.s aie .simple growth 
rates. 


Source Economic Survey, Goscrninentof West 
Bengal 
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rural-credit market indicates that the 
banking sector, even after 50 years of 
independence and almost 30 years of 
nationalisation, has been unable to play 
a substantive and nced-ba.scd role in the 
field of agriculture. This is not to deny 
the contribution of formal institutions. 
Credit imin the hanking sector (mea.sured 
in terms of amounts outstanding) has 
been increasing during this period of pro¬ 
ductivity growth (Tables 2, 3 and 4) 
coupled with the fact that more credit is 
absorbed by the areas where productivity 
is higher. This can be seen trom the high 
positive rank correlation for the districts 
(for most ot the years) when ranked 
according to productivity and credit dis¬ 
bursement (Table 5 ). We would, however, 
like to argue that the contribution of the 
banking sector tails far short of the 
(estimated) demand. Thus our hypothesis 
is not concerned with the quc.stion of 
the desirability oi relevance of lormal 
credit institutions hut Ihcir adequacy, 
particularly in the context ol redistribu¬ 
tion of landholdings in favour of small 
and maiginal tanners induced by land 
reforms. 

To examine this we began with an 
estimated cost of priKluction for six con¬ 
secutive years during this peritxl of sub¬ 
stantial pnnluctivity growth (Table 6). In 
particular, we have looked at the paid out 
co.st per hectare under each crop and then 
calculated the total cost by multiplying 
with it the area under the respective crop. 
Since small and marginal farmers domi¬ 
nate the agricultural sector after the land 
reform (Table 7), these paid out co.sts, 
which mainly incorporate the cost of 
working capital like HYV. fertilisers, etc. 
indicate the extent of credit demand. If we 
now compare these figures with the amount 
outstanding of direct agricultural credit 
we ob.scrve considerable difference be¬ 
tween the two. We then tried to go one 
step further to arrive at .some rough esti¬ 
mate of the upper bound of the actual 
amount that has been disbursed. We sub¬ 
mit at the beginning that these e.stimates 
suffer from several draw-liacks most of 
which however results from the non¬ 
availability of data. A caution on this 
account needs to be balanced with the fact 
that in the case of agriculture, the rate of 
non-repayment of institutional credit is 
high and therefore makes the amount out¬ 
standing an inflated estimate of credit dis¬ 
bursement. In order to ftx:u.s on the strong 
presence of non-institutional credit mar¬ 
kets and the inadequate reach of the 
banking sector, these estimates would at 
least serve as a first hand indicator of the 
state of credit disbursement. 


Approximately, 

Actual disbursement at period (t + 1) 

= Amount outstanding at peri^(t+ I) 
- loans not repaid iiom tlu previous 
period (1 + rate of interest). 

There are other factors like the rate of 
interest accrued on the present year’s 
amount outstanding, which we have 
Ignored as their contribution is not sub¬ 
stantial. Wehavearrivedatanaveragerate 
of interest for credit disbursed in each of 
the.se years by tidcing the weighted aver- 
ageof the ratesof interest, the weights being 
the amount outstanding corresponding to 
that rate of interest for West Bengal (source 
RH/ Banking Statistics, I9H3-i9^]. 

As regards the e.stimate of the rate of 
non-repayment, we could get access to the 
actual recovery figures of Allahabad Bank 
lor the direct agricultural loan given in the 
state of West Bengal, which we know is 
a major bank of the state. On the basis of 
the.se figures we have arrived at a recovery 
rate using the formula' 
recovery rate at period t 

amount recovered at period t by 

_ Allahabad Bank _ 

amount outstanding at period t of 
Allahabad Bank. 

From these calculations we have ob- 
■served that 15 per cent was the highest 
recovery rate for Allahabad Bank over 
the.se years. Thus if 85 per cent is the 
lowest non-recovery rate then actual dis¬ 
bursement calculated from the above 
formula turns out to cover only 16 per cent 
or le.ss of the total paid out cost. In fact 
during six consecutive years from 1983 to 
1988, a period which has seen consider¬ 
able productivity growth, less than 10 per 
cent of the total paid out cost has on the 
average been covered by the commercial 
banks. This reveals that there is no sub¬ 
stantial improvement of the coverage of 
these banks even after almost 30 years of 
nationalisation. 

F,vcn when we double the recovery rate 
to 30 per cent, the credit gap appears to 
be quite significant and disbursement 
covers, on the average, 13 per cent of the 
paid-out cost. It increases only to 20 per 
cent when we reduce the non-repayment 
rate to 50 per cent (Table 6). 

With regard to the volume of agricul¬ 
tural credit, the other formal lending in¬ 
stitution, vi£. the co-operative bank, does 
nm portray an encouraging picture either. 
More precisely, the percentage share of 
the co-operative bank, in the total insti¬ 
tutional credit (from commercial as well 
as co-operative hanks) has been falling for 
most of the districts (Table 8). This we 
suppose is a general phenomenon for the 
country as a whole, which has also been 


Tabu 2; Avsbaob Aiwuai. CidWTH op On^' 
Aomculivim. Lomt Amount Outstanoino op 
Scheduled CoMimaAL Banks fob Dipperent 
U isnucR OP West Bengal 
(Deflated Series) 

(Per cent) 


Districts 

Average Annual Growth Rates 
(Average Over Die Period 
1983-1990) 

Bankura 

18.0 

Bardhwan 

13.4 

Birbhum 

12.1 

Midnapore 

58.5 

Purufia 

18.8 

Hugh 

5.5 

Howrah 

22 5 

Nadia 

9.7 » 

Malda 

15.5 

Murshidabad 

13 0 

Jalpaigun 

02 

Darieeling 

-0 8 


Source Baste Stattsneat Returns, RBI 


Table .3. Average Annual Growth of Dirpct 
Aurktjiturai. Loan Amount Outstanding of 
Central Co-opprative Banks for DirFERENr 
Districts of Wesi Bengal 
(Deflated Series) 

(Per cenll 


Average Annual Growth Kates 
(Average over the Penod 
Distncls 198.3-1990) 


Bankura 

2 5 

Bardhawon 

8.1 

Birbhum 

85 

Midnapore 

1.4 

Purulia 

9 1 

Hugh 

14 1 

Howrah 

-2.8 

Nadia 

04 

Malda 

6.3 

Murshidabad 

-19 5 

Jalpaigun 

0.7 

Darjeeling 

-6 0 


Source' Statistical Statements Relating to Co- 
operative Movements in Mia. NABARU. 


Tabu 4; Average Annual Growth op Direct 
Agricultural Loan Amount Outstanding of 
Scheduled CoMMERaAL Banks and Central 

Co-OfERATTVE BANKS FOR DIFFERENT DISTRICTS 
(Deflated Senes) 

(Per cent) 


Average Annual Growth Rates 
(Average over the Period 
Districts l983-t990) 


Bankura 

ll.S 

Bardhwan 

10.1 

Birbhum 

10.6 

Midnapore 

18.4 

Purufia 

16.1 

Hugh 

6.4 

Howrah 

. 6.1 

Nadia 

5.7 

Malda 

12.0 

Murshidabad 

5.9 

lalpniguri 

-1.1 

Dujeeling 

-2.6 
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RMQtkmed by V' M Dafldekir, 
predominant rote played by the co-opera¬ 
tives in the supply of institutional credit 
lasted from 1951-52 to 1968-69 and there 
was a shift in emphasis from co-operatives 
only to a multi-agency approach” 
[Dandekar 1994]. 

Iftheruialcreditmarket is not adequately 
captured by the formal institutions, the 
natural beneficiaries would be the infor¬ 
mal lenders. Non-availability of second¬ 
ary data on this is.sue calls for a primary 
level survey which we have carried out 
in the Hugli district of West Bengal. Hic 
next section analy.ses our findings on the 
extent and nature of rural indebtedness 
with special emphasis on non-institutional 
sources. 

II 

Informal Credit vs Formal: A Study 
of Hugli District 

Hugh district ranks v/ell ahead of most 
other districts ol We.st Bengal in terms of 
productivity (i e, yield per hectare). In 
particular, the Tarakeswar block has been 
chosen as our location of study as both 
the prominent formal lending institutions, 
vi/. the co-operative as well as the com¬ 
mercial banks have a strong presence here 
Moreover, there is also a well establisl^d 
non-institutional credit base. This would 
naturally facilitate a comparative study 
The results are based on a pilot survey 
(where a large proportion of the villagers 
gathered together to convey their views) 
and also on an intensive house to house 


Tsbie S Rank CoRHtLAiioN bftwm-n 
pRODlirnVITV AND CREOn Pfr Hfciarf 
(D iSTRICtWISF) 


Year 

Rank Correlation 

I982-8.T 

92 

1981-84 

81 

1984-85 

86 

1985-86 

43 

1986-87 

79 


survey ofdOhouschoIrfa selectedby simiife 
random sampling without rqilacement. 

Within the broader category labelled 
'institutional credit’, structure and cover¬ 
age appear to Vary significantly between 
commercial and co-operative banks. The 
latter has a comparatively widespread 
network with better accessibility to the 
pcxirer sections in contrast to the commer¬ 
cial banks. However, the survey also 
reveals an equally significant presence of 
traders as a non institutional credit source, 
which is portrayed through the following 
Statistics: 27 per cent of the households 
took loans from the commercial banks; 
85 per cent of the hou.'cholds took loans 
from the co-operative banks: 85 per cent 
of the households depend on non-institu¬ 
tional sources: 82 per cent took both in¬ 
stitutional as well as non-institutional 
credit. 

It should be mentioned here that these 
categories are not mutually qwlusive. 

Village moneylenders anchiandlords 
(who are non-traders) also remained a 
sourceof credit. However, our study shows 
that 90 per cent of these credits are non- 
agricultural, mainly consumpbon loans 
for marriage, etc. In this context one may 
quote V M Dandekar (1994), ‘The domi¬ 
nant position of the moneylenders after 
independence was due to two basic facts: 
the weak financial position of most of the 
borrowers and their requirements of credit 
in small amount for urgent but unpredict¬ 
able needs, to which the moneylender had 
completely adapted. The co-operatives and 
the government supplied credit for spe¬ 
cific purposes, whereas the requirements 
of the borrowers were largely for family 
purpexses”. Our survey, however, reveals 
a shift in the nature of non-institutional 
credit towards more productive activities. 
This IS indeed a natural shift with the 
spread of the green revolution 
A closer look at the disaggregated fig¬ 
ures reveals that 38 per cent of the total 
number of marginal farmers ha'' taken 


loans fipom commercial banks. Hus per¬ 
centage, however, decreases initially (to 
27 per cent) as the landholding size in¬ 
creases. twt increases steeply (to above 75 
per cent) for the rich farmers. Also, it is 
important to note that the top 15 per cent 
of the households mops up 50 per cent of 
the total credit. Thus, cornering of low 
interest bearing formal sector loans by the 
economically well-to-do classes is evi¬ 
dent even liom this small .sample. 

However, in this area, loans from the 
co-operative banks seem to be much more 
widespread - only 15 per cent of the 
households are not covered by these credit 
facilities. More importantly, judging by 
the share of households classified accord¬ 
ing to their landholdings in bighas (0-2, 
2-4,... 12 and above) it appears that the 
loan amounts are much more evenly dis¬ 
tributed amongst these classes. The mop¬ 
ping up of co-operative credit by the ricter 
class is less prominent as compared to 
credit given by the commercial banks. 
This difference in the structure of credit 
supply of these two formal institutions can 
be explained as follows. Commercial banks 
are mainly guided by two objectives: 
minimisation of transaction costs and 
meeting the stipulated target of priority 
sector lending. The.se two motives induce 
them to prefer big farmers and go in for 
other kinds of priority sector lending which 
they perceive to be profitable. On the other 
haiid, since co-operative banks are created 
to serve only rural agriculturists, they have 
a better orientation towards the supply of 
agricultural credit. Moreover, since the 
villagers themselves are the members of 
this institution, it has the nature of a local 
institution. However, as expected, per 
capita co-operative loan is positively re¬ 
lated with landholdings. On the other hand, 
loans from the non-institutional sources 
consisting of fertilisers and seed dealers 
appear to be biased towards small and 
marginal farmers {Agrawal and others 
1 1997) and Singh and Mnityunjaya 1992}. 


Tabi l 6 Comparison of Paid Oui Cost and Oedit DisBURstiMENT for West Bengai. 


Year 

Cost Paid Out 

Percentage of Cost Average Rate of Estimated Amount 

Pmentage of Cost 

Percentage of Cost 

Percentage of Cost 


COtX)) 

Covered by Total 

Interest for Credit 

Dtsburscmi 

Covered by 

Covered by Dis¬ 

Coveted by Dis¬ 



Diiect Agncultural 

Disbursed 

Taking 85 Per 

Disbursement 

bursement When 

bursement When 



Amount Out¬ 

(Per Cent) 

Cent as Non- 

(85 Per Cent Non- 

Non-Repayment 

Recovery Rate is 



standing 


Recovery Rate 

Recovery Rate) 

Rate Is Taken to 

Taken to be 





(•000) 


be 70 Per Cent 

,50 Per Cent 

(1) 

(2) 

(-V 

(4) 

(5) 

(6) 

(7) 

(8) 

1983 

6426148 

25 

13 

N» 

N* 

3 

9 

1984 

6160075 

28 

13 

178200 

2 

7 

13 

1985 

6112689 

39 

13 

724364 

II 

17 

23 

1986 

6817973 

43 

13 

628430 

9 

15 

23 

1987 

7437482 

54 

13 

1252439 

16 

24 

32 

1988 

7437482 

54 

13 

179114 

2 

12 

24 


‘ 

Mile N*: Negligible 

Souire for col.2. Study m Farm Manaftemeni and Cast of Production oj Crops in West Bengal, Directorate of Agriculture, Govemmeni of West Beagal. 
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The highest share (25 per cent) has gone 
to the eullivalors witli smallest landhold¬ 
ings (0-2 ‘highas’ group) and this percent¬ 
age monolonicaliy decreases as land 
size increases.- The highe.st landholding 
group, vi/, 10-12 bighas, gel the lowest 
share, i e, 5 percent of the total loan. This 
is indeed an interesting phenomenon 
which reestabli.shcs the fact that the rela¬ 
tively poorer .section of the cultivators are 
more dependent on the informal credit 
market with a high rate of interest. Rela¬ 
tively well-to-do farmers on the other hand 
take a bigger share of the credit from the 
formal scctorlhereby benefiting from lower 
interest rates. 

This in turn has its obvious effect on the 
business of the trader class, who by taking 
advantage of the presence of a large pro¬ 
portion of small farmers in the district, arc 
able to increa.se their turnovers consider¬ 
ably. In paiticular, more than 30 per cent 
of the traders, as revealed during our 
interviews, experienced almost a twofold 
increa.se of their sales between 1977 and 
1990 In order to finance their business, 
these traders in turn take loans from 
banks on various accounts, and here too 
the same story repeats it.sclf. Our survey 
reveals that 75 per cent of the traders 
depend on formal sourcesof credit, where¬ 
as the rc.st. comprising mainly traders 
with relatively smaller resource ba.se. 
depend on big traders engaged in the same 
business. 

The demand side however does not 
reveal as ro.sy a picture as above. As is 
well-known the formal sector laces an 
excess demand for credit. The objective 
of minimising transaction costs induces 
them to prefer large farmers, thereby 
resulting in considerable dependence of 


the small farmers on the informal credit 
market with high ratc.s of interest. This 
forces the latter class into a vicious cycle 
of low savings, followed by borrowing at 
a high rate of interest. The report of the 
rural credit .survey (1954) had rightly 
quoted a French proverb and stated, 
“Credit supports the farmer as the 
hangman’s rope supports the hanged... 
.Agricultural credit is a problem when it 
cannot be obtained, it is also a problem 
when it can be had but in such a form that 
on the whole it does more harm than good” 
IGorwala 1954. Vol II, p 151, also 
Dandekar 1994]. 

HI 

Informal Credit Market 
and Rate of Interest 

The trader class which deals with seed, 
fertiliser and pesticides supply short-term 
(three months) loaas for these working 
capitals under the condition that inputs 
worth Rs ),(K)0 need to be bought at 
Rs 1.2(10 if the payment is made after 
harvest and at Rs 1,100 if the payment is 
made partially at the time of purcha.se. A 
comparison with the 13 per cent average 
rate of interest per annum (Table 6) for 
the formal credit reveals the extent of 
exploitation by the informal lenders. The.se 
traders in turn take loans bearing a low 
interest (say, {) to run their business. The 
threat of not being able to renew the credit 
facility from the informal market and the 
low probability of getting credit from the 
formal sector is credible enough to ensure 
a high recovery rate for the informal lend¬ 
ers (which our study reveals to be more 
than 92 per cent). In the existing literature 
on credit rationing IStiglitz and Weiss 


1981] a lender does not fix a very high 
rate of interest as it channelises loans 
to the riskier projects, and lowers the 
expected return. However, in the case of 
agricultural credit in India, the lenders 
target the larger set of small and marginal 
farmers and face borrowers with uniform 
projects and hence more or less similar 
risk of default. In addition to this the low 
monitoring co.st and credible threat help 
sustain such a high interest rate as an 
optimal one. 

Moreover, it is logical for these lenders 
to want the borrowers to remain indebted 
forever. It may be possible for these in¬ 
formal lenders to reduce (he rate of interest 
to a certain extent and thereby increase 
profit in a particular pericxl. But if the 
lower interest rate permits the btirrowers 
to save, that may reduce their subsequent 
credit demand which in turn would have 
adverse effect on the bu.siness of these 
traders. More precisely let loan supply 
L* = L' (r, t), where r is the supply rate 
of interest, and r > i. Demand for credit 
by the farmers depends on tlie rate of 
inteiip.st they face, i c, r and the capital 
stock K of the farmer and the savings s, 
if any, i e, L** = L*' (r, K, s). 

Figure shows that r* is the market clear¬ 
ing rate of interest. The traders however 
charge a higher rate of interest r which 
creates excess supply in the market. 
Depending on the elasticities it can be 
shown that at a particular point of lime 
‘t’ profil for the traders at a rate of interest 
r* may be higher than (hat at r. It is however 
logical to assume that a trader tries to 


TABLh 7; DisntiBirnoN or LANOiir)LDiNr>s in 
Huoli Disirici 


.Si/e of Holding 

Percentage of 
Total Holding 

Upto 1 heciaic 

7.3.5 

1-2 hectare 

18 1 

2-4 hectare 

7.6 

4 hectares and above 

0 8 


Snun-f. Lead Bank Office, Hugh District. 


Tabij-. 8: Share of Loan Amount Outstandinu 

OF CtVOPFRATIVE BANKS AS A PCRrENTAOF. OF 

Total Amount (Jufstanoing (Agriculiural 
Credit of the Commercial Banks Plus Credit 
OF THE Co-operative Banks) 


Districts 

1982-83 

1989-90 

Bankura 

50.5 

27.3 

Burdwan 

54.2 

46.5 

Birbhum 

40.1 

34.5 

Midnapore 

82.0 

33.9 

Purulia 

25 1 

15.6 

Howrah 

76.9 

42.0 

Murshidabad 

36.0 

17.1 

Nadia 

43.8 

32.9 

Malda 

28.7 

24.6 


3000 
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inaxitnise ihe {)ieseiit vahM of his ex¬ 
pected lifetime income. This motivmion 
in turn inducc.s him to chaise a rate of 
intere.st r which can take away all the 
surpluses from the fanner and emure that 
he cannot have a positive saving. If the 
trader a.sks for a lower rate of interest (say. 
the market clearing one) which can induce 
positive savings by the farmer, this may 
subsequently reduce demand for credit. 
This es.sentially implies a leftward shift of 
the demand curve to L** - L** and thereby 
a reduction of profit ’ atr*. the new market 
clearing rate of interest (or at r*). This new 
rate of interest i* is less than r* and 
therefore has a potential to induce higher 
.savings and as this process continues r* 
proves to be a non-optimal rate of intcre.st. 
ITnlikc the village landlords, however, 
these traders do not particularly have the 
motivation of grabbing the fixed capital 
of these farmers - they would rather prefer 
that their credit has been returned and 
renewed over time, which puls an upper 
hound on t. The small and marginal 
farmers on the other hand, as argued above, 
would remain perennial borrowers 
[Bhaduri I98.1|. 

The natural question that arises at this 
juncture is what lolc the banks can play 
in breaking this vicious cycle. There have 
been a large number of studies and review 
committee reports emphasising various 
reform programmes for the tonnal insti¬ 
tutions as well as for the structure of Indian 
agriculture itself apart Irom the suggestion 
of creating additional financial intcr- 
nicdiancs. We would therefore not repeat 
the.se arguments and try to emphasise a 
different point. Suppose a farmer takes a 
loan from banks and returns it in time. It 
IS true that this raises his probability of 
getting another loan but unlike in the ca.se 
of traders, it never incrca.se.s substantially 
owing mainly to the procedural compli¬ 
cations. Together with tliis is the fact that 
in the case of default there is no .severe 
threat to the borrower. These two features 
are enough to ensure a very low recovery 
rate for the bank. For example if a farmer 
delaults Rs X his gain from this act is 
( I -I- r) X. where r is the bank rate of 
interest In the case of repayment: sup¬ 
pose with probability p he can expect 
to get a new loan in time His gain in 
this ca.se is 

- rX + p (r - I) X (I + h +.). 

Thus, the default will not take place if 
I + 2£ < (r - I) p/(l - b), where b i.s the 
discount rate. Thus, repayment depends 
on the farmers perception about p and the 
discount rate. Clearly, if the farmers per¬ 
ceive p to be very small (close to zero) 


repayment wouki in general not take 
place. 

To test this hypothesis we have con¬ 
ducted a survey on .some households of 
Ramchandrapur of Tarakeswar block. 
More than 90 per cent of the households 
perceive that their chance of getting a 
fresh loan from the commercial banks 
does not increase even if they repay the 
earlier loan. This negative perception is 
mainly induced by the same procedural 
complication they have to go through even 
il they repay all previous loans. Most 
importantly these small farmers argued 
that as opposed to the case of informal 
moneylenders, it is not possible to earn 
bank managers’ confidence by repaying 
loans promptly as the latter keep changing 
over time. 

A cross check done by interviewing a 
few bank officials confirms that easy 
access of farmers to loans after repayment 
plays a positive role. Interestingly, the 
manager of a co-operative bank, viz, 
Kultighari Samabay Kri.shi Unnayan Samiti, 
Kultighari, Tarakcswarblock asserted that 
repayment of loans was almost 100 per 
cent (in spite of a bad harvc.sting year) 
once he had given an a.s.surance that the 
iresh loans would he disbursed instanta- 
ni*ously on repayment. Since commercial 
banks cannot provide such an assurance, 
their recovery rates were very low during 
that year. This was revealed in a block 
level bankers committee meeting attended 
by one of the authors. 

To strengthen our hypothesis further we 
have conducted a study on 40 households 
selected at random from the set of house¬ 
holds which had taken loans from the 
commercial banks. We found that 83 per 
cent of the hou.seholds have not repaid 
their loans to the commercial bank 
(Table 9).Thi.s high rate of non-repayment 
makes recycling of bank resources almost 
an impossibility [Majumdar 1997J. More¬ 
over, the phenomenon of non-repayment 
was found to be almost universal: it cuts 
across all catcguiies of farmers regartuess 
of the size of their landholdings which 
laises some doubts regarding the policy 
of preferring the large f. rmers. More 
interestingly, SO percent of the borrowers 
who have taken loans from the commer¬ 
cial banks arc also taking loans from the 
informal market. 

Our intensive discussions with the vil¬ 
lagers in tiiis regard reveal that apart from 
procedural complications involved in 
getting a loan, there exists some amount 
of uncertainty relating to ‘p’ due to pos¬ 
sible policy changes by the government. 
Also any perception about waiving a loan 
in future has adverse effect on today's 


incMdve to repay. Guided by the ol:^- 
live of transaction costs minimisation, the 
banks prefer giving creditin large amounts. 
Thus, a small farmer may have to borrow 
a higher amount than is actually needed 
by him. Also in order to renew his credit 
facility, a farmer has to clear all lus |Me- 
vious loan from banks. When a fanner 
opts for multiple cropping it is difficult 
to repay his previous loan before taking 
a loan for another crop in the same year 
and hence he is compelled to depend (wi 
the informal sector. All these factors raise 
the effective value of r and dampen ‘p’ 
which have an adverse effect on repay¬ 
ment. 

However, a similar study shows an 
interesting scenario (Table 9) for the loans 
from the co-operative banks which reveals 
an impressive repayment performance 
vis-a-vis the commercial banks. More 
importantly, this sample also shows that 
the farmers wi th di fferent sizes of landhold¬ 
ings (starting from 1 bigha to IS bighas 
and above) have access to co-operative 

TaBII- V- PwrFJJTAGE OF BOKROWfcRS WhO 


Repaid Loan 

Loan Repaid as 

Commercial 

Co-operative 

a Percentage of 

Bank 

Bank 

Total Loans 

Percentage 

Percentage 

(Taken Last Year) of Borrowers 

of Bonrowers 

0 

85 

17 

Less than 50 

7 

25 

More than .50 

10 

0 

100 

0 

58 


Table 10 SMG-Bank Linkage Programme 
Y i arwke Progress or Number of Groups 
Linkto - 1993-94 TO 19%-97 
(Cumulative) 


.Slates 

1995- 

94 

1994- 

95 

1995- 

96 

1996- 

97 

Andhra Pradesh 

161 

242 

389 

823 

Assam 



4 

4 

Bihar 


27 

61 

256 

Guiaiat 

19 

38 

79 

152 

Himachal Pradesh 


54 

81 

150 

Haryana 




7 

Karnataka 

155 

646 

1682 

2442 

Kerala 

1 

3.52 

7.54 

1290 

Madhya Pradesh 

13 

16 

39 

103 

Maharashtra 

17 

39 

81 

424 

Meghalaya 


1 

22 

34 

Onssa 

180 

383 

486 

753 

Punjab 




1 

Raiosthan 

16 

42 

112 

177 

Tamil Nadu 

56 

259 

464 

865 

Tnpura 

1 

1 

1 

1 

Uttar Pradesh 

. 

10 

441 

959 

West Bengal 

3 

12 

61 

146 

UT of Pondicherry 




7 

UT of A and N Island 




4 

Total 

620 2122 4757 

8598 

Simree: NABARD. 
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loans and the repayment rate is seen to be 
the lowest among middle class farmers 
with landholdings between 6 and 10 
bighas. Due to the involvement of the 
local people in the co-operative societies 
both service as well as repayment appears 
to be a shade better than in the case of 
the commercial banks. One should not. 
however, paint too rosy a picture for the 
co-operative banks. There arc ill function¬ 
ing co-operative banks too; e g, the sole 
co-operative bank of villagcGangadharpur 
of Chanditala block has been completely 
liquidated. However, the point that comas 
out from this survey is that properly 
managed co-operative bank.s can function 
more efTicicntly in a need based manner 
vis-a-vi.1 the commercial banks. Aslara 
Krishi Hnnayan .Samabay Samiti, fur 
example, has almost 100 per cent repay¬ 
ment where easy credit renewal facility 
serves xs a high incentive for repayment, 
and this is not the sole example. More 
importantly co-operative bank.s have low 
overhead and transactions costs and can 
afford to give loans in .small amounts and 
accept deposits in small amounts too. It 
is noteworthy in this context that in order 
to overcome this problem, the commercial 
hanks have of late brought the idea of 
‘service group’ where a group of small 
farmers can take loan in a combined 
account and a head of this group is respon¬ 
sible for repayment of the loan. Table 10 
depicts the formation and progress of the 
service groups in different states of India. 
West Bengal is yet to pick up the trend 
of the other advanced states. 

IV 

Conclusion 

A study carried out by a private 
consultancy institute under the directive 
of the World Bank comes to the conclu¬ 
sion that the viability of the rural branches 
of the commercial banks can be ensured 
if loan appraisals and recovery rates are 
improved to the tune of keeping loan lo.ssc.s 
to within 2 per cent of the amount out¬ 
standing [Satish and Ciopala Krishna 1997|. 
In the face of the new liberalisation poli¬ 
cies which induced increased competition 
in the banking sector, it has also become 
important from the point of view of vi¬ 
ability that the banks operating in the rural 
areas generate resources frem the rural 
sector too. Tliey cannot effectively tap 
niral savings without a more dedicated 
effort. That default results in an active 
and dominating network of informal 
creditors. In addition, the positive aspects 
of the co-operative banks revealed in our 
survey indicate a need to take a fresh look 


at the co-operative movement in order to 
bring about essential changes and 
strengthen this type of financial institu¬ 
tions. 

Notes 

[The authors are greatly indebted to Anuya Bagchi, 
T Krishna Kumar and B Rajeev for many useful 
uimmenls on the paper.] 

1 To amvc at a mure ptecise estimate, we plan 
to incorporate in our subsequent study such 
figures on recovery of other maior banks of 
WB like UBI 

2 When considered according to the landhold¬ 
ings these figures decrease approximately 
to 20 per cent and then to 1.S per cent but 
increases to about 25 per cent for the farmers 
with landholdings 6 to 8 bighas. However, 
It again tails down to about It) per cent lor 
the next landholding group (i e, 8 to 10 
bighas) 

t Suppose a former wants to buy a sack of 
fertiliser worth Rs I .(XX) and hence his demand 
fur iredit, d = 1,000 The trader however, has 
paid less for that fertiliser, d - ad = 900 say, 
(a < I) Therefore pmfit for the trader when 
demand for credit is d* and the rate of interest 
IS r* IS 

P <d*, r*) = d*(l + r*) - (1 + r^) (d* - ad*) 
where r„ is the rate of interest the trader 
pays to the bank At the new interest rate 
t*. profit 

P (si*. I*) = d* <1 + 1 *) - (1 + rj) (d* - ad*) 
Therefore. 


P (d». r*) - P (d* I*) > (d* - d*) (l+r*) - (1 
+ r,) (1 - a) (d* - d*) >0. 
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Poverty in West Bengal 

What Have We Learnt? 

Bisw^jit Chatterjee 

This article reviews some of the existing studies on the incidence of poverty in West Bengal, with particular 
emphasis on the decades of 1970s and 1980s. Discussions of the implications of all-India or inter-state 
poverty studies on the poverty scenario in West Bengal are followed by a critical review of some of the 
major studies of rural and urban poverty in the state. The aggregative state level scenario as portrayed 
by these studies has been contrasted with the grass roots level picture of rural poverty as it has been brought 
out by some of the recent case .studies based on household surveys /resurveys. The implications of all these 
studies for formulation of effective anti-poverty policies in West Bengal are also emphasised in this paper. 


I 

Introduction 

INDIA is a poor country by world stan¬ 
dard!;. There are considerable variations 
in poverty across the states of India, and 
wide lluctuations in living standards over 
time. Naturally, poverty is an important 
question which has attracted the attention 
of re.scarchers and policy-makers during 
the .50 years of our national economic 
development through planning in a mixed 
economy tramework. In the state of West 
Bengal, in 1977 a lett-fmnt government 
came to power with massive popular 
mandate. It took a pro-poor stance ii< its 
economic development policy. That gov¬ 
ernment has now completed 20 years of 
rule in the state. The question is whether 
the incidence of poverty in this state has 
gone down over the years. In this article, 
wc shall reflect on this question on the 
basis of available studies on the incidence 
of poverty and its variations over time. Wc 
shall also u.se the insights ol some of the 
recent case studies on the .subject to gauge 
the incidence and severity of poverty and 
related deprivations at the micro level on 
a selective basis. The relevance and sus¬ 
tainability of the existing poverty allevia¬ 
tion programmes in this state will be 
examined in view of our reappraisal of the 
available studies. 

In .Section IT. I shall briefly review the 
major concepts of poverty norms and the 
results of some major studies on the esti¬ 
mates of poor in West Bengal as part of 
all-India and inter-state poverty estimates 
attempted by various .scholars and insti¬ 
tutions. The ranking of the .state of West 
Bengal in terms of indices of poverty 
among all other states of India, its change 
over time, and attempts to identity the 
determinants of rural and urban poverty 
in the state will be critically reviewed in 
this section. This will be followed by 
appraisals of the results of some studies 
on rural and urban poverty undertaken 


exclusively for the state of West Bengal. 
In Section 111, I .shall present my own 
estimates of the incidence of poverty in 
rural and uiban West Bengal during the 
1970s and 1980s, using state-specific 
dietary norms and state-specific retail 
prices. 1 have also chosen some case studies 
at the micro level to report some of the 
important findings and argue that the extent 
of poverty in .some areas is much greater 
than is revealed through the state level 
aggregative estimates. These micro-level 
case studies will be reviewed in Section IV. 
In Section V, 1 shall briefly comment on 
the policy of poverty alleviation in the 
state of West Bengal, particularly in the 
context of the market friendly economic 
reforms currently pursued in India. Sec¬ 
tion VI contains concluding observations. 

Some general observations may be made 
at the outset about the relative backward¬ 
ness of the .state of West Bengal in India. 
The level and the rate of growth of per 
capita SDP of West Bengal consistently 
lags behind the per capita GDP for India, 
both measured at 1980-81 prices. The trend 
growth rate of SDP of West Bengal during 
1970-71 to 1988-89 is 3.24 per cent 
compared to 4.17 per cent trend growth 
rate of India's GDPduring the same period. 
In fact, the percentage deviations of per 
capita SDP of West Bengal from the per 
capita GDP for India as a whole, consis¬ 
tently widened during the decades of 1970s 
and 1980s, indicating clearly relative 
deceleration in West Bengal’s standard of 
livingv/j-rt-v/s the all-India average. West 
Bengal’srelianceon the primary sectorfor 
delivering increments in output has been 
much greater compared to the rest of India 
and the contribution of the industrial sector 
much lower. The relative growth perfor¬ 
mance in the industries in the state has 
been low compared to India as a whole, 
especially since the 1970s, and worsened 
since the late 1980s. The only redeeming 
feature in the decade of 1980s for the state 
of West Bengal has been the spurt in the 


trend growth rate of agricultural produc¬ 
tivity much ahead of the all-India growth 
rate. This rise was accompanied by effec¬ 
tive distribution of surplus agncultural 
land among the landless labourers, thus 
raising the share of landholding of mar¬ 
ginal and small farmers in the state com¬ 
pared to the rest of India. Although West 
Bengal’s performance is much better than 
the national averages with respect to male 
and female literacy rates, its relative rank¬ 
ing among the states of India has declined. 
The proportions of poor to toul popula¬ 
tion ill rural and urban areas of the state 
are higher than the corresponding all-India 
averages. The issues of poverty and dejmva- 
tion are critical both for political economy 
discourses as well as for policy-making. 

II 

Aggregative View 

Poverty is a complex phenomenon, with 
multiple dimensions, which cannot be 
captured by a single definition applicable 
to all societies and regions at all times. 
According to Ravallion (1994). poverty 
can be said to exist in a given s(x;iety when 
indi viduals/houscholds donot attain a level 
of material well-being deemed to consti¬ 
tute a reasonable minimum by the stan¬ 
dards of that society. Thus poverty is a 
phenomenon of relativedeprivation where 
people are regarded as poor if they do not 
have access to diets, comforts and other 
entitlements that are customary in that 
society. Therefore, although for some 
specific purposes, we may define absolute 
poverty corresponding to a specific abso¬ 
lute or average norm, the phenomenon in 
ail its dimensions has relative connota¬ 
tions. The inherent pluralism in the con¬ 
cept of poverty has given rise to differ¬ 
ences in conceptualisation and measure¬ 
ment of the deprivations which have not 
only income, but also social, cultural, 
political and even physiological dimen¬ 
sions, relevant for a given society or region. 
Attempts to quantify the incidence of 
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poverty involve a study of the level and 
pattern of individuals’ personal consump- 
ti(Mi as well as their access to social benefits. 
For the practical purpose of segregating 
the poor from the non-poor, it would be 
useful to locus on a single criterion rather 
than multiple criteria, although fn>m an 
analytical and conceptual point of view, 
one should adopt a multi-dimensional 
approach. In what follows, I prefer to avoid 
use of composite indices, because weight¬ 
ing arrangements for the construction of 
such a composite index generally remain 
ad hoc. I shall concentrate on income/ 
expenditure deprivation aspect of poverty. 

The empirical literature on poverty in 
India is vast, and has covered many dimen¬ 
sions and genenated a lot of controversy. 
The major data ba.se has been provided 
by the household consumer expenditure 
.surveys conducted by the National Sample 
Survey Organisation (N,S.SO), supple¬ 
mented by other sources like the data 
generated by the ('cntral Statistical 
Organisation. Planning Commission, and 
reports ot vanoiis ministries of the central 
and the slate governments. The first major 
issue has been the choice of the poverty 
line to demarcate the poor from the non- 
ptHir. The exact estimates ot the incidence 
of poverty depend on the liKation of the 
poverty line and the methixis and norms 
underlying it. The idea of a basic mini¬ 
mum calone requirement and the estima¬ 
tion of the cost of the diet that .satisfy 
these requirements were the subjects of 
intcii.se debate among researchers during 
19fi0s and 1970s. While Bardhan (1970) 
and Minhas (l9hX) differed on the basic 
elements of the consumption basket for 
the prxir in both rural and urban areas, their 
estimates of rural and urban poverty in 
India did not differ more than 5 per cent, 
and were stable during the decade of 1960s. 
Bardhan (1973) also obtained estimates of 
inter-state variations in the incidence of 
rural poverty for 1960-61 and 1967-68. 
and found that between 1960-61 and 
1967-68, the niral head count ratio in 
West Bengal exhibited a shaip jump from 
22 per cent to 74 per cent, while the all- 
India proportion ro.se from 38 per cent to 
53 per cent during the same period. It may 
be noted that a sharp jump was noticed 
for most of the states by Bardhan (1973),* 
and this was mainly due to his u.se of all- 
India CPIAL, and all-India consumption 
basket as the basis of inter-.state variations 
in rural poverty. Among other studies 
attempting to e.stimate statewise poveity 
indices for the rural areas, one may mention 
Vaidyanathan (1974) and Bhatty (1974). 
Oan^kar and Rath (1971) had u.scd the 
calorie norm of 2,250 per capita per day 


for rural and 2.100 per capita per day for 
urban population to estimate foe poverty 
line and foe poverty percentages for foe 
country as a whole .The debate following 
their work raised the valid point of non- 
equivalence between an average diet and 
a minimum diet, and the need to lake into 
account both inter-personal as well as intra- 
personal variation in dietary pattern de¬ 
pending upon age, sex, climate, food habit 
and more importantly the type of work one 
IS engaged in to estimate the extent of 
malnutrition and poverty which are two 
related but distinct phenomena. Theirstudy 
took the country as a whole as the unit 
and did not contain any specific estimates 
tor the states. 

Nayyar( 1991) attempted to estimate the 
incidence ofrural poverty in different states 
ol India for 1961-62, 1970-71 and 1977- 
78. She used two alternative calorie norms 
of 2,200 and 2,000 per capita per day with 
N.SS data on consumption of different 
food items fordiffercntexpcnditureclasses 
in rural India. She used the consumer’s 
price index for agricultural labourers 
(CPIAL) for different states, to estimate 
the head count ratio (HC), poverty gap 
ratio (PG) and Sen's P-mcasurc for rural 
areas of different states and India as a 
whole. Her method is similar to (hat of 
Uandekar and Rath in the sense that she 
used calorie norm as the basis of her 
estimates of rural poverty, but she ex¬ 
tended the analysis to state-level disaggre¬ 
gation. I'able I summarises her estimates 
of the incidence of rural poverty for We.st 
Bengal and India fur foe three years 
mcnlinncd above. It isclearthat her poverty 
e.stimates arc sensitive to alternative 
calorie norms chosen to compute the 
poverty lines, and West Bengal on the 
whole exhibited a higher HC ratio and 
greater seventy of rural poverty compared 
to all-India averages during the period. 

In a country as diverse and large as 
India, the u.se of an all-India poverty line 
can he misleading. For meaningful esti¬ 
mates. one needs to consider the statc- 


spedfic dietaiy patterns and state-specifle 
retail prices faced by different fractile 
groups of income distribution to arrive at 
.state-specific poverty lines. The inter¬ 
temporal variations in these poverty lines 
provide a clue to success or otherwise of 
various poverty alleviation programmes 
introduced by the government from time 
to time. This was first suggested in a 
seminal paper by Montek Ahluwalia 
(1978) and extended in 1986 in response 
to Dharam Narain’s query about the impact 
of price variations on poverty estimates. 
He adopted the per capita consumer ex¬ 
penditure ofRs 15 per month (for 30 days) 
at 1960-61 prices adjusted wiAi the help 
of CPIAL as poveity line for estimating 
the trends in the incidence ot rural poverty 
(both HC rat io and Sen’s P-measure)during 
the period 1956-57 to 1973-74 for India 
as a whole and for the different states. He 
found that the percentage of population 
below poverty line declined through the 
1950s, RISC to a peak in 1967-68, and then 
declined substantially (hough in an un¬ 
even manner, through the 1970s. and a 
simi lar pattern was discernible tor the Sen- 
index as well. His time-series regression 
analysis revealed that (a) niral poverty 
was inversely related to agricultural in¬ 
come per head in rural areas, and this 
relationship was found to be .strengthened 
when agricultural income was lagged, and 
(b) there was a positive relationship be¬ 
tween poverty indices and price indices, 
but the absolute si/e of the response 
coefficient of price indices was found to 
have been much moderated when lagged 
agricultural income was included. Regard¬ 
ing state-level estimates of rural poverty 
(both HC as well as Sen’s mca.sure), 
Ahluwalia (1978) derived two types of 
estimates, one ba.sed on all-India dietary 
norm hut state-specific retail prices based 
on Chatteijee and Bhattacharya (1974) 
estimates of price relatives, and another 
based on state-specific dietary norms 
coupled with state-specific retail prices as 
was estimated by state-specific CPlALs. 


TaBLI: I • ESTIMATtS Ol- RuRAI. POVfcRI V ON THE BASIS OF ALTERNATIVE CaLORIE NoRMS 


_ Calone Norm _ 

2,200 Per Capita Per Day 2.000 Per Capita Per Day 

“RT-W P^Wcaiire “HC- PC P:McMiire 

(PerCcni) (Per Cent) 


t%l-62 


West Bengal 

70 92 

0.28 

0.25 

48.33 

0 20 

0.14 

All-India 

33.98 

0 25 

0.12 

21.14 

0.32 

0.07 

1970-71 

West Bengal 

79.56 

0.38 

0.39 

66.26 

0:20 

0.28 

All-India 

156.64 

0.27 

0.22 

41.84 

0.27 

0.15 

1977-78 

West Bengal 

72.77 

0.36 

0.34 

62.88 

0.21 

0.26 

All-India 

54.64 

0.32 

0.22 

42.52 

0.23 

0.14 


Simrrr Nayyar (1991), Chapter 2. 
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His second estimate udatig into account 
inter-state vanations in both the dietaiy 
norms as well as pnces is a significant 
contribution to our poverty studies, be¬ 
cause It incorporates all possible proxi¬ 
mate causes of variation in poverty 
estimates across states His regression 
^ analysis at the state level confirmed his 
hypotheses hut the significance of the 
relations differed across the states 
Gaiha (1989) extended Ahluwalia’s 
analysis by developing a logistic model, 
where 

on Ihc index of agricultural productivity 
(lAPP) and fluctuations of CPIAL from 
Its trend values (FCPIAL) for all years for 
the states While Gaiha could not find 
uniformity in the response pattern of 
those vaitables across the states his 
lindim.'s on West Bengal is worth noting 
1 he CO etficic nt ol lAPP was found to be 
positive but weakly significant, and that 
ol rC'PIAI was positive and strongly 
signilicant but there was a nsing residual 
lime inrnd which attested to the Bardhan’s 
(1985) hypothesis that agricultuial growth 
in West Bengal is immisensing Gaiha 
found similar results with the Sen index 
as well with the difference that the co¬ 
efficients ol lAPP were also statistically 
signilicant He concluded that West 
Bengal constituted a special case mas 
much as agricultural growth reinforced 
the iiniiiiscrisation tesulting from price 
fluctuations and the factois underlying the 
lime trend It may be noted that beyond 
1974 NSS has been conducting quin 
quennial surveys ol consumer cxpcndi 
lures on the basis of large samples of 
households while small or thin sample 
si/e IS relied upon tor consumer expen 
dituic survey s tor periods in between thus 
making proper lime series studies on 
poverty diflicult and foicing scholars to 
make ad hoc adjustments We shall return 
to this point later 

Planning Commission bsnMATEs 

Wc now move to the estimates of the 
incidence of poverty in rural and urban 
areas in West Bengal and India made by 
the Planning Commission from time to 
time Here several approaches arc discern 
ibic (a) use of all-India poverty line tor 
stales, and their updating tor inflation 
adjustment over the penod, (b) use of 
state-specific poverty lines on the basis of 
Fxpen Group methodology and (c) the 
consensus approach as is used currently 
(also denoted as modified Expert Group 
method) Tables 2 and 3 present the 


pereentage and number of pom in rural 
and utban West Bengal according to the 
Planning Commission and Expert Group 
methodology, and Table 4 presents the 
estimates according to modified Expert 
Group methodology, which is being 
adopted by the Planning Commission as 
official estimates from March 11. 1997 
It may be noted that the onginal Plan¬ 
ning Commission methodology uses all- 
Indiapoveity linesofRs49 1 andRs S6 60 
per capita per month respectively for 
rural and urban areas at 1973-74 prices 
corresponding to 2,400 and 2,100 cidones 
norm per capita per day for rural and urban 
areas, with the help of NSS 28th round 
(1973 74) consumer expenditure data It 
has updated the national poverty lines for 
subsequent years with the help of whole 
sale prices and GDP deflator for pnvate 
consumption estimated from the National 
Accounts Statistics, and assumes that the 
price vector of the consumption basket 
implicit in the estimated all-India poverty 
lines for 1973-74 and Us movement over 
time IS identical across all states and for 
rural and urban areas Such a restrictive 
assumption ol using all-India poverty lines 
and all India deflators for estimating the 
incidence of poverty across the states was 
perhaps motivated by the urgency of 


showing the dramatic success of the 
government in povetty alleviation, as both 
the percentage and number of poor people 
m West Bengal and India as a whole show 
dramatic decline dunng the penod, de¬ 
spite a high population growth and dis¬ 
parate movement in relative pnces of food 
and other articles in the states including 
West Bengal This procedure is not only 
arbitrary and defective because it sup¬ 
presses facts deliberately, but it also 
exposes the hollowness of poverty studies 
in our country since the early 1960s 
TTte Expert Group Methodology, popu¬ 
larly known as the Lakdawala Committee 
estimates, has made a number of refiiie- 
ments in estimating the percentage and 
number of poor across the states and India 
First of all, the Expert Group has consid¬ 
ered the valuation of the national con¬ 
sumption basket corresponding to all-India 
calorie norms implicit in the poverty line 
of Rs 49 and Rs 56 6 per capita per month 
at 1973-74 prices as used by the Planning 
Commission for rural and urban areas 
respectively with the help of state-specific 
pnces to estimate the state-specific poverty 
lines These state-specific poveny lines 
are plugged into state-specific NSS con¬ 
sumption expenditure distributions to 
denve the statewise head count ratios for 


Tabu 2 PFRCEHTAtiE cm- Poott in Wi-st Blngai and India 



Planning Commission Methodology 


Expert Group Methodology 

Year 



India 

West Bengal 

India 


R 

U C 

R 

u c 

R 

U 

C R 

U C 

1972 71 

64 (X) 

IS 90 S6 80 

S4 10 

41 20 51 50 

71 16 

14 50 61 19 5644 

49 21 54 91 

1977 78 

SI 16 

10 IS 4710 

46 11 

1182 4140 

6814 

18 71 60 65 53 07 

47 40 5181 

I98t 

IS 84 

19 40 IMS 

12 71 

21 68 10 08 

6105 

12 21 54 72 45 61 

42 15 44 76 

1987 88 

24 71 

16 44 22 49 

28 17 

16 82 25 49 

4810 

12 84 4199 1906 

40 12 1914 

I99t 94 

1114 

812 1194 

19 24 

10 11 16 82 

40 80 

22 51 15 69 17 27 

1166 1611 

Souk e 

’lanning C ommission 

1993 and Malhotra 

1997 






Tabu 1 Number op Piwr in West Beniial 











(In lakh) 



Planning Commission Methodology 

Expert Group Methodology 

Year 


R 

U 

C 


R 

U 

C 

1972 7t 


220 90 

41 60 

262 50 

257 96 

41 14 

299 10 

1977 78 


200 97 

19 68 

240 65 

259 69 

51 S5 

311 24 

I98t 


IS2 68 

10 07 

182 75 

266 65 

S0 4S 

117 10 

1987 88 


114 17 

28 24 

142 60 

219 09 

57 63 

276 72 

1991 94 


68 64 

16 S7 

85 21 

209 90 

44 86 

254 76 

Soun r Planning Commission 

1991 and Mallmtra 1997 




TaBLS 4 PCRCFNTACib AND NuMBtR OT PoOR BY MODiRFD EXPUT GrOIIP MtTUODOlOOY 



West Bengal 



India 


Year 

R 

U 

C 

Number of 

R 

U 

C 

Total 


(Per 

(Per 

(Per 

Poor 

(Per 

(Per 

(Per 

Number of 


Cent) 

CenO 

Cent) 

(Lakhs) 

Cent) 

Cent) 

Cent) 

Poor (Lakhs) 

1972 71 

71 14 

14 67 

6141 

29910 

56 44 

49 01 

54 88 

321316 

1977 78 

6814 

18 20 

60 52 

110 57 

5107 

45 24 

51 12 

1288 95 

1981 

6105 

12 32 

54 85 

118 69 

4565 

40 79 

44 48 

1228 97 

1987-88 

4810 

15 08 

44 72 

283 61 

19 09 

38 20 

18 86 

1070 49 

1991-94 

40 80 

22 41 

15 66 

254 56 

17 27 

12 36 

15 97 

1203 68 


Soun-f Malhoira 1997 
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rural and urban areas. Secondly, the group 
has added a federal dimension to the 
estimation of poverty when the all-India 
poverty proportions for rural and urban 
areas are derived as a ratio of aggregate 
statewisc number of poor to the total all- 
India population for rural and urban areas 
respectively, and not as a sequel to using 
all-India poverty lines on the all-India 
NSS consumption expenditure di.stribu- 
tion adjusted for parity with the national 
accounts stati.stics (NAS) estimates ot 
private consumption expenditure. Thus 
the Expert Group has used statewise NSS 
consumption expenditure distribution 
along with siatc-spetillc poverty lines in 
order to arrive as poverty percentages tor 
different slates. Thirdly, in order to arrive 
at statc-specilic poverty lines corresptind- 
ing to the baseline consumption basket tor 
1973-74. they have e.stiniatcd .statewise 
pnee dittercniials .separately for rural and 
urban areas with the help of specially 
constructed cost of living indices. The 
rPIAI, with 1960-61 as base year for the 
states IS used tor rural co.st of living in¬ 
dices. while a simple average of consumer 
price index ol urban non-manual employ¬ 
ees (CPIUE) and consumer price index for 
indu.stnal workers (C'PIIW) with 1960-61 
as base is used to construct the urban cost 
of living indices for the states. As per the 
suggestions of Minhas et al (1988), weights 
corresponding to the consumption pattern 
of middle 40 per cent of the rural popu¬ 
lation. and about middle 42 per cent of 
urban population by expenditure strata tor 
1973-74 have been u.scd to construct state- 
specific consumer price index for middle 
rural population (CPIMR) and Consumer 
Price Index for middle urban population 
(CPIMU) lor 1973-74 with 1960-61 as 
base, and using Fisher's index and state- 
wi.se price differentials constructed by 
Chatteijee and Bhattacharya (1974), the 
Expert Group has estimated the price 
differentials across states relative to all- 
India for rural and urban areas respec¬ 
tively to arrive at .staie-.spccific poverty 
lines for 1973-74, and updating them for 
subsequent years with the help of CPIMR 
and CPIMU for the corresponding years. 
The state specific poverty lines for each 
year and the state-specific unadjusted NSS 
per capita con.sumption expenditure dis¬ 
tributions enabled the Expert Group to 
arrive at state-specific rural and urban 
head count ratios. By using the statewise 
population figures of Registrar General of 
Census for rural and urban areas on the 
poverty proportions of states, the total 
number of poor in each state for each of 
the years have been calculated, before 
aggregating them to derive the number 


and propwtions of poor people in the rural 
and urban areas for IniUa as a whole. It 
may be noted that the Modified Expert 
Group Methodology that is now adopted 
as the official consensus approach of the 
Planning Commission differs from the 
Expert Group method described above on 
two counts: (a) it drops the CPIUE and 
uses only CPIIW for updating the urban 
poverty lines across states, and thus the 
estimates of urban head court ratio are 
slightly adjusted in all the states; and (b) 
it uses revised population figures so that 
the number of poor people in rural areas 
ot the states are slightly different even if 
the niral head count ratios are identical for 
the Expert Group and the Modified Expert 
Group estimates. 

We are now in a position to reflect on 
the state of the poor in West Bengal. Both 
the percentage of poor and the number of 
poor in rural West Bengal has declined 
sharply during the 1980s as per the Expert 
Group and Modified Expert Group esti¬ 
mates, and this decline is largely due to 
a combination of technology-induced 
'productivity upsurge in agricultural pro¬ 
duction, and iastitutional reforms like 
operation barga, land redi-stribution and 
decentralised planning through elected 
panchayats, which ensures equitable dis¬ 
tribution of the gains of growth across 
population groups. So far as number of 
urban poors is concerned, there seems to 
be an inverted U pattern between 1973-74 
and 1993-94, and this suggests the 
relative lack of effectiveness of urban 
poverty alleviation schemc.s. and slacken¬ 
ing of indu.strial growth in the state, 
particularly after the mid-198()s. But the 
overall picture m poverty reduction in 
We.st Bengal appears to be much better 
compared to all-India .scenario, and this 
suggests that in West Bengal, despite 
limitations at the micro-level, the poor 
have benefited more than the non-poor 
trom the developmental programmes 
undertaken by the I.cft Front government 
tor the last 21 years. 

Derivation ol a state-specific poverty 
line requires inlormation about (a) state- 
specific dietary norm and the composition 
of the basket that .satisfies this norm, (b) 
state-.specific retail prices of food articles 
to which people belonging to different 
expenditure classes are exposed, (c) state- 
specific distribution of consumption ex¬ 
penditure, and (d) state-specific provision 
of public goods and free goods which are 
enjoyed by people in rural and urban areas 
of the gi ven state. While information about 
(d) is difficult to obtain and evaluate, 
information about (c) is provided by the 
N,SS consumption expenditure survey data 


for different states. The Expert Group ($d 
not differentia between state-specific 
dietary norms, but made detailed inves¬ 
tigation into the construction of state- 
specific prices. Since differential and 
intertemporal information about state- 
specific diets are difficult to obtain, a 
b^ter way could be to do away with the 
roundabout ways of estimating the state- 
specific poverty lines by taking the .state- 
specific mean per capita total (food+non¬ 
food) consumption expenditure (MPCE) 
as the cut-off levels to differentiate the 
poor from the non-poor for rural and urban 
areas of each state of India ^parately for 
different time periods. The variations in 
MPCE include variations in dietary norms, 
consumption basket, and retail prices for 
that state on an average over the period, 
and if the state-specific MPCE is chosen 
as the poverty cut-off level for a particular 
state, then we need not bother about base 
period adjustments in coasumption basket 
as well as the retail prices. Such a proce¬ 
dure may be objected to on grounds of lack 
of comparability across states trom a 
common reference point. A common ref¬ 
erence point is however meaningless when 
we try to capture variations in deprivation 
levels in dif^ferent states, and the purpo.se 
of poverty alleviation measures in a given 
state is to alleviate those who fail to 
command goods and services that an 


Tabia .S. MPCE, HC Ratio, Gini and Sen's 
Measure at 1960-61 Prices 



Rural 

Rank Urban 
in India 

Rank 
in India 

A. MPCE 

1961-62 

19 83 

3 

38 00 

15 

1968-69 

14 93 

2 

31 30 

14 

1973-74 

17.21 

5 

37 39 

16 

1977-78 

18 46 

4 

31 91 

1.3 

1983 

19.92 

5 

35 77 

16 

1986-87 

22 90 

4 

38 43 

15 

B: HC Ratio 

1961-62 

70.92 

1 

62 97 

13 

1968-69 

59 21 

13 

61 45 

17 

1973-74 

62.20 

8 

63.90 

12 

1977 78 

63 90 

12 

66 50 

10 

1983 

62 20 

14 

67 00 

2 

1986-87 

60 40 

18 

69 90 

2 

C. GlNl 

1961-62 

0 2251 

14 

0.3246 

10 

1968-69 

0.2277 

14 

0.2810 

16 

1973-74 

0.2960 

3 

0.3170 

5 

1977-78 

0.2920 

12 

0.3240 

12 

1983 

0.2840 

9 

0.3350 

3 

1986-87 

0.2370 

18 

0.3320 

4 

D:P-meBSure 

1961-62 

0.3244 

rz 

0.4018 

10 

1968-69 

0.2670 

15 

0.3593 

16 

1973-74 

0.3573 

3 

0.3915 

6 

1977-78 

0.3555 

12 

0.3953 

11 

1983 

0.3418 

9 

0.4211 

5 

1986-87 

0.2826 

16 

0.4597 

2 
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«venge person in sttte is ottkled to 
the pievaiUi^ price income conngurations 
of that state. A person is deemed as poor 
in West Bengal if he faces entitiennent 
failure compared to what others in that 
state, on an average, are capable of achiev¬ 
ing, and not others, poor as well non-poor, 
in other parts of the country. 

Chatteijec and Bhattach^a (1997) have 
estimated HC ratio. Gini-cuefneient and 
Sen’s P-mcasure for rural and urban 
areas ot different states of India taking the 
state-specific MPCE for rural and urban 
West Bengal at 1960-61 prices as the cut¬ 
off level during the period 1961-87 with 
the help ot NSS quinquennial consump¬ 
tion expenditure distributions for the 
state. TTieir estimates of HC ratio, Gini- 
cocfficient and Sen's P measures for rural 
and urban areas ol West Bengal are pre¬ 
sented in Table 5. Certain interesting 
features about the incidence and severity 
ol poverty in West Bengal arc evident 
IromTable 5. They are: (a) West Bengal’s 
rank among all slates ol India both in niral 
and urban areas in terms of MPCE has 
remained more or less unchanged between 
1961-62 and 1986-87; (b) rural HC ratio 
tor West Bengal registered more than 10 
percentage points decline during the pe 
nod, but the urban HC ratio went up 
significantly. As a result. West Bengal 
which was first among Indian states in 
terms of rural poverty in 1961-62, ranked 
only 18th in 1986-87, whereas its 13th 
rank in the incidence of urban poverty 
detenorated considerably and it ranked 
second in urban HC ratio in 1986-87, 
(c) the extent of inequality in rural con¬ 
sumption distribution in West Bengal has 
gone up slightly during the period, but the 
rank ot the rural Gini has declined. A 
completely reverse picture emerges with 
respect tocoasumption inequality rankings 
in urban areas of West Bengal (it has gone 
up from 10 to 4). although the Gini-co- 
efficient in urban areas has registered only 
mild increment over the years; (d) the 
seventy of poverty as measured by Sen’s 
P-measure has appreciably dismis.sed in 
rural West Bengal, hut in urban areas ol 
the state, it has gone up significantly, 
pushing its rank to 2 in 1986-87 compared 
to 10 in 1961-62. It thus appears that the 
urban areas of West Bengal pose serious 
and intneate challenges to policy-makers’ 
aim to diminish the incidence and severity 
of poverty in West Bengal. But the relative 
success in poverty alleviation in rural areas 
of West Bengal is clearly a lcs.son for India 
as a whole, although the head count ratios 
for both rural and urban areas as estimated 
on the basis of MPCE as the cut-off level 
are much higher than those arrived at by 


thd Expert (kx»p, cr die mexfified con¬ 
sensus approach now being accepted by 
the Planning Commission. 

DETERMINANTES of POVF.RTY INDICES 

What could be the proximate determi¬ 
nants of the behaviour of poverty indices 
over time? This is an important yet tricky 
question whose solution requires time- 
.senes information on the relevant eco¬ 
nomic variables. As a first step, one would 
have to construct the time-series of pov¬ 
erty indices - HC, Gini or P-measures, 
which again would require mixing esti¬ 
mates based on large .sample quinquennial 
surveys of NSSO with its annual expen¬ 
diture survey data based on small/thin 
samples. This poses the danger of biased 
estimates based on too thin sample sires 
being u.sed for prediction, as N S lyenger 
(1997) has rightly pointed out. There 
seems to be no way out but to use the 
estimates based on two types of samples. 
Chatteijee and Bhattacharya (1997) have 
estimated the HC ratio, Gini-coefficient 
and P-mcasure for rural and urban areas 
of the states for periods in between the 
quinquennial survey years of NSS with 
the l^lp of annual expenditure data. 

There is a debate in the literature on 
poverty studies in India regarding the role 
ot growth and distribution factors. Whether 
the ‘trickle down’ effect of growth is 
sufficient to eradicate poverty or whether 
state-sponsored distribution mechanism 
IS ncces.sary for the purpose, has been 
debated by our policy-makers for long. 
According to Ravallion and Dutt (1996a, 
1996b). economic growth factors domi¬ 
nate the distribution factors in diminish¬ 
ing the incidence of rural and urban poverty 
in India, and further that growth in the 
agricultural sector is seen to have exerted 
significant diminuitive impact on the 
incidence of rural poverty in India as a 
whole. Tochcck the relevanceof the above 
mentioned hypothesis of Ravillion and 
Dutt. Chatlcrjee and Bhaitacharya <1997) 
havecstimaudthefbllowingreiuiionshipc 

HCu=ao+a,SHAG+ot2PCYAG+u, ..(1) 

pR = Po + P, SHAG + P^ PCYAC + ut ...(2) 

where HCg is the estimated HC ratio for 
rural areas, SHAG is the share of agricul¬ 
ture in the .state dbmestic product (SDP), 
and PCYAG is the per capita income 
generated in the agricultural sector. For 
the urban areas, non-agriculture sector is 
used in place of ^riculture sector such 
that the estimable equations for the urban 
areas are; 

HCu = 0 ^+ 0 , SHNAG+ Oj PCYNAG +ij,...( 3) 
Pu=%+e, SHNAG+e^ PCYNAG+ 1^ ...(4) 


The tfttioiiak of the above leJatioii^lipji 
has been to test the extent to which tte 
relative importance of the agricultural and 
the non-agiicultural sectors in the state 
domestic product of West Bengal and the 
per capiu income generated in the two 
sectors respectively have a bearing on the 
behaviour of the incidence of poverty in 
rural and urban areas of the state over the 
period. It is true that stnictural shifts in 
the economy in the form of regime switch¬ 
ing make the linear time series estimates 
inappropriate. To avoid this problem, the 
sectoral shares in the SDP, rather than the 
annual growth rates have been used as 
explanatory variables toasceitainthe niaure 
of associations, and not causality, bet¬ 
ween the variables. The e.stimated equa¬ 
tions for the rural and urban areas of West 
Bengal respectively during 1961-87 are: 

HCr = 85.761 - 0.50920SHAG 
(14.00) (-3.340) 

-0.0082 PCYAG 
(-4.13) 

r2 = 0.454: DW = 0.710; F = 9.58. 

Pr = 0.3951 - 0.0020SHAG 
(4.52) (-0.956) 

-0.00001 PCYAG 
(-0.358) 

R2 = 0.675; DW = 0.30; F » 13.932. 
HCu = 53.202 - 0.1336 SHNAG 
(14.00) (-2.02) 

-0.0040PCYNAG 

(-9.72) 

r2 = 0.901; DW = 0.30; F = 104.51. 

It is clear that the share of agricultural 
sector and per capita income in the agri- ' 
cultural sector have significant negative 
impact on rural HC ratio for West Bengal, 
but the effect is not significant on Sen’s 
P-measure for rural areas of the state during 
1961-87. For the urban areas of West 
Bengal, both the HC ratio and P-measure 
have been influenced significantly in the 
inverse direction by the share of the non- 
agricultural sector and per capita income 
from the non-agricultural (secondary plus 
tertiary) sector. Ibus growth effects ap¬ 
pear to be significant in poverty reduction j 
in both rural and urban areas of West 
Bengal, but the effects appear weak on the 
severity of poverty in rural areas and 
significant on the severity of poverty in 
urban areas. Further investigations into 
such relationships are required to test the { 
.significance of the success of poverty | 
alleviation endeavours in the state. With I 
suitable specifications, one may test the ' 
importanceofmovementsininter-sectoral ^ 
terms of trade, technological progress, 
public investment in infrastructures and ^ 
also the role of institutional reforms in 
rural and urban areas as are undertaken 
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by Che state government since 1977. One 
may also suimise the relationship, if any. 
between the decline of the industrial sec¬ 
tor in the state during the 1980s, and the 
behaviour of urban poverty indices. All 
these would, however, require suitable time- 
series information on the relevant variables, 
which at present, are difficult to obtain. 

The aggregative view surveyed in this 
section suggested a mixed picture of 
poverty in West Bengal. The arbitrary 
choice of the poverty lines in various all- 
India and inter-state studies have some¬ 
times created tal.se impressions, or erro¬ 
neous signals to the policy planners in the 
state as well as in India as a whole. On 
the whole, however, the decade of l‘)80s 
saw significant reductions in the percent¬ 
age of rural proverty in the state, although 
no such general claim could be made about 
the incidence of urban poverty in West 
Bengal. We need to supplement the 
aggregative view with the insights of some 
studies exclusively made for the state of 
West Bengal, followed by selective mi¬ 
cro-studies which would help us focus on 
.some serious problem areas. 

Bmadly speaking, available .studies can 
he categorised into two groups, namely, 
those dealing with rural poverty and those 
dealing with urban poverty in West Ben¬ 
gal. The Planning Advisory Board (1979) 
had attempted to estimate the percentage 
of poor in rural West Bengal during 
196.^-64 and 1973-74, on the lines of 
Dandekar and Rath methodology, while 
Da.sgupta (1989) attempted to estimate the 
extent of urban poverty in the state during 
1966-67 and 1973-74. Jose (1984) used 
alternative indicators like land distribu¬ 
tion. pattern ol landholding by tKcupa- 
tional groups, availability and actual con¬ 
sumption of cereals, real wage rates of 
agricultural workers, and access to health 
and educational facilities in the rural areas 
during I9()0s and 1970s. Bardhan (1987) 
has u.sed the NSS survey on employment 
and unemployment in urban areas of West 
Bengal during 1977-78 to relate the urban 
poverty indices for various occupation 
groups to the different .socio-economic 
characteristics and found that household's 
level ot living was higher in districts 
belonging to main urban agglomeration 
and where the importance of manufactur¬ 
ing and repair services is larger and in 
districts where the average foodgrains yield 
is larger compared to other districts. 

in 

The 1970s and the 1980s 

We have mentioned the importance of 
using state-specific dietary norms along 
with .state-specific retail prices to arrive 


at the poverty lines for nirel and urban 
areas of a state. Fortunately for West 
Bengal, the Calcutta-based All-India 
Institute of Health and Hygiene has es¬ 
timated an average Bengali diet for rural 
and urban areas of the state which conform 
to intakes of 2,400 calories per c^ita per 
day for rural areas and 2,100 calories per 
capita per day for urban areas. These 
dietary norms represent the average 
requirements of sedentary male workers 
in rural and urban areas of the state 
repcctively, and not any nutritional mini¬ 
mum. Variations acmss gender and other 
types of work are ignored to .simplify 
compulation. 

With the help of the,se average Bengali 
diets for rural and urban areas of West 
Bengal, Chatteijce (1991) has estimated 
the incidence of rural and urban poverty 
in the state during 197()s and 1980s, using 
the quinquennial consumption expendi¬ 
ture data of the NSSO. The estimates of 
HC ratio. Gini-coefficient, poverty gap 
index and Sen's P mea.sure for rural and 
urban areas of West Bengal are presented 
in Tables 6 and 7, respectively. 

The average Bengali diet is bia.sed to¬ 
ward cereals, particularly rice, includes 
milk, and shows a preference for fish as 
a .source of protein. For both rural and 
urban areas, the cost of the recommended 
diet is calculated using the consumer retail 
prices made available by the National 
.Sample Survey Organi.sation (NSSO) and 
the Bureau of Applied Economics and 
Statistics (BAES), respectively. Having 
calculated the monthly cost of the food 
intake, all that is needed to arrive at the 
poverty line is to add an appropriate non¬ 
food component. One minus the average 


Engel ratio for all classes Ms been as¬ 
sumed to be the required proportion of 
non-food expenditure to total expendi¬ 
ture. The average Engel ratio is ob^rved 
to be around 73 per cent for rural areas 
and around 61 per cent for urban areas for 
most of the years considered in the study. 
The formula for the poverty line (per capita 
per month) is therefore die monthly per 
capita cost of the minimum average diet 
divided by 0.73 for rural areas and by 0.61 
for urban areas. Rents have been excluded 
from the calculation of non-frxxl consump¬ 
tion expenditure for urban areas because 
of estimation problems. The ultra poverty 
line is defined as 80 per cent of the usual 
poverty line. 

Rurai. PoVt-,RTY 

Regarding the estimates of rural poverty 
presented in Table 6, some observations 
may be made. First, the very high rural 
HC estimate for 1973-74 (nearly 80 per 
cent) is partly due to the prevalence of 
drought in that year. By 1974, theCPIAL 
food index had risen by .S5..*> per cent 
compared to 1972. This HC estimate is 
therefore clearly abnormal. The year 
1977-78 .saw heavy rainfall and Hoods in 
many parts of the state. In 1983, the rainfall 
was moderate to low, but after 1983 West 
Bengal experienced consistently good 
rainfall. The HC estimates for 1973-74 
and 1977-78 may therefore be interpreted 
as poverty during the worst of times. The 
figure for 1986-87 similarly represents 
poverty during relatively belter times. 
Second, the poverty lines and their 
associated HC estimates for both rural and 
urban areas may be compaidd with the 
mean expenditures (at current prices) and 


TaBIF 6 PoVbRIY AND iNkgUALIIY IN RURAL WbST BlNOAL, SEI FfITIl Yr.ARS 


Me-asurcs 

1973-74 

1977-78 

1983 

1986-87 

1988-89 

Poverty tine per capita per month (Rs) 

62.9.1 

72.29 

124 51 

139 14 

1.56.3.3 

lleail count ratio (per cent) 

79.42 

76 85 

74 95 

60.50 

.53 10 



(-0.81) 

(-0.50) 

(-6.43) 

(-6 ID 

Poverty gap measures 

0..S7? 

0.497 

0.474 

0.343 

0..302 



((-3 2) 

(0.92) 

(-9.21) 

(-5.98) 

.Sen's P-measure 

0.4.S4 

0.383 

0.366 

0.229 

0.196 



(-3 90) 

(-0 89) 

(-12 47) 

(-7 21) 

Ciini-cocriicicnt 






No intra-class inequality 

0.300 

0 296 

0.289 

0 241 

0.216 


(-0.33) 

(-0.47) 

(-5.54) 

(-5.19) 

Intra-class inequality 

0.305 

0.299 

0.293 

0.247 

0.230 



(-0.49) 

(-0.40) 

(-5.23) 

(-3.44) 

Head count ratio for ultra poor (per cent) 

66.74 

64.70 

58.83 

38 27 

.32 60 



(-0.76) 

(-1.810 

(II 6.5) 

(-7.41) 

Number of poor (millions) 

29.40 

30 94 

31.47 

27.07 

25 00 

Mean per capita consumption 

45.50 

.50.50 

55.40 

63.78 

68.98 

expenditure at 1973-74 prices (Rs) 
Percentage of population below mean 


(1.6) 

(1.9) 

. (5.04) 

(.3.46) 

expenditure line 

47..50 

59.27 

104,59 

1.39.02 

169.98 

62.40 

64.00 

62.16 

60.41 

61.23 


Miif; Figures in parentheses are the annual average growth rale since the previous observation. 
Sourer: National Sample Survey Organisation (various years). 
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the flercenu^ at {peoiiie living be)0w 
them. Fortheyean lS>73-74,1977-78and 
1983 even the average standard of living 
fell below the poverty line in rural area.s, 
and this only reached the poverty line 
level in 1986-87 in rural areas. A look at 
the percentage changes in the rural areas 
(Table 6) leads to the conclusion that 
poverty has fallen .significantly during the 
two decades under consideration. The 
pattern, however, ha.s not been uniform. 
Three sub-periods can be identified ac¬ 
cording to the rate of change of the poverty 
indices: (a) the period of moderate to low 
rates ot tall, (b) a somewhat stationary 
situation marks the period 1977-78 to 
1983, and (c) the rate of fail is significant 
and faster after 1983 «>mpared to the 
previous periods. The patterns of change 
of the HC ratio and of the mean expen¬ 
diture (ME) at 1973-74 prices are similar. 
The correlation coefficient between the 
annual average growth rate of the ME and 
the annual average growth rate of HC is 
a high - 0.925. The Indian government 
started to implement its direct anti-pov¬ 
erty programmes after 1981. Whether the 
relatively faster rate of fall in HC and rise 
in ME in rural areas of the state after I98t 
compared to the previous penods arc due 
to the direct attacks on poverty or to pure 
economic growth is an open question. The 
broad pattern of change in poverty indices 
is, however, much more pronounced for 
the poverty gap (PG) measure and Sen's 
measure (P) than for the HC ratio. The 
correlation coefficient between the annual 
average growth rates of PG and HC is 0.99 
and that between the growth rates of P and 
HC is 0.993. 

Although the rate of fall in the rural HC 
ratio IS negligible during 1973-78, the 
rates of fall in PG and P arc much more 
.significant. This implies that during this 
period the average standard of living of 
the rural poor went up (PG measure) and 
the inequality among them (P measure) 
went down. In other words, the intensity 
of poverty fell even though the percentage 
of poor people might not have changed 
much. It is in this sense that we characterise 
this period as a period of moderate to low 
fall in the incidence of poverty. The period 
between 1977-78 and 1983 is marked as 
a stable period so far as the incidence of 
rural poverty in the stale is concerned 
hccau.se both the percentage of poor people 
and the intensity of poverty showed little 
change. Poverty fell significantly both in 
term's of the proportion of poor people and 
'intensity after 1983. The absolute number 
ol poor also fell. The pattern of change 
in the HC of the ultra poor is roughly 
.similar to that of the HC of the poor, with 


one ms^tfiffetmee. oamely, the nteof 
fall in the HC of the ultra poor seems to 
he somewhat larger during 1977-78 to 
1983. Once again the rate is especially 
significant between 1983 and 1986-87. 
On the whole, the situation of the ultra 
poor in niral West Bengal seems to have 
improved more than that of the poor after 
1977-78. 

A comparison of the two estimates of 
the Gini-coefficient reveals that intra-class 
inequality, although a small percentage of 
overall inequality, has increased over the 
years. Overall inequality has diminished 
over the years, though not at a uniform 
rate. The fastest rate of fall occurred during 
1983 to 1986-87. From 1973-74 to 1983 
the rate of fall was negligible. The cor¬ 
relation coefficient between the average 
growth rates of ME and the Gini-coef- 
ticient IS -0.99. Economic growth in the 
rural areas may therefore he said to have 
benefited the poor more than the non-poor 
during the two decades, particularly after 
1983. 

The PG index, which may be interpreted 
as the proportion of total expenditure that 
mast be transferred from the non-poor to 
the poor, to raise the latter's consumption 
up to the poverty line, tells a similar story. 
For the years 1973-74,1977-78 and 1983 
the PG estimates were 57 per cent, 50 per 
cent and47 percent, respectively. Expen¬ 
diture of the non-poor however con.sti- 
tuted only about 39 per cent, 32 per cent 
and 44 per cent, respectively, of total ex¬ 
penditure. This seems to .sugge.st the view 
that reduction in inequality during this 
period is related to the implementation of 
direct anti-poverty programmes in rural 
areas. The increase in rural inequality in 


many states between 1983 and 1986-87 
may have been due to a shift of emphasis 
from pure anti-poverty programmes to¬ 
ward growth-promoting policies.11ie con¬ 
tinued impoitance of the former in West 
Bengal may explain why inequality fell 
significantly after 1983. 

Urban Poverty 

The growth rates of the poverty inditxs 
for urban areas of West Bengal (Table 7) 
reveal once again three distinct phases of 
change: (a) poverty increased during 
1973-74 to 1977-78 ; (b) the indices fell 
at a significant rate during 1977-78 to 
1983; and (c) the fall was much less dis¬ 
cernible after 1983. The pattern of change 
of urban poverty was thus quite contrary 
to the pattern of change of rural poverty. 
For the period 1973-74 to 1977-78, in 
urban areas of the state the mean expen¬ 
diture and'poverty moved in the same 
direction, although the rate of growth ME 
was negligible. Thus, economic growth 
was immiseri.sing in urban areas. ME and 
poverty indices moved in opposite direc¬ 
tions rfter 1977-78. The correlation co¬ 
efficient between the annual average rates 
of growth of ME and HC is around -0.44 
in urban areas, which is significantly 
smaller than the corresponding figure for 
rural areas. This sugge.sts that the trickle- 
down mechanism was more effective in 
rural areas than in utban areas. In rural 
areas, the presence of direct anti-poverty 
programmes may have ensured that the 
IruiLs of economic growth went largely to 
the poor. The absence of such programmes 
in urban areas may have weakened the 
trickle-down effect. Not only did the HC 
ratio go up over 1973-74 to 1977-78, but 


Tabii-. 7- Povrarv and iNtQUAUiv in Urban Wist Blncal, Shkiuj YfcARS 


Mcasure.s 

197.1-74 

1977-78 

1983 

1986-87 

1988-89 

Poverty line per capita per month (Rsl 

69.51 

90.00 

129 00 

175.51 

188.42 

Head count ratio (per cent) 

55 00 

.58 22 

46 71 

45 15 

44 19 



(2.46) 

(-3..S9) 

(-1 11) 

(-1.06) 

Poverty gap mea.suies 

0 308 

0.315 

0.226 

0 209 

0.191 



(0 S&O 

(5 65) 

(-2..50) 

(-4.31) 

Sen’s P-mea-suie 

0 230 

0264 

0.182 

0.183 

0178 



(063) 

(0.67) 

(0 29) 

(-1.37) 

Gini coefficient 






No intra-class inequality 

0 320 

0 328 

0 339 

0.336 

0.330 



(063) 

(0.67) 

(-0.29) 

(-0.89) 

intra-class inequality 

0.327 

0.333 

0.3.50 

0.372 

0..38I 



(0.46) 

(1.02) 

(2.09) 

(1.21) 

Head count ratio for ultra poor (per cent) 

35.72 

53.61 

30.77 

.30.80 

25.00 



(12.52) 

(-8.52) 

(0.03) 

(-9.41) 

Number of poor (millions) 

3 80 

6.00 

7.00 

7 17 

7.24 

Mean per capita consunqition expenditure 

80.76 

81.57 

90.21 

101.20 

101.53 

at 1973-74 prices (Rs) 


(0.25) 

(2.12) 

(4.06) 

(0.16) 

Percentage of population below mean 






expenditure line 

80.76 

97.13 

169.95 

242.62 

268.67 


64.00 

63.70 

64.81 

67.62 

66 18 


Note: Figures in parentheses ate the annual average growth rale since the previous observation. 
Source: National Sample Survey Organisation (various years). 
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the average level of living of the poor 
also fell. The inequality among the urban 
poor, that is. the intensity of poverty, rose 
significantly. This clearly was the worst 
period for the urban poor. The best period 
was between 1977-78 and 1983, when 
all these indices of poverty recorded the 
fa.ste$t rates of decline. The period 1983 
to 1986-87 was somewhat mixed. Whereas 
the HC fell at a moderate rate and the 
average level of living rose, inequality 
among the poor worsened .somewhat. The 
correlation coetficicnt between the rates 
of growth of PO and IIC’ is 0.99, higher 
than that tor rural areas. I'he correlation 
coefficient between P and HC is 0.76, 
which is less than in rural areas. The pattern 
of change for the urban ultra poor is roughly 
similar to that for the urban poor in gen¬ 
eral. The ultra poor seemed to have been 
more adversely affected during 1973-74 to 
1977-78 and better off between 1977-78 
and 1983 and after 1986-87 than the urban 
poor in general. Unlike in rural areas, the 
absolute number of urban poor ro.se .sub¬ 
stantially during the I wo decades, with the 
worst change occurring once again be¬ 
tween 1973-74 and 1977-78. 

Analysis of changes in urban inequality 
reveals some interesting features. First, 
inter-class inequality rose slightly during 
the two decades, although growth rates 
were positive up to 1983 and negative 
thereafter. The ri.se is. however, more 
marked for overall inequality, especially 
after 1983. Thus, intra-class inequality* 
has become much more noticeable over 
the years in urban areas. Inequality in 
general, and intra-class inequality in par¬ 
ticular, is higher in urban than in rural 
areas. The correlation coefficient between 
the average growth rates in the overall 
Gini index and ME is 0.99 in urban West 
Bengal. Thus in urban areas, as compared 
to rural areas, growth seems to have been 
accompanied by worsening inequality, 
although in both cases, the situation of the 
non-poor has improved more than that of 
the poor. The direct anti-poverty 
programmes seem to have played an 
important role especially in rural areas. 

Di-roMPosmoN 

Chatterjee (1991) has also presented an 
analytical decomposition of the changes 
in poverty over the different periods into 
changes due to pure growth (growth 
effect) and those due to changes in distri¬ 
bution (distribution effect) following Jain 
and Tendulkar (1990) and Ravallion and 
Ehitt (1990) methodology. For each of the 
years, 1977-78, 1983, and 1986-87. head 
count ratios were simulated by assuming 
that the distribution of the previous period 


(1973-74 for 1977-78.1977-78 for 1983, 
and 1983 for 1986-87} remained un¬ 
changed, whereas the expenditure of in¬ 
dividuals increased by the same percent¬ 
age as the ME for the total. The difference 
between the actual HC of the previous 
round and the simulated HC for the next 
round is defined as the pure growth effect, 
because if distribution had remained 
unchanged, but mean expenditure had gone 
up. then the simulated HC would have 
been the actual HC for the next period. 
The difference between the .simulated HC 
and the the actual HC for the .same period 
gives the di.stribution effect.The results of 
the above simulation excercise are given 
in Table 8. 

Forthe mral areas for all the three periods, 
the growth effects have been larger than 
the distribution effects. This implies that 
for the poor in the rural areas growth- 
promoting strategies were likely to have 
made a greater impact on poverty than 
redistributive strategies. During 1977-78 
to 1983, distribution has partially offset 
the favourable impact of economic growth 
on rural poverty. From Table 7. the Gini- 
coefficient is .seen to have gone down over 
the period. The positive distribution effect 
is thus quite understandable. In urban areas 
the distribution effect is larger than the 
growth effect for the first period, which 
is not surprising as the growth rate during 
this period was negligible. During the first 
and last periods the distribution effects are 
quite significant and positive, which means 
tliat a worsened di.stribution has largely 
destroyed the benefits of economic growth 
for the pextr. Inequality thus seems to 
contribute more to poverty in urban areas 
than in rural areas. This calls for a 
reorientation of distributive policies pur¬ 
sued by the government from rural to 
urban areas. 

Chatteijee (1991) has also found that 
there has been an acceleration of agricul¬ 
tural productivity in West Bengal after 
1983, which coincides with the period 
when the incidence of rural poverty in the 
state has registered the sharpest decline. 
He argues that the diminution of rural 
poverty since the early 1980&was mainly 
due to the upsurge in agricultural produc¬ 
tivity in the state during the period, which 
was due to the adoption and spread of 


‘green revolution' technology across die 
state. The onset of direct anti-poverty 
programmes throughout India with mas¬ 
sive public investment in lurai asset/infra¬ 
structure creation also contributed to this 
growth and prosperity in rural We.st Bengal 
and the consequent decline in the inci¬ 
dence and intensity of rural poverty, 
particularly among the ultra-poor. The 
importance of the institutional reforms 
introduced by the Left Front government 
in West Bengal since 1981 in the form of 
regi.stration of bargadars (share croppers >, 
di.stribution of surplus land among the 
landless, and the decentralisation of 
administration through diccted rural 
panchayats in the state, cannot be ignored 
in this context, but the exact statistical 
decomposition of the effects of techno¬ 
logical change, institutional change and 
of changes in public investment are dif¬ 
ficult to obtain. This may form the rc- 
.search agenda for the future. For further 
details, one may refer to Chatteijee, Roy 
and Bhattacharya (1991). 

To assess the extent of inter-district 
variations in the standard of living in West 
Bengal during the last two decades, the 
first important question that we address 
is the nature and extent of interdistrict 
disparities and the ranking of districts by 
direct and indirect indicators of the stan¬ 
dard of living. Due to the absence of 
consumption expenditure data at the di.s- 
trict level in rural areas, wc have used such 
indirect indicators as agricultural produc¬ 
tivity of rice per hectare, the money wage 
rate of agricultural labourers, and the per 
capita rural district domestic product to 
rank the districts. For the urban areas we 
rank the districts by the head count ratio 
and the Gini-coefficient, calculated from 
the Family Budget Survey data of 1976-77. 
Tabic 9 presents the ranking for rural and 
urban districts of West Bengal. 

Certain interesting features emerge from 
Table 9. First, since average food produc¬ 
tivity per hectare is closely correlated with 
poverty in rural West Bengal, the second 
column, which ranks the districts in de¬ 
scending order ba.sed on rice productivity 
per hectare, gives us an idea about the 
districts which are relatively poor, with 
the poorest five being Jalpaiguri, 
Darjeeling, Cooch Bchar, West Dinajpur 


Tabu 8- Decompckoion or Total Change in Poverty into Growth and Distribution Eftects 

_ Rural _ Urban 

Period Actual Change Crowlh Distribution Actual Change. Growth Distribution 



in HC Ratio 

Effect 

Effect 

in HC Ratio 

Effect 

Effect 

1971-74 10 1977-78 

-0.81 

-0 80 

-0.001 

2.46 

-0.12 

2.82 

1977-78 to 198.1 

-0..S0 

-1.52 

-1.12 

-1.95 

-2.27 

1.89 

1981 to 1986-87 

-6.41 

-4,67 

-2.04 

-l.lt 

-6.06 

5.12 


Source: Computed from Tables 6 and 7. 
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and Punilia. Rice, which ilthe state’s 
principal food crop, is used as a proxy for 
total food because of the unavailability of 
dau on the latter. Second, since agricul¬ 
tural labourers constitute the single most 
important subclass of poor people, the 
third column ranks the districts by the 
agricultural money wage rate in descend¬ 
ing order. Considerable variations exist in 
money wage rates across districts. Al¬ 
though no discernible trend in the co¬ 
efficient of variation has been obtained 
over the years, the average value of this 
LS no less than 17 per cent. This finding 
also complements the evidence provided 
by the data on the effect of food produc¬ 
tivity on the existence of regional dispari¬ 
ties. The rankings of the districts in second 
and third columns, however, do not match 
to any great degree, suggesting the cxi.st- 
ence of other major influences on the 
agncultural wage rate apart from food 
productivity. The rank correlation co- 
efticient is only 0.51. 

Neither ol the rankings presented in the 
.second and third columns of Tabic 9 match 
well with tho.se of the fourth column, 
which IS ranked on the ba.sis of per capita 
district domestic product in descending 
order. The ranking of the fourth column 
IS, however, closer to the second than to 
the third: The rank correlation coefficipnt 
between the former is about 0.61, whereas 
that bciwecn the latter is only 0.49. As we 
have argued in earlier sections, poverty in 
rural Bengal is primarily linked to low 
agricultural productivity, and thus the 
second and fourth columnsshould be given 
greater wcightage i n deciding which of the 
districts aie lelutively backward in rural 
areas. In the final analysis. Buidwan, 
Howrah and Ilooghly appear to be among 
the most prosperous rural districts, while 
West Dinajpur, CtxKh Behar and Jalpaiguri 
are among the poorest. In so far as urban 
poverty is concerned, the coefficient of 
variation of the HC ratio between the 
districts was as high as 31 per cent. The 
flftl) and sixth columns of Table 9 are 
ranked in a.scending order of magnitude, 
and the rank correlation coefficient be¬ 
tween the two columns is quite significant 
at 0.66. Thus, tho.sedistrictsof West Bengal 
that suffer from higher levels of urban 
poverty were also the ones with higher 
levels of inequality. This corroborates the 
earlier rc.sult which indicates that in urban 
areas of the state, poverty and inequality 
go hand-in-hand and are more important 
from the point of public policy than rural 
deprivations. 

The important point to note about 
poverty studies .specific to West Bengal 
is that they reflect a much better and realistic 


picture fdxHit Ae poverty scenario in die 
state than can be deriv^ from all-India 
or inter-state studies. The real difficulty 
in extending the various hypotheses about 
rural and urban poverty in West Bengid 
for subsequent periods is the lack of 
comparable time-series infomuttion on 
major economic variables, and their dis¬ 
aggregation across the districts. The of¬ 
ficial machinaty on disaggregated data 
collection and their preservation in West 
Bengal is rather weak, and beset with 
conceptual difficulties in their estimations. 
As a result, state-level aggregative data on 
poverty and cteprivations in West Bengal 
need to be supplemented by micro-level 
case studies which focus on not only 
income-based poverty and food depriva¬ 
tions, but also give valuable qualitative 
information about entitlement failures on 
a number of aspects like education, health, 
shelter, credit availability, wage-employ¬ 
ment .solutions, etc. In section IV wediscuss 
the findings of some of the major micro- 
studies on poverty, deprivations and stan¬ 
dard of living in West Bengal. 

IV 

Micro Views 

TTie aggregative view as dicussed above 
basically gives average picture about the 
extent ot poverty in the state, but the 
distribution of the facilities or depriva¬ 
tions across socio-economic groups or 
other dimensions of li vi ng standards could 
be gauged through micro-studies based on 
field surveys/re.surveys such that panel 
comparisons could also be made. One may 
refer to two important studies in this 
connection. Maitra (1988) reports the 
n.\sults of a sample survey of households 
in rural areas of West Bengal conducted 


m 19‘/6 to assess the actual perfonnanoe 
of minimum needs programmes and the 
provision pf health ^ education among 
the poof, classified accordii^i to alterna¬ 
tive socio-economic strata. Bhattachaiya 
et al (1987) have undertaken a resurvey 
of the three districts of West Bengal - 
Bardhaman, Bitbhum and Puralia - U> 
cover the villages and households which 
were covered by the NSS survey in its 27th 
round (1972-73) and 28th rounds. Both 
the stupes point to the pathetic state of 
social infrastructure in the state of West 
Bengal with very little improvement over 
the years, except for Bardhaman district 
which shows some remarkable improve¬ 
ments. This calls for serious policy inter¬ 
ventions as market forces and private 
initiative seem to have failed to distribute 
the gains of growth in an equitable and 
perceptible manner. 

A recent study on the replicability of 
block based special public works schemes 
of ILO at Bundwan and Manbazar II blocks 
of the Purulia district in West Bengal by 
Bagchi, Chatterjee, Chattopadhyay and 
Moitra (BCCM, 1995) reveals some in¬ 
teresting lessons about poverty alleviatirm 
in West Bengal. Although inequality in 
landholding in rural areas is considered 
one of the main rea.sons for inequality in 
income distribution and abject pover^ in 
rural areas, and the state government has 
initiated measures for effective r^istribu- 
tion of surplus land among the landless 
labourers, there was hardly much differ¬ 
ence in the living standards of marginal 
farmers and landless labourers in the 
state, both of whom were extremely poor. 
But the successful completion of minor 
irrigation .schemes of the ILO and effective 
distribution of water to the fields through 


Table 9: Ranking of Disnucis by Indicators of Standard of Living and of Poverty 


Distnets 

Agncultural 
Productivity 
(Rice) Per Hectare 

Agncultural 

Money 

Wage 

Per Capita 
Distnet Domestic 
Product 

Head Count 
Ratio 

Gini 

Co-efficieni 

Bankura 

7 

4 

5 

10 

1 

Birbhum 

2 

12 

2 

5 

5 

Burdwan 

1 

.5 

1 

6 

13 

Calcutta 

na 

na 

na 

1 

7 

Cooch Behar 

1.1 

13 

14 

12 

15 

Darjeeling 

14 

9 

10 

2 

3 

Ilooghly 

3 

2 

4 

7 

10 

Howrah 

S 

1 

3 

9 

6 

Jalpaiguri 

iS 

II 

• 8 

3 

4 

Malda 

to 

7 

12 

8 

9 

Midnapur 

8 

6 

9 

16 

14 

Mutshidubad 

6 

10 

13 

4 

2 

Nadia 

9 

3 

7 

13 

8 

24-Parganas 

II 

LS 

6 

15 

16 

Purulia 

12 

14 

IS 

II 

11 

West Dinajpur 

16 

16 

16 

15 

16 


Notes: na - Not applicable os Calcutta has no niral area/activity. 

Source: Family Budget Survey 1976-77 for urban estimates and State Statistical Abstract, 1977-89, 
for information on rural variables. 
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Held channels have enhanced the income 
levels of even marginal farmers in PUnilia 
district, who, with assured irrigation and 
better marketing networks, are now en¬ 
gaged in triple cropping and are diversi¬ 
fying their production base considerably 
so much so that they now willingly con¬ 
tribute for the maintenance and extension 
of imgted water to distant fields within 
the command areas of the Jurebundhs 
created under the ILO schemes. The in¬ 
comes of the landless labourers have 
however gone up only marginally with 
extra off-season labour demand on the 
field as a re,sult of such irrigation exten¬ 
sions. Thus, public works and irrigation, 
even where they were effectively admini¬ 
stered, have widened the inequality be¬ 
tween the poorest of the poors, with land- 
owners, however, marginal, gaining much 
more than the landless. Such a process of 
accentuation of inequality among the poor 
through poverty alleviation schemes poses 
a real challenge for the long-term 
sustainability of these schemes. Secondly, 
in order to sustain even a minimum con- 
.sumption standard, the landless agncul- 
tural labourers are heavily dependent on 
off-season and olt-larm jobs under the 
Jawahar Rojgar Yojana (JRY). Thus even 
after so many years, schemes like JRY 

Tabif 10 P 0 VERIY PiuanFs of Huusshixos, 
KASHiPim Bkk'k, PimuiiA Disntio, (ACRP 
Piior Projfct Aria) 

(Per IenO 


continue to be essential in rural poverty 
alleviration in West Bengal. AN these 
suggest that the beneficiaries of rural 
development and poverty alleviation 
programmes in the state must be tapped 
to finance tte enormous expenditure re¬ 
quired to uplift the bottom-most layers of 
rural population in the state, and the 
decentralised rural panchayats have to 
devise effective mechanisms for such 
resource mobilisation and their deploy¬ 
ment towards alleviating the ultra-poor on 
a sustainable basis. The Budwan experi¬ 
ment in Purulia is a pointer to this. 

According to the estimates of the de¬ 
partment of rural development and 
panchayats, government of West Bengal, 
70.70 per cent of the rural households in 
the district of Purulia are below the pov¬ 
erty line of Rs 11,000 per annum at curent 
paces during 1992-93. Thus Purulia is 
found to be the second poorest district in 
West Bengal behind Darjeeling. This is 
in sharp contrast to the West Bengal 
average head count ratio of45.73 percent, 
according to the same BPL (below the 
poverty line) survey. If one goes further 
down up to the village level, the picture 
becomes worse for some of the villages, 
whereas some other villages are found to 
be better off in terms of the incidence of 
poverty compared to the Purulia average. 
The ACRP Benchmark Survey for the 
pilot project area of the Kashipur block 
in the Purulia district spanning 27 mouras 


(village) was coikhiQtedf by, Qihde^ 
and Moitra (1995). Table 10 shows tli' 
in 7 out of the 27 mouzas under thiL 
survey, the poverty pmcenuge exceed 
the Piuulia average, and in most of the 
mouzas, this percentage exceeds the Wes 
Bengal average arrived at through any 
method. This means that in some pockets 
of the backward districts of the stale, the 
benefits of poverty alleviation expendi¬ 
ture have so far eluded most of the rural 
households, and West Bengal average 
figures are clearly underestimates of the 
extent of deprivation in these villages. A 
look at the percentages of households 
indebted either by current deficit status 
(Table 11) or by outstanding debt status 
(Table 12) in the pilot project areas of the 
Kashipur block of Purulia district as re¬ 
vealed in the ACRP Benchmaik Survey 
by Chatteijee and Moitra (1995), clearly 
indicate that the incidence of indebtedness 
by cither status is heaviest among house¬ 
holds with zero operational holdings 
(ZOH) and with marginal operational 
holdings (MRG) in that area Poverty and 
indebtedness are two interrelated phenom¬ 
ena, and such a highinenkmee of indebted¬ 
ness among rural households clearly 
indicates that something is senously 
wrong in the rural economy of West 
Bengal, despite claims to the contrary in 
official statistics about the aggregative 
scenano of poverty in rural areas of this 
slate. Our review of the micro-level case 


Name of Mouzas 

Head Count Measure 

Agardih 

16 04 

Lakhipur 

74 07 

Chaka 

SO 00 

Mekhyadd 

69 61 

Shalaya 

SS4I 

Pakhanathal 

SO (K) 

Pabrahan 

71 61 

Chiira 

67 70 

Seja 

76 SO 

Bhatin 

60 4.S 

Mirgipahari 

60 4S 

Kashidih 

6S 82 

Saharbera 

84 42 

Isanda 

66 28 

Kaliyada 

4t 5S 

Ledagora 

71 4t 

lihamara 

00 00 

Mchi 

78 95 

Jiora 

66 66 

Kharikagora 

67 96 

Bhalukgazar 

6S49 

PanjB 

SI 28 

Telaboni 

82 14 

Lajhna 

59 38 

Kusumgora 

70 S2 

Sonathali 

SO 63 

Kushjun 

60 S4 


Note The head count itKOsuit IS ihciierccniage 
of households with on annual income 
^low Rs 11,000 00 which is ihc poverty 
hne defined by the Planning Commission 
Source Estimated from the Survey Data 


TaBI b II PERCXNTA(ifa.S (IF InDCBTED HOUSbHOlDS BY CURRtKT DeFICTT STATUS, PILOT PROJFtT 
Mouzas Kashipur Block, Puruua District 


Name of Mouzas _Operational Holdings 



^ro 

Marginal 

Small 

SmaU-Mcdtum 

Medium 

Agurdih 

76 92 

45 00 

44 44 

25 00 

33 33 

Lakhipur 

00 00 

25 00 

00 00 



Chaka 


21 74 

00 00 

00 00 


Mckhyada 

78 00 

68 00 

61 53 

33 33 

0000 

Shalaya 

33 33 

41 18 

18 18 

0000 


Pakhanathal 


00 (X) 

00 00 

00 00 


Pabrapahan 

70 00 

7S (K) 

54 00 

14 00 

00.00 

Chiira 

28 S7 

42 86 

27 77 

12 50 

0000 

Seta 

40 (X) 

4S4S 

16 66 

11 11 


Bhatin 

2SOO 

26 92 

.36 66 

10 (X) 

0000 

Mtrgipahan 

28 S7 

48 00 

46 15 

14 29 

0000 

Kashidih 

00 00 

55 26 

39 29 

1000 

0000 

Saharbera 

100 00 

80 57 

63 64 

5000 


Isanda 

60 00 

48 78 

25 00 

.50 00 


Kaliayada 

22 22 

42 86 

16 66 

66 66 


Ledagora 


31 25 

20 00 

14 28 


Icbamara 





66 66 

Mehi 

100 00 

55 02 

46 99 

19 05 

0000 

Jiara 

25 00 

26.32 

11.11 

00.00 

00.00 

Khankagora 

28 57 

35 00 

42 86 

12 50 


Bhalukgazar 

16 67 

8.00 

30 00 

00 00 


Panja 

40 00 

41 66 

55 55 

20 00 


Telaboni 

100 00 

76 92 

100 00 

50.00 


t ajhna 

60 00 

.38 09 

5000 

33 33 


Kusumgora 

76 92 

85.18 

7143 

72 72 

100.00 

.Sonathali 

24 00 

12.12 

13.33 

11.11 

0000 

Kushjun 

33 33 

36 11 

25 00 

33 33 



Source ACRP Benchmark Survey Report, CM (1995) 
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studies shows that tiic! exteitt of depriva¬ 
tion in living standards in rural West Bengal 
are much more pronounced than can be 
comprehended through state level esti¬ 
mates. Unfortunately, there is hardly any 
serious micro-level studies for the urban 
areas of the state, but our presumption is 
that we shall get roughly similar pictures 
of acute deprivations for the urban areas 
of West Bengal as well. 

V 

Poverty Alleviation and 
Globalisation 

The poverty alleviation programmes as 
are undertaken in the state of West Bengal 
are basically the same ones that are put 
to use throughout India, with the differ¬ 
ence that perhaps these schemes are some¬ 
what better managed in West Bengal than 
in other states. As a result, leakages and 
shortfalls from targets are kept at a mini¬ 
mum in West Bengal. But .since most of 
these schemes arc designed centrally, they 
otien iail to take into account special 
Icalurcs pertaining to kK'al conditions in 
West Bengal Moreover, the share of the 
stale government in financing these 
schemes is low, and in many cases the 
slate's share is only notionally shown in 
the otlicial statistics without correspond¬ 
ing actual rclea.se of funds to the Ailla 
parishads and panchayats While the 
overall budget constraint of the state 
government may be the reason for actual 
non-disbursement of state’s share (the 
states share is shown as the value of the 
land wheic Ihc JRY operations arc under¬ 
taken). the overall poverty of resources 
compared to the requirements in the .state 
IS ultimately responsible for the slow 
process of poverty alleviation in the state, 
particularly in urban areas, where the 
economic growth factor is considerably 
weak since the middle of 1980s. The only 
way out seems to be to make Ihc rural 
panchayats much more powerful and 
accountable so that they arc authorised to 
tax the beneficiaries of rural development 
and poverty alleviation expenditure in the 
state, and rai.se resources locally to finance 
locally designed low-cost and human 
resource-intensive projects to provide 
additional sources of bmh on-farm and 
off-farm employment for the poor land¬ 
less workers. This would require a proper 
identification of the beneficiaries and an 
assessment of their resource and assets 
position, including acquisition of new land. 
Such a scheme, if designed, would make 
the elected panchayats more aligned to the 
poor rural people and would ensure 
decentralisation of power and decision¬ 
making at the grass roots level in the true 


sense of the tan. tase-scale pubiic 
investment schemes expecting to generate 
economics of scale in the long nin may 
be financed with the help of central grants 
released under alternative heads of the 
poverty alleviation schemes. 

The Indian economy has been set on the 
path of globalisation since July 1991, and 
whatever be its pace and character over 
ihe years, the agricultural sector is likely 
to be opened up sooner or later. This 
would offer higher price signals to farmers 
to increase and diversify their production 
base for exports. No doubt, such a process 
would increase the prices of foodgrains 
and adversely affect the incidence of rural 
poverty not only in India, but also in West 
Bengal. Subsidisation across all rural 
people in the state is not feasible economi¬ 
cally, and whatever success has been 
achieved should not be allowed to be 
wa.shed away through inflation induced 
by globalisation. The only alternative 
.seems to be to orient the rural labourers' 
organisations in the state to ensure rise in 
money wages faster than the increment in 
food prices, and this seems po$.sible be¬ 
cause the scale of agricultural production 
and hence demand for labour arc likely 
to increase. There is also likely to be on 
expansion of agro-based processing in¬ 
dustries in rural areas of the state along 
with the expansion oi horticulture and 
Boriculture lor which the state possesses 
required technical know-how. The .state 


go^ment, which bta so long coocoh 
{rated on populist redistribution, has to ' 
reorientitspoliciesandtakeefrectivesta» ^ 
to strengthen the growth impulses in the 
niral areas of (he state with the help of 
a(%umulated surplus in the rural areas 
(which are now being channelled gradu¬ 
ally to trading and service sector activi¬ 
ties) and take advantage of the pc»ittve 
aspects of globalisation towards mitigat¬ 
ing the plight of the rural poor and 
underpriviledged in this state. Adherence 
to all-India norms, standards and strate¬ 
gies may not always bring the optimal 
results, at the same lime, the state gov¬ 
ernment cannot and should not ignore the 
possibilities thrown open in the national 
and international economies. Designing 
such an appropriate policy would be the 
real task of political economy of poverty. ' 

VI 

Concluding Observations 

This critical review of the studies in 
rural and urban poverty in West Bengid 
reveals that the incidence of urban pimity 
and inequality in the state poses a more 
serious challenge to policy-makers than 
rural poverty as a whole, which has shown 
signs of sha^rdecline in the 1980s thanks 
to tte upsurge in productivity growth in 
West Bengal agriculture. But industrial 
growth in the state has been showing signs 
of non-revival, and the service sector has 
not grown at a fast rate to absorb the 


Tabu 12 Pi Rt-tMTAOi- oi Indlbixd Huuseiiolds by Outstanding Defiitt Status. Pn.oT Pnoiecr 
Mouzas Kasiiipur Block, Purulia District 


Name of Mouzas 



Operationai Holdings 


Zero 

Marginal 

Small 

Small-Mcdiuin 

Medium 

Agardih 

76 92 

45 00 

44 44 

12.50 

66 66 

Lakhipur 

50.00 

45 83 

00 00 



C'haka 


47 8) 

38 46 

00 00 


Mekhyada 

76 00 

72 00 

50 00 

44 44 

00 00 

.Shalaya 

.58 

47 06 

54.54 

t3 33 


Pakhanalhal 


00 00 


00 00 


Pahrapahan 

77 77 

75 (X) 

66 66 

33 33 

00 00 

Chitra 

28 57 

44 90 

50 00 

37 .50 

(X)U0 

Seja 

40 00 

47 73 

58.33 

55 55 


Rhatin 

100 00 

57 61 

54 54 

3000 

00 00 

Mirgipahan 

57 14 

68 00 

38 46 

42 86 

00 00 

Kashidih 

00 00 

71 05 

61 00 

60 00 

100 00 

Saharbera 

100.00 

76 92 

81 22 

00.00 


Kanda 

80 00 

41 46 

50 00 

50 00 


Kaliayada 

77.77 

• 50 00 

66 67 

66 66 


Ledagora 


59 37 

20 00 

28 57 


Ichamara 





100.00 

Mehi 

100.00 

55 02 

66 27 

42 86 

00 00 

Jiara 

25.00 

36 84 

22 22 

33 33 

00.00 

Kharikagoia 

71 43 

40 00 

100 00 

87 50 


Bhalukgazar 

54 17 

.52 00 

80 00 

75 00 


Panja 

60.00 

54.17 

88.88 

iOOOO 


Telaboni 

00.000 

61 54 

87.50 

50 00 


Lajhna 

30 00 

38.09 

60.00 

66 66 


Kusumgon 

61.54 

77.77 

78.57 

81.82 

100 00 

Sonathali 

44 44 

36.36 

53..33 

44 44 

5000 

Kushjun 

50 00 

58.33 

3.3 33 

66 66 



Suurce; ACRP Benchmark Survey Report. CM (1995). 
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unemployed in the urban areas, such that 
. alleviation of urban poverty at a faster rate 
would require carefully designed targeted 
public actions in several aspects. But in 
the realm of rural poverty, there remain 
problem areas or localities where the extent 
of poverty and deprivation is quite large 
even by West Bengal standards. This 
requires a careful scrutiny of the poverty 
alleviation and rural development 
programmes in the state, andof the strength 
of the trickle-down mechanism. Such a 
thorough investigation would require 
systematic information at the disaggre¬ 
gated village level over time, which is 
almost impossible to obtain from the 
government sources given the inept pre¬ 
servation of data in the state. The state 
government in West Bengal and its plan¬ 
ning bodies should take measures in this 
regard, since at pre.sent one cannot test the 
significance of alternative hypotheses or 
policies rigorously for the lack of com¬ 
parable data. Secondly, we have discussed 
in detail other types of deprivations in 
living standards in West Bengal. Although 
some .studies ha VC recently been conducted 
to assess the deprivations in education, 
health, shelter and public amenities in the 
state, the.se are not verifiable across time 
and space for lack of data. It is equally 
important for the government to look into 
these deprivations and devise suitable 
policies, but the position of overall budget 
constraint becomes serious while making 
such policy reorientation exercises. On 
the whole, however, available evidence 
suggests that West Bengal during the la.st 
two decades has performed much better 
than many states of India in the alleviation 
of poverty particularly in rural an'as. 
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Have you ever wondered why our 
cenieni has a green tinge ? 

I ll iiu I III I li il Mill liu I 11 1 ( I Ill'll It In hi I 111 SI. Us so s ls\ ((I I ihi I I toiiip iii\ 

tspiiiilh 1 II luiliitiiisi o| iiiiiiiii 1 in I Klin ol til I util 

Cluniiiii loinpi I loii ol II 111111.111 ipm w wouli.) hki. to till \ou licis win 

I \ uil\ out ii ml si 'll likiiiii I sii lull 
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What wc do not build is as important as what wo do. 


W.. liiii not inluiil till c nth lioni oin juictil it 
issiiii \Vi niLii.lv 001 >o‘111 It ijoin I n» ihiltl’in 
Wliiilii will \i iLiiiiiinv III till null toi st il 
iniliotiiuli till lliiisiiis niiil ihin PiMlopniiiit 
LOi(\ 1 ilion siis 111 iiiiiiliu p 'ks nut sinn 
Pk iilioinsiiii pi p I Mint ilion li nisjunt ition 
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On Oonstrnction of District Development 
Index in West Bengal 

Sanniia Banerjee 
Samik Ray 

Proposed here is a methodology for construction of a district development index which attempts to explain 
district income in terms of the policy instruments. The construction of such an index involves two major 
steps. The primary step is to decide what aspects of development to include and the next step is to settle 
the relative weights to be attached to each aspect. This methodology, when applied in the context of West 
Bengal, indicates that employment generation programmes, land reform measures and the policies related 
to the development of social infrastructure are the most effective agents of district development in a 
decentralised planning set up. 


Introduction 

THE state of West Bengal is experiencing 
development through decentralised 
participatory planning for more than a 
decade Different policies arc launched 
to bnng in growth with social justice. 
Besides the policies directly related to the 
enhancement of production and produc¬ 
tivity, a number of programmes are un¬ 
dertaken to improve entitlement, capabili¬ 
ties and social opportunities The land 
reform measures, employment generation 
programmes, etc, can be listed under the 
entitlement related in.struments. Mass lit¬ 
eracy campaign, health for all drive, etc, 
are expected to improve capabilities, and 
finally, the development ol social infra¬ 
structures like local roads, rural clcctnn- 
cation, etc, can expect to contribute to¬ 
wards better social opportunities. 

These policies, if successful, would 
definitely have favourable influences on 
production and productivity. And, there¬ 
fore, one may be interested in evaluating 
the contributions of all such people- 
oriented programmes on the district-level 
development. In carrying out this exercise 
the major problem faced would be the 
non-availability of reliable district-level 
income data The Bureau of Applied 
Economics and Statistics (BAES), 
government of West Bengal, furnishes 
data on district domestic products (DDP) 
in West Bengal, but the availability of the 
statistics is not regular and up-to-date ‘ 
Moreover, the basis of the calculation is 
never made explicit. 

One way of estimating DDP figures 
may be the simple time-based extrapola¬ 
tion of the existing pattern. This proce¬ 
dure, if reliable, would make the policy¬ 
makers and the economists rather uncom¬ 
fortable as it leaves very little scope for 
developmental planning to play any 


instrumental role. So, one may be inter¬ 
ested in quantifying the impact of major 
policy instruments on the state domestic 
product (SDP) and this estimated causal 
lelation at the state-level may serve as a 
basis for projecting DDP figures. Here a 
district development index will be con¬ 
structed. The construction of this index 
would involve two major steps. The pri¬ 
mary step would be to decide what aspects 
of development to include and the next 
step would be to settle the relative weights 
to be attached to each aspect. The inten¬ 
tion of this paper is to suggest a method¬ 
ology towards that end. 

A proforma of composite index for 
district-level development was suggested 
by the Centre for Monitoring Indian 
Economy (CMIE) in the year 1976 on the 
basis of information collected from 412 
di.stricls of India and the structure was 
subsequently improved in the year 1985 
fCMIE 1985]. These districts were di¬ 
vided into urban and non-urban ones on 
the basis of their respective proportion of 
urban populations. The composition and 
the weightage scheme of the CMIE- index 
are presented in Table I. 


Mukheijee (1995) al.so addressed this 
problem of constructing district develop¬ 
ment index and suggested a mote or less 
similar weight structure. Of course, CMIE 
and Mukheijee state nothing explicitly 
and specificidly about the basis of relative 
weights determination. It is apparent that 
the sectoral weights roughly correspond 
to the respective contribution of these 
sectors in gross domestic product (GDP) 
of India. If we furtiicr consider the intra¬ 
sectoral elements then for urban districts 
the operation and involvement of banking 
activities assume 64 per cent weight and 
for other districts the corresponding figuK 
is S3 per cent. Diis heavy emphasis on 
the involvement of banking sector activi¬ 
ties in steering district-level development 
was not out of place during the past two 
decades when at the policy level banking 
institution was perceived as the most 
important instrument to bring about the 
structural breakthrough at the develop¬ 
ment front. 

For the last two decades We.st Bengal 
has had a stable Left Front government 
which is promoting participatory 
decentralised planning as a tool of eco- 


Tabls I' Basis for Construction of oil CMIE Indlx of Economic Devli opmlnt 


Indicator 

Weieht (Per Cent) 
Urban Other 

Distnets Districts 

1 Agnculture 

0 

50 

(a) Per-captta value of output of 18 major crops 

Average of 1975-76 to 1979-80 

0 

25 

(b) Per-capita bank credit to agriculture; June 1980 

0 

25 

2 Mining and Manufactunng 

35 

20 

(a) No of mining and factory workers per lakh of population 1981 

14 

8 

(b) No of household manufactunng workers per lakh of population 1981 

7 

4 

(c) Per<apita bank credit for manufacturing sectio: June 1980 

14 

8 

.7 Service Sedor 

65 

30 

(a) Per-capita bank deposits. June 1980 

25 

10 

(b) Per-capita bank cr^it to services; June 1980 

25 

10 

(c) Literacy (percent); 1981 

10 

5 

(d) Urbanisation (per cent). 1981 

5 

5 


Source: Profiles ef Disincls (1985), Centre for Monitoring Indian Bexinomy (CMIE) 
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nomic developnunt [Ghosh 1988] The 
expcnmeni oi decentralised participatory 
planning was preceded by the politicisation 
ot the panchayat elections, by the introduc¬ 
tion ol land reforms and finally by the 
implenu niation ol ditferent distnct-lcvel 
developimni programmes through the 
Panchay<tts Fiom the draft report ol 
NSS 48th lound it has been calculated 
[BanerfCi 1997] that the Gmi cocllicient 
for the opeialional holding disinbulion in 
West Bengal which incaased from 0 44 
to 0 5 between 1971 and 1981 lus again 
settled at 044 by 1991 throughout this 
pciiod the same concentration measuic 
lot ownership holding distribution dc 
dined steadily 

Bank nationalis ition and the spread ol 
rural banking started in 1969 So the 
banking service s weic considered as pan 
cipal agencies to provide credit suppeiO 
to the assignees ol vested land during the 
decade ol 1970s The increase in the 
concentration ol operaliemal holding 


distnbubon along with die decrease in the 
ownership-holding concentration dunng 
the 1970s indicates a failure of this ar¬ 
rangement to bnng down inequality in 
substantive land control Alter the mid- 
1980s panchayati raj was established and 
now the banking institution assumed a 
secondary importance 1 he panchayats 
an acting as intermediaries between the 
bankers and the poordebtors This practice 
improves the in-built guarantee system of 
the entire arrangement and hence the 
land relorm measures becomes much 
moie elfective The participatory plan¬ 
ning cxpeiiment mainly affected the 
lural economy of West Bengal and it has 
been observed by a number ol scholars 
that the institutional factors have played 
a major role in raising production and 
pnxlucliviiy in agriculture during the 
post-panchayat years [Lieten 1992 
Mukherji and Mukhopadhyay 1995, 
Rogaly Harris White tind Bose 1995] A 
signilicant change in the relative contn 


button of different districts in the state 
domestic product (SDP) is also observed 
dunng the 1980$ Table 2 presents the 
distnct-le vel percentage break-ups of SDP 
and Its rates of growth over this penod 
It IS apparent from Table 2 that after 
1980-81 the percentage contnbution of 
the metropolitan distnct ol Calcutta has 
gone down drastically, almost by SO per 
cent In tact, the relative contnbution of 
more urban distncts such as Howrah, 
Hoogly, 24-Parganas reveals a declining 
trend fhe contnbution ot rural economy 
in SDP has gone up The relative shaies 
of different districts in the SDP have more 
or less stabilised since 198^82 making, 

1980 81 a statistical outlier 
The growth rates of DDP have been 
calculated over the two sub periods ol 
equal length spanning over 1981 82 to 
1984 85 and 1985 86 to 1988 89 The 
year 1981-82 has been chosen as the cut 
oft point as the decentralised participatory 
planning approach slancd influencing the 


fABir 2 Dimri iwisi SDP ris at 1980 81 Constani Pruts in Wist Btnoal 
1980 81 10(988 89 
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1982 81 
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R/0 (1)» 
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1986 87 
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(12) 

Burdw in 

44t 8t 

W6 28 

1017 41 

1016 01 

1001 82 

0 1 4 

1055 65 

1108 68 

1195 21 

1292 12 
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(11 07) 

(11 26) 

(10 49) 

(10 27) 


(10 15) 

(10 17) 
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(10 40) 



Birbhuiii 

St) OS 

114 76 

274 00 

152 75 

129 06 

1 II 

142 11 

170 57 

411 16 

459 65 

10 12 

9 21 


(1 12) 

(149) 

(101) 

( 1 57) 

(117) 


(1 29) 

(1 40) 
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(1 70) 
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276 98 
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no h2 
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Noh \ Figures III pariiilhc<<<.s indit. itc pvrciiil igt. shares 

• R/Ci (I) Rate of grow th ot DDP bciwei n 1981 82 and 1984 85 Here 1980 81 is excluded as an outlier 
*• R/fi (2) R lit ot giowth of DDP iKlweiii 1985 86 and 1988 89, the next four jeats 
*•* AR/ti The dilftrencc between the rales ol growth obsersed in two phases 
Stmr< f Bureau ot Applied Fcononiies and Slatislies government of West Bengal 
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fomiulaUim and imiiletnentation of the 
district devek^ment programmes around 
that time. The tenninal year 1988-89 of the 
second suh-period is only a natural choice 
as BAES, GOWB published DDP figures 
up to that year. The last column of Table 2 
reports the relative change in the rates of 
growth of DDP over the two sub-periods 
and it is everywhere positive with the sole 
exception of West Dinajpur district. 

In this backdrc^ a new weightage scheme 
for the district development index would 
be more appropriate which would assign 
proper weights to these aspects of eco¬ 
nomic policy such as land reforms partici¬ 
patory plaiming mechanism, employment 
generation programmes, availability of 
infrastructure, etc, which have affected 
rural development most significantly. This 
indexation is in no sense an attempt to¬ 
wards the construction of a district level 
human development index (HDI) or a 
physical quality of life index (PQLI). We 
are concerned with the identification of 
causes influencing the process of income 
generation and in doing so. some factors 
may turn out to be instrumental which also 
appear in HDI. While the HDIisthe achieve¬ 
ment index to a.s.ses the currently prevail¬ 
ing status, our index would act as a causal 
frame identifying the instruments helping 
in achieving the target of higher hlistrict 
level income. Thus, the constituent ele¬ 
ments in HDI are not cau.sally related to 
the value of the index itself, whereas in 
our case the components are caasal instru¬ 
ments for realising the aggregate value of 
the index. 

To suggc.st a methodology for con¬ 
structing such an index the remaining part 
of the paper is organised as follows: Ac¬ 
tion II pre.sents the major a,spects of dis¬ 
trict development which are considered 
for inclusion in the said index. Here a 
correlation analysis is .suggested to select 


(he most appropriate indicator to rqiresent 
any particular aspect. Section m deals 
with the specification of relative weights 
of each aspect. Here a hedonic regression 
technique^ is suggested following Rosen 
(1974). Finally, Section IV concludes the 
paper. 

II 

Selection of Indicators 

Following the CMIE-pattem we have 
selected indicators from the agricultural 
and industrial sectors. Instead of the ser¬ 
vice sector, we have considered informa¬ 
tion on land reform measures as an im¬ 
portant policy indicator of sustainable 
development. We have in addition taken 
account of communication infrastructure 
such as road-links because of its direct 
influence on the effective determination 
of market size and also due to its impor¬ 
tance as a .signal for panchayat’s involve¬ 
ment in the developmental planning pro¬ 
cess. Besides road construction, the extent 
of rural electrification was also thought of 
as an important intra.struc(ure. This vari¬ 
able was finally dropped owing to non¬ 
availability of appropriate and reliable data. 
Provision for health services was captured 
by the number of hospital beds and num¬ 
ber of health centres at the district-level. 
Information on Jawahar Rozgar Yojana 
(JRY), etc, was also utilised whenever 
possible. Education or the extent of lit¬ 
eracy could not be considered due to non¬ 
availability of data for the inter-census 
years. 

The indicator selection is carried out on 
the basis of state-level time series data 
spanning the ten years between 1985-86 
and 1994-95 (Table 3).' In .some sectors 
information is available on several, but 
not always matching aspects. To decide 
which aspect to select, an analysis ol 


cotwiation is proposed. If the correiadmi 
coefRcients among different a.spects dm 
fairly high then selection of any one 
those would suffice. Otherwise, a regrei*J 
sion of SDP «i these aspects would bp] 
carried out, the t-values of the estimated] 
coefficients would be noted and the aspect] 
with significant t-vahie would be inclutM j 
in the development index. 

An attempt has been made to asseap: 
agricultural development in terms of iar 
formation on the index of pnxhictiMii 
productivity, and the extent of irrigatioa 
facilities available. For the flrst two as^ 
pects reliable time-series data are pub^ 
lished by the BAES. For irrigation, tlM 
only available proxy is the ‘area irrigate# 
by government canals'. This is surely q 
bad proxy as the more important soutUP 
of irrigation under ‘decentralised pliui- 
ning’ regime is the provision of minor 
irrigation where the Panchayat-mani^ed 
and the privately-owned sources are no 
le.ss important than the direct govern-^ 
mem supplie.s.'* Table 4a presents tbs' 
Spearman's rank correlation cuefficiena* 
between production index (PROD), pro> 
ductivity index (PRVY)and area irrigated 
by government canals (IRRG). The cor¬ 
relation between PROD and PRVY is aa 
high as 0.976; hence only PRVY is con¬ 
sidered for fuither analysis along with 
IRRG, with whom PRVY has a very smt^ 
rank correlation (0.37). So, PRVY and 
IRRG may be two independent influenoea, 
on agricultural performance. In order to 
explore the statistical merit of this posi¬ 
tion, SDP is regressed on PRVY and IRRG 
with the following estimated values 
(Table A). 


TaBIIs a 


1 

Variable 

Coefficient 

t-value 

1 

PRVY 

IRRG 

11.5 283 
-1 128 

6 1408 
-0 4844 

R- = 0 857 

P = 21.05 


Tabu t District DtvBLOi>MEio- Indicators for West Bengal 


Year 

SDP 

PROD 

PRVY 

IRRG 

UNIT 

BMP 

RPWD 

RZP 

NBF 

VLD 

BHP 

BHC 

EBR, 

1985-86 

II6II 09 

129 09 

127 10 

997 90 

22955 

162.375 00 

17504 

17105 57 

1691203 

335219 92 

538.37 

II36I 

77.41 ‘ 

1986-87 

12072 46 

1.34 80 

128 SO 

1006 40 

2.3228 

146435 00 

17584 

17168 95 

1726517 

.3.38345 49 

53847 

11361 

78.40 

1987-88 

12719 98 

146 70 

1.37 20 

10.39 10 

30649 

172203 00 

16663 

1492.3 01 



53977 

11365 

79.29 

1988-89 

13264 05 

161 80 

152 90 

1017 60 

28536 

17.5805.00 

17716 

17427 87 

1828274 

351752 35 

53977 

11479 

79.85 

1989-90 

1.3734 89 

166 70 

IS6 10 

1126 20 

29636 

167087 00 

17740 

18009 54 

1890889 

363887 27 


11.552 

81.25 

1990-91 

141187 54 

162 70 

148..30 

1090 60 

28846 

163132 00 

17771 

20129 47 

2002766 

370707 75 

41494 


81.93 

1991-92 

15036 87 

183 .30 

167.00 

1059.50 

27434 

150828.00 

17798 

20220 47 

2043700 

378990 87 

41814 

12187 

82 61 

1992-93 

15675.61 

174 80 

161 90 

981 .30 

14923 

8.3871 00 

17805 

19744 5.3 

2055385 

.380288 29 

41814 

12190 

8378 

1993-94 

16532 32 

184 1.3 

166.27 

1094.80 

13217 

76053 00 

17367 

20.595 47 

14.58910 

.384426,20 



84.13 

1994-95 

17618.03 

188 20 

172.20 

1049 10 

1.5069 

67269 00 

17370 

27104 00 

2269959 

386842 84 

36174 

12486 

83.51 


Notes: (I) Missing values for die variables NBF. VLD and BHP, BHC have been obtained by linear interpolation. 

(2) Values of EBR have been obtained by the following formula. 

Recorded no of bargadan 

* Estimated no of bargadais ^ ^ 

Sources: (I) Bureau of Applied Economics and Statistics, government of West Bengal (For the variables SOP, PROD, PRVY. IRRG, UNIT, EMPdf 
RPWD, RZP). 


(2) Directorate of Land Records atid Surveys, government of West Bengal. (For the variables NBF. VLD. EBR) 

(3) Slate Bureau of Health latelHgeace, government of West Bengal. (For die vanables BHP, BHC). 
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This result immediately indicates the 
absence of any statistically significant 
relationship between SOP and IRRG, 
though the relation between SOP and 
PRVY is strongly statistically supported 
even at less than I per cent level of sig¬ 
nificance So, PRVY is taken as the in¬ 
dicator of agricultural performance. 

For the industrial sector the indicators 
considered were the number of units in 
small scale and cottage indu.strics lUNIl') 
and the employment in small scale and 
cottage industiics (RMP). ITie rank cor¬ 
relation c(x;ftictcnl between UNFl' and 
BMP is 0.855. So. instead of taking them 
together we have chosen F.MP as the 
indicator ot industry's contribution to¬ 
wards district development. 

Next comes the consideration ot the 
overall socio-economic environment and 
the general infra.stnictuial provisions. Here 
we started by analysing the contribution 
of land rclorms measures. Three impor¬ 
tant indicators identi tied here arc the vested 
land distributed (VLD), number of ben¬ 
eficiaries (NBF) and the percentage of 
barga recording out of total number ot 
estimated bargadars (EBR).' The rank 
correlation coefficients are reported in 
Table 4b. EBR and VLD have high rank 
correlation (0.98) whereas the other two 
paint, vi/,. (VLD, NBF) and (NBF. EBR) 
have small correlation values (0.45 and 
0.35 re.spcctively). So. a regression of SDP 
on VLD and NBF is attempted which 
yielded the estimated values (Table B) 
Tabu B 


Variable 

CiK-fficient 

t value 

NBF 

VLD 

1 2650 

0 (W54 

00121 R=^09I64 

7 80.56 F = 58 177 


The result indicates a weak .statistical 
relationship between NBF and .SDP, 
though the association between VLD and 
SDP is significantly strong. .So, for future 
analysis one may choose VLD and EBR 
interchangeably to capture the influence 
of land reform drive As our study period 
is more concerned about the decentralised 
participatory planning mechanism, the 
Tabu 4a Corrw aiion Mairix ior Inuk ators 
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PROD 

PRVY 

IRRG 

PROD 

1 



PRVY 

0 976 

1 


IRRG 

0 45 

017 

1 


Tabu 4b Corru atkin Mairix mir Iniiicator.s 
i» LanoRikirms Miasuris 



VLD 

NBF 

EBR 

VLD 

1 



NBF 

0 45 

1 


EBR 

0 98 

0,15 

1 


mi(|m’ land reform programme launched 
during this Left Front’s tenure is ‘Opera¬ 
tion Barga'. The success of this programme 
is captured in terms of the variable EBR 
as the relevant indicator. 

Next comes the choice of communica¬ 
tion infrastnicture. We have considered infor¬ 
mation on length of local roads maintained 
by public works department (RPWD) and 
the length of local roads maintained by 
/ilia parishad (RZP). Though the rank 
correlation coefficient between these two 
indicators is as low as 0.30 the corre¬ 
sponding product-moment correlation 
coefficient is 0.968. So, any one of the two 
indicators may be considered. We have 
chosen RPWD as more exten.sive district- 
level data are available on this indicator. 

Finally, comes the issue of health faci li¬ 
lies. Here, we have information on num¬ 
ber of beds in hospitals (BHP) and number 
of beds in health centres (BHC). When 
SDP IS regressed on BHP and BHC the 
estimated values arc as follows (Table C). 

Taru C 

Variables Coefficients t-values 

BHP 0 0167 -0 1700.1 = 0 9.347 

Bite .1V727 2 5511 F=49 67 

This clearly indicates a statrstical pref¬ 
erence towards the choice of BHC. So, on 
the basis of foregoing analysis PRVY, 
EMP, EBR. RPWD, and BHC arc chosen 
as the components of the district devel¬ 
opment index. Our next task is to deter¬ 
mine the relative weights ot the.se com¬ 
ponents. The following section develops 
a methodology towards that end. 


m 

DetermiiMtioii of Weights 

If a long enough time-series data set 
would be available then one way of 
determining relative weights could be 
to regress SDP on the chosen indicators 
and to carry out the tesLs regarding 
significance of the estimated regression 
coefficients on the one hand and the test 
of randomness of the estimated residuals 
on the other. If the F-value of the esti¬ 
mated regre.ssion would be statistically 
.significant then one would have reasons 
to believe that no important causal influ¬ 
ence is left out. So. one may suggest a 
fixation of relative weights in terms of 
the standardised estimated regression 
coefficients. Unfortunately this approach 
cannot be applied here directly because 
of the degree of freedom (df) problem 
inherent in the inadequate length of time- 
series. 

To increase the .si/e of the data set an 
alternative appniach may be to pool the 
districtwisc cross-section of lime-series 
data. We have adopted this latter approach 
and the districtwi.se data lor each indicator 
have been pooled over six years starting 
from 1990-91.'’ 

The dependent variable for this pooled 
data set is obviously the DDP figures 
which arc not yet otficially available. 
So, we tried to estimate them on the basis 
ol prior DDP and current SDP statistics 
following three alternative methods. 
The basis of projection are pre.sented in 
Table 5. 


Tabif 5 Acn-RNAnvi- BA.SKS lOR Proilciinu Dtsmu-r l3oMiSTir Prouucis (DDP) 


Disiricis 

Method 1 * 

Method II •• 

Method III 


Trend Component (b) 

Annual Average 
Growth Rate (B) 

Average Per Cent Share 

Burdwan 

««« 

49 (4 83) 

0 01 (5.06) 

10 50 

Rirbhuin 

22 34 (4 92) 

0 06(4 82) 

147 

Bankura 

26.97 (8 99) 

0 08 (7 94) 

140 

Midnapore 

65 11 (9 49) 

0 07 (10 23) 

8.60 

Howrah 

26 75 (5 48) 

0 04 (5.55) 

7 19 

llooghly 

42 42 (8 77) 

0.05 (8.38) 

7.86 

24-Parganas 

93 49 (10 07) 

0.04 (10 86) 

23.06 

('alcutia 

31 08 (6 01) 

0 03 (6 44) 

11.65 

Nadia 

26 II (11.93) 

0.06 (14 85) 

4 33 

Murshidabad 

22 09 (3 43) 

0 05 (3.30) 

4.64 

West Dinajpur 

19 38 (2.17) 

0 06 (2 43) 

3.31 

Malda 

13.71 (7.05) 

0.06 (7 37) 

2 34 

J.dpaiguri 

17 08 (8 12) 

0 05 (8.72) 

3 13 

Dariceltng 

8 05 (5 08) 

0 04 (5.09) 

1 90 

Coochbehar 

941 (631) 

005 (6.87) 

1.95 

Purulia 

17.54 (6 4.5) 

0 06 (5.50) 

2 74 

West Bengal 

480,23 (10.55) 

0.05 (12.09) 

100 


Nines * Trend Equation ■ Y, = a + b I 

** Growth Equation : log Y, = A 4- Blogt 
*** Figures in parentheses indicate t - values 
[Y, Districtwise SDP figure for the Ith time period) 
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In Method I, The umd bend of DEHP is 
calculated for each district on the basis of 
data tumished in Table 2 Assuming the 
same trend pattern would continue to hold 
the DDP values are projected for 1990-91 
through 1995-96 In method II, the annual 
average growth rates of DDP are calculated 
on the basis ot same data set and the future 
values are accordingly protected Finally, 
method III started directly with the SDP 
figures and suggested a percentage distri¬ 
bution ot It over the districts where the per¬ 
centage share is determined in terms of the 
average share ol each distiict prevailing 
between 1981 82 and 1988 89 (confer 
1 able 2) The projected values aie ptesen 
ted in Table 6 The SDP figures at all-west 

Beng il level obtained from both tneth 
ods I and II exceed the actual SDP tiguies 
published by BALS Ol course the diver 
gcncc IS more striking lor those geneiated 
by method II Method I is more pteferable 
that way but here also the magnitude ol 
I e lat IV e dc VI at 1 on I s progressi \ c ly me I cas 
mg ovei tune So the thud method ot 
assignment by percentage shares is eon 
sideibd most suitable piox> for DDP 
Table 7 presents the pooled data set used 
for subsequent reertssions which reports 
inlormation on DDP PRVY IMP LBR 
RP\\D ind BH( For a sub penod of 
1990 91 and 1995 96 district level »nlor 
mation on FRY was also available which 
was basically merged with FMP to study 
the impael ol local level employment 
ge nciation on distnc t development status 

Three regression equations are estimated 
on the basis ol Table 7 Fust one regresses 
DDP on the li\e explanatory variables 
1 he second one introduec s lise additional 
tune dummies ( 1 , l 2 T, T 4 T^) and 
the third regression tries to capture the 
possible heterogeneity ol the pooled 
distnets by introducing two spatial dum 
mies (SI S,) ’ Table 8 reports the regres 
Sion results 

Porall the three regressions PRVY turned 
out to be statistically insignificant in 
explaining distnet development This I ind 
ing IS apparently unexpected as it has 
already been shown by Saha and 
Swaminathan (1994) that during the 80s 
agricultural growth acccleiated in West 
Bengal at a much taster pace compared to 
other eastern states and the latc of growth 
of toodgrain production was the highest 
among 17 major states ol the countiy A 
similar observation is extended by Sawant 
and Achuthan (1993) in terms ot the study 
of inter-regional pattern of agricultural 
growth The major difference between 
these analyses and our finding lies in the 
underlying methodology used These 
previous studies directly focused on the 


agticulturai production and productivity 
and analysed the temporal behaviow of 
the senes, whereas we applied a regres¬ 
sion technique If DDP gets explained in 
terms ot other included expianatoiy van- 
ables which have influence on PRVY as 
well then the estimated regression co- 
efliaent for PRVY may turn out to be 


stabsticaily insigiuitcant llits finding ^ 
therefore, statistically quiteconsistent 
the previous findings as mher inchidd^ 
regressors like BMP, EBR, BHC, ettC' 
certainly have strong influence on PRVYk' 
A similar comment can be made regarding 
RPWD In fact, most of the roads locally' 
maintained are ‘kutcha’ roads and their 


Tame 6 nuuu'iiD valies km DDPrunM 1990 91 m 1995 % i 


Districts 

Yea^N. 

Method 

Burdwan 

Birbhum 

Bankura 

Midnapore 

Howrah 

HoogUy 

1990 

91 

1 

1511 11 

605 27 

649 21 

1610 20 

1019 15 

I280«^ 



II 

1481 54 

605 89 

661 10 

1586 15 

1045 92 

1226 5> 



111 

1489 69 

492 10 

482 17 

1220 12 

1020 08 

1115 14 

1991 

92 

1 

1588 29 

649 95 

701 15 

1740 82 

1092 65 

1165 73 



11 

1589 64 

695 66 

795 06 

1861 80 

1146 81 

I176 2S 



III 

1578 87 

521 77 

511 25 

1291 17 

1081 15 

1181 89 

mi 

91 

1 

1665 27 

694 68 

757 09 

1871 44 

1146 15 

1450 57 



II 

1701 11 

798 71 

955 87 

2189 77 

1257 47 

1544 IS 



III 

1645 91 

54194 

512 97 

1148 10 

1127 07 

1212 to 

1191 

94 

1 

1742 25 

719 11 

811 01 

2002 06 

1199 65 

151541 



II 

1825 15 

917 06 

1149 21 

2572 76 

ll/S 79 

1712 60 



III 

1715 89 

571 67 

562 09 

1421 77 

11X8 67 

1299 4* 

1994 

95 

1 

181921 

781 99 

864 97 

HUM 

1251 15 

162023 



II 

1955 68 

1052 91 

H81 65 

W’’ 71 

1511 81 

1944 01 



III 

1849 89 

611 14 

599 01 

1515 15 

12f6 71 

1184 77 

1 m 

96 

1 

1896 21 

828 67 

91891 

2261 10 

1106 65 

1705 09 



II 

2095 55 

1208 92 

1661 11 

1551 40 

1657 67 

218) 22 



III 

2060 51 

680 95 

667 21 

1687 65 

1410 96 

1542 44 





24 Pjiganas 

Nadia 

Murshidabad 

West Din-ijpur Malda 

1990 

91 

I 

1417 61 

716 62 

711 91 

556 78 

191 20 



II 

1112 72 

742 11 

741 48 

51558 

199 48 



III 

1271 64 

614 12 

658 10 

469 60 

111 98 

1991 

92 

1 

1604 61 

788 84 

756 09 

595 54 

420 62 



II 

1654 26 

852 11 

811 95 

591 97 

458 66 



III 

1467 50 

651 09 

697 71 

497 72 

151 86 

1997 

91 

1 

1791 59 

841 06 

800 27 

640 10 

448 04 



II 

4(H)6 82 

978 58 

91146 

679 67 

S26 62 



III 

1614 79 

678 75 

727 14 

518 86 

166 80 

1991 

94 

1 

1978 57 

891 28 

844 45 

679 86 

475 46 



II 

4191 19 

11-1 56 

1047 16 

780 16 

604 64 



III 

1812 15 

715 84 

767 09 

547 21 

186 83 

1994 

95 

I 

4165 55 

945 50 

888 61 

719 42 

502 88 



II 

4817 25 

1290 03 

1175 16 

895 98 

694 22 



III 

4062 71 

762 86 

817 47 

581 15 

412 26 

1995 

96 

1 

4152 51 

997 72 

912 81 

758 98 

510 30 



II 

5282 01 

1481 15 

1118 56 

1028 72 

797 07 



III 

4525 20 

849 71 

910 55 

649 55 

459 20 




Jalpiigun 

Darjeeling 

Cooehbeh ir 

Purulia 

West Bengal 

1990 

91 

1 

512 94 

285 47 

108 70 

476 92 

14439 00 



II 

506 17 

278 74 

117 02 

454 77 

11912 31 



III 

444 07 

269 56 

276 65 

188 71 

14187 54 

1991 

92 

1 

547 10 

101 57 

127 52 

51200 

15199 46 



II 

567 91 

105 61 

155 71 

522 15 

15609 89 



III 

470 65 

285 70 

29121 

41201 

15016 87 

1992 

91 

1 

581 26 

117 67 

146 14 

547 08 

16159 92 



II 

617 21 

115 II 

199 II 

599 51 

17514 59 



III 

490 64 

297 81 

105 67 

429 51 

15675 61 

1991 

94 

1 

615 42 

111 77 

165 16 

582 16 

1712018 - 



H 

714 99 

167 45 

447 81 

688 11 

1965169 



III 

517 46 

114 II 

122 18 

452 98 

16512 12 

1994 

95 

1 

649 58 

149 87 

181 98 

617 24 

18280 84 



II 

802 21 

402 90 

502 45 

79011 

22049 56 



III 

551 44 

114 74 

141 55 

482 71 

17618 01 

1995 

96 

I 

68174 

165 97 

402 80 

652 12 

I924I 10 



II 

900 II 

441 77 

56176 

907 40 

24740 01 * 



III 

614 22 

172 85 

181 66 

517 69 

19621 94 
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impaci on ecommic activities is locally 
confined The three most important fac¬ 
tors are identified as BMP, hBR and BHC, 
1 e, employment generation land reform 
and the proviMon ol health caic facilities 
have significant statistical influence on 
DDP Here f MP turned out to be 
statistically most significant in terms ot 
t-values whereas PBR appeared to be most 
important in icims ol the estimated mag 
nitude ot Its coefficient fhe district level 
information on JR Y was available for three 
years ranging ovei 1992 91 to 1994 9<i 
When JRY tiguies are added with FMP 


the statistical importance of BMP was 
significantly enhanced 
Regarding the temporal and spatial 
dummies the data set behaved differently 
All the temporal dummies turned out to 
be statistically significant indicating the 
presence of a strong time trend in DDP 
values corroborating our previous find¬ 
ings presented in Table 5 The F test is 
earned out to analyse the vanance and FT. 
the relevant test statistic is significant at 
less than I per cent level So after inclu¬ 
sion of temporal dummies, the regression 
c an now explain almost <X) per cent of the 


tout obaorved variatioa in DDP values 
The inclusion of spatial dummies S| and 
$2 failed to yield any such interesting 
result Here, both the estimated coeffi¬ 
cients are statistically insignificant and 
FS, the relevant F-statistic for the analysis 
of vanance is also negating the claim of 
spatial heterogeneity So, the importance 
of employment in cottage and small-scale 
industnes, land reform and health in steer¬ 
ing distnct development is generally ac¬ 
cepted for all dtstnets of West Bengal 
In terms of statistical power we chose 
regression 11 (Table 8) as the relevant 


T\nii 7 UismitT IXMcriiMFNi Indk Aldus 


JL 


DIST 

YR 

PRVV 

1 MP 

RPWD 

HIK 

I RR 

JRY* 

DIST 

YR 

PRVY 

EMP 

RPWD 

BHC 

EBR 

JRY* 

(1) 

(2) 

(1) 

<4) 

(S) 

(6) 

(7) 

(8) 

(1) 

(2) 

(1) 

(4) 

(5) 

(6) 

(7) 

(8) 

B'lliTD 

lO'IO 01 

1S6 or 

lilts’ 

TttI (mT 


SI 08 



1991 94 

T64*2T 

“'2761 

1184 00 


81 82 

88 66 


IW| <12 

1 19 10 



1 196 

8S 10 



1994 9S 

19061 

2460 

1184 00 

1021 

82 35 

129 18 


I9'>2 01 

1S2 17 

98 SO 

1781 00 

1196 

SS84 

90 12 


I99S 96 

167 S8 

6499 

1184 00 

481 

82 86 



19<D 91 

|S6 IS 

9206 

19'9 00 


86 S6 

94 41 

WDJP 

1990 91 

167 16 

1962 

974 00 


71 675 



1991 <»S 

160 07 

10611 

1919 00 

P16 

87 21 

94 ’4 


1991 92 

17168 



519 

71 677 



I99S 9t> 

160 Si 

10781 

1919 («) 

pS’ 

87 92 



1992 91 

177 99 

2198 

976 00 

542 

75 66 

144 57 

BIR 

1990 9| 

■>06 46 

1916 8S4 0() 


90 08 



1991 94 

194 47 

1949 

905 00 


75 79 

70 71 


1991 9'> 

1 11 SI 



69S 

9| 1 4 



1994 9S 

18S70 

1116 

905 00 

528 

75 25 

106 51 


1992 91 

1S1 79 

2111 

8S9 (H) 

69 S 

91 81 

h’ 02 


I99S 96 

178 98 

2621 

905 00 

592 

75 44 



199' 91 

I4« SI 

IS9S 

991 00 


92 67 

S9 79 

Ml DA 

1990 91 

149 66 

S0S6 

616 00 


90 55 



1991 9S 

1 18 79 

2S67 

99S (Ml 

)()S 

91 SI 

11261 


1991 92 

ISO 71 



591 

90 88 



I99S 96 

1 14 81 

1407 

99S IK) 

81S 

94 11 



1992 91 

I4S00 

1868 

616 00 

591 

91 20 

49 68 

BANK 

1990 91 

ri 61 

4899 

I20S 00 


77 10 



1991 94 

17177 

910 

608 00 


91 64 

6619 


1991 92 

192 IM) 



81S 

77 6S 



1994 9S 

168 24 

1196 

608 00 

591 

92 12 

66 24 


1992 91 

IHO 21 

2S|S 

I20S 00 

MS 

81 14 

82 91 


I99S 96 

ISS IS 

2111 

608 00 

574 

92 50 



1991 94 

187 91 

1460 

1076 00 


8160 

87 68 

JALP 

1990 91 

116 S2 

8092 

niKX) 


82 61 



1994 9S 

too 96 

1191 

1076 («) 

861 

8160 

91 71 


1991 92 

141 17 



542 

88 98 



I99S 96 

■>0S 91 

2S04 

1076 18) 

861 

8160 



1992 91 

140 94 

1188 

1115 (K) 

542 

88 21 

100 17 

MID 

1990 91 

ISO 02 

I79IS 

2222 (8) 


87 07 



1991 94 

116 81 

1IS2 

1285 00 


89 45 

101 87 


1991 9s 

208 41 



I74S 

92 81 



1994 9S 

122 SI 

1880 

1281 00 

577 

89 06 

108 28 


PW 91 

199 20 

7611 

2222 (K) 

I74S 

9107 

8S67 


I99S 96 

112 09 

4152 

128100 

155 

89 51 



1991 91 

194 9S 

6S89 

'>017(8) 


91 IS 

101 02 

DARJ 

1990 91 

110 66 

6180 

799 00 

160 

49 S3 



1994 9S 

212 91 

7081 

2017 00 

I7SS 

88 26 

98 09 


1991 92 

166 08 



160 

49 SI 



199S 96 

217 91 

8007 

’017 (8) 

1774 

88 S6 



1992 91 

161 IS 

2199 

799 00 


49 SI 

70 91 

HOW 

1990 91 

14S 7 7 

10097 

SSS 00 


89 SI 



1991 94 

177 67 

1191 

531 00 


49 SI 

54 77 


1991 92 

189 90 



I74S 

89 88 



1994 9S 

124 62 

1297 

511 00 

116 

1191 

20 22 


1992 91 

IS8 SO 

6607 

S18(8) 

1 74S 

92 96 

101 17 


I99S 96 

IS2 19 

1085 

511 00 

287 

1191 



1991 91 

1 SO 29 

6498 

S40 (8) 


91 4S 

91 19 

( BHR 

1990 91 

141 14 

2003 

1027 (X) 


90 S6 



1991 9S 

IS9 IS 

9184 

S40 (81 

I7SS 

9171 

88 SI 


1991 92 

14140 



275 

90 99 



I99S 96 

141 64 

9010 

S40 00 

1774 

9199 



1992 91 

118 47 

756 

1027 00 

275 

91 19 

98 11 

Hfil ^ 

1990 91 

141 9S 

11789 

1121 00 


82 71 



1991 94 

1S104 

421 

1028 00 


91 40 

7814 


1991 9-> 

1S8 77 



780 

81 82 



1994 9S 

128 SS 

175 

1028 00 

275 

91 60 

59 86 


1992 91 

1 SO 10 

49S0 

1122 00 

780 

84 66 

108 09 


I99S 96 

IS1 77 

628 

1028 00 

587 

91 94 



1991 94 

IS| 71 

S004 

1091 (8) 


8S SO 

90 48 

PRLA 

1990 91 

129 2S 

5147 

762 (X) 


2001 



1994 9S 

167 26 

4011 

1091 (8) 

794 

86 24 

P9 72 


1991 92 

I1S91 



504 

20 60 



I99S 96 

IS7 47 

6019 

1091 (8) 

821 

87 70 



1992 91 

I4S 86 

1881 

767 00 

504 

20 71 1 

110 24 

NDIA 

1990 91 

168 82 

6471 

919 00 


7S 28 



1991 91 

147 47 

1802 

809 00 


21 61 

77 19 


1991 92 

176 6S 



S16 

7S 8S 



1994 9S 

161 5S 

982 

809 00 

520 

21 80 

82 16 


1992 91 

168 42 

4179 

941(8) 

816 

76 01 

66 94 


199S 96 

1S191 

5221 

809 00 

587 

22 28 



1991 91 

178 S4 

2677 

974 00 


76 12 

76 S8 

24 PG 

1990 91 

119 81 

16881 

2157 00 


78 90 



1994 9S 

171 91 

2119 

974 00 

841 

76 68 1 

114 29 


1991 92 

177 S6 



1721 

79 04 



199S 96 

166 10 

1108 

974 (8) 

99s 

76 92 



1992 91 

172 08 

19121 

2182 (X) 

1721 

78 35 

98 99 

MURS 

1990 91 

IS7 28 

627S 

1219(8) 


79 44 



1991 94 

16711 

17199 

2189 (K) 


7911 

98 15 


1991 9’ 

161 08 



999 

80 4f 



1994 9S 

176 51 

2I47I 

2190 00 

1855 

78 58 108 84 


1992 91 

I6S 10 

1218 

121100 

999 

81 II 

92 91 


199S 96 

11981 

21556 

2196 00 

1823 

78 75 



Nnfet JRY is i ili.ul,iU(l by applying Ur following formula 
M indavs generated under JRY 

JRY ---X 100 

Tai gelid mandays 

Vfwnei (1) DataonPRVY TMP and RPWO obtained (rom BAES GOWB 

(2) Data on BHC arc given by the SBHI (State Bureau of Health Im'‘lligence) GOWB 
(S) Data on EBR arc obtained from the Direeiomte of Land Records and Surveys, GOWB 
(4) Data on JRY are given by jbe UepaitiiRni ot Rural Development, GOWB 
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hedonic regMssion to detensine the 
weights of different indicatofs in con¬ 
structing the district development index. 
Here the regression cannot explain about 
10 per cent of the observed variation 
(R^ = 0.89). To account for this 10 per 
cent variation one should search for any 
major influence which may be left out in 
the process of indicator selection due to 
non- avai labi lity of adequate reliable data. 
The search should start from the agricul¬ 
tural sector as here in spite of good per¬ 
formance the estimated regression co¬ 
efficient of PRVY was not statistically 
significant. In explaining the remaricabic 
performance in the agrarian front the 
govemment of West Bengal has identitled 
the rapid spread of minor irrigation po 
tentials as a key factor in successive issues 
(f Eionomic Review between 1986-87 
and 1993-94. It has been claimed that the 
provision oi assured irrigation is another 
crucial aspect of the rural development 
strategy in the state. As minor irrigation 
has higher utilisation of potential created 
and is further “amenable to being land- 
holding specific", ihe .state govemment 
lays special emphasis on the spread of 
minor irrigation in the state [t'conomi< 
Review 199.1-94:19]. Moreover, in explain¬ 
ing the remarkable agricultural perfor¬ 
mance ol the eastern region, it has been 
observed by Sawant and Achuthan (199.3) 
that the expansion in net irrigated area 
in the eastern region was Just 3 percent 
between 1970-81 as against 40 per cent 
in 1980-91. The share ot the region in all- 
India level increase in irrigation therefore 
jumped Ironi 2 per cent in 1970s to 24 per 
cent in the recent decade. They are of the 
view that this significant gain in irrigation 
must have played a crucial role in improv- 


hig growth oivirontnent.. Hence, in the 
absence of reliable htformation on irriga¬ 
tion potential an assignment of lOpercent 
weight against 'minor irrigation* may be 
suggested. 

For the remaining 90 per cent weights 
the following procedure is followed: the 
coefficient estimates are standardised by 
expressing them in terms of respective 
standard deviation units (that means, the 
weights turn out to be proportional to 
the respective t-values). This procedure 
suggests a 66 per cent weight on employ¬ 
ment generation and 12 per cent weights 
each on both land reform measures and 
health inlrastructure (which .stands as 
a reasonable proxy for the social .sector 
development). 

IV 

Concluding Observations 

The foregoing analysis suggests that the 
entitlement’ and ‘socialopportunities’ are 
essential in.struments for sustainable eco¬ 
nomic development. When the producti¬ 
vity improves steadily in Ihe core sectors 
inking resources available for social .sector 
development then the time is ripe to select 
appropriate policy instruments such as the 
expansion of social infrastructure and 
proper institutional provisioning to make 
this development .sustainable. 

Prom both the official documents and 
a number of research papers it is apparent 
that agriculture in West Bengal experi¬ 
ence a steady growth during the decade 
ol 1980.S. This productivity growth gen¬ 
erates social surplus to create non-form 
employment and to develop social infra¬ 
structure. From the district level time series 
data prc.sented in Table 7, it is apparent 


that there aw variations in EMP, JRY anit 

BHC series, but the significance level a! 
the estimated coefficients have surpa»ed 
our expectation in terms of their statistical 
importance. So, apart from the long-run 
sustainability issue, the participatory plan¬ 
ning approach has generated enthuriasm 
and awareness among the mas.se$ of rural 
people which improves the utili.satioa level 
of the social provisions.'* So. for the last 
10 years the hedonic regression c.stimalcd 
here highlights the contribution of the 
relatively recent policy instruments on 
DDP. 

Thus, the indicators and their weighting 
structure are contingent upon the state of 
economic development. During the 1970s 
the involvement of banking sector was 
more impoitant, during the 1990s. in We.st 
Bengal, the growing provision of .social 
opportunities and the extending network 
of entitlements through det mtralised 
participatory planning approach play the 
most crucial role. So. .sonic inslrumcnis 
veiy closely related to the components of 
HDl turned out to be important. TTiis 
coincidence should not create any confu¬ 
sion regarding the purpo.se of constructing 
an instrumerit-ba.sed causal index, like 
ours, to study district level development. 
This paper sugge.stsagcneral methodology 
of index construction where the spe¬ 
cific details regarding the .structure of 
the index obviously depend on the state 
of development and the underlying policy 
orientation at the time of its application. ' 

Notes 

1 Al the time of wntmg this paper information 
on DDP was available up lo I9S9-<I0. 

2 Hedonic hypothesis claiias that the goods are 

valued for ihcir utility bearing aitnbutes or 
chaiacteristic Now. a class of diffetentiaied 
products IS completely desenbed by a sector 
of objectively measured charactenstics. 
Observed product prices and Ihe specific 
amount of characteristics associated with each 
good define a set ol implicit or ‘hedonic’ 
pnccs. Ko.sun (1974) discussed the empirical 
implications for hedonic price regression 
and pointed out the potentials of (his 
technique fur index coastniction The method 
IS extensively applied in case of housing 
markets and a comiirchensivc survey of that 
is done by .Smith. Rosen .md Pollts (1988) in 
this paper we are interested in consinictiqg a 
district development index whose worth is 
determined by the contnbulion of the selected 
indicators toward.s district development. If 
development is to be measured in terms of the ' 
value of SOP then a hedonic regression run 
on domcsiic product may he appropriate in 
evaluating the relative contnbulion of the 
selected components ' I 

.1 Since at the later stage of the analysis to,- i 
overcome the problems lelatcd lo the paucity ' ; 
of data we have pooled dcstiict level time-;' v 
senes and cross-section data, so at this eariiep "'I 

. i ' 


TaBI F 8'EsTIMATIU RfcORISSION EuliAnONS 


Vaiiables 

Regression 1 

Regression 

11 

Regression 

III 

Ci>cfficicnt 

t-valuc 

Coefficient i 

i-valuc 

Coefficient t-valuc 

PRVY 

041 

-0 18 

0 19 

0 10 

•0 66 

-0 28 

BMP 

0 08 

761 * 

0 10 

II 61 • 

0 08 

7 27 • 

EBR 

4 60 

2 47 • 

t 14 

2 22 •* 

4 46 

2 18 *• 

RPWD 

0 60 

0 44 

0 04 

031 

0 009 

0 03 

BHC 

0 74 

.4(X) • 

0 42 

2 10 ** 

0 82 

2.12 ** 

T1 



288 93 

2.54 • 



T2 



S79 SO 

490 * 



T.1 



68 .S 24 

5.69 • 



T4 



694 .S2 

5.84 • 



TS 



688 44 

5 96 ♦ 



SI 





-.59 79 

-0 47 

S2 





32 30 

0 18 

R2 

0 82 


0 89 


0 83 


F 

79.0.‘5* 


68.03* 


55 47* 

df 

84 


79 


82 


FT 



10.05 * 




FS 





2 41 



* lndicate.s statistically significant values at less than I per cent level. 
** Indicates statistically significant values at less than 5 per cent level. 
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stage of indicator selection only those variables 
are considered tor which appropriate and 
adequate inforniatton ore available even at the 
divtnU level 

4 It has been admitted by all researchers and 
scholars that the data on irrigation ore generally 
flawed as on the one hand they underestimate 
the invesliiienl in private irrigation and on the 
other tlK cost ol cultivation' statistics docs 
not report infoniulion on water use [Sen and 
Sengupia l*H)S Mukherii iind Mukhopodhyay 
IWS] 

5 A disinciwise estimate of total number ol 
horgadars is provided by the dtreclorate ol 
land records and siiiveys government of West 
Bengal The inloniiation on tia actual numhcr 
of recorded batgiUkus is also provided by the 
same directorate lo assess tbe achicvcineni 
in leims of Bate i lecurding tor each district 
the actual ill iinment is expressed as a 
peicenlagc ol the estimated total Summing 
this estim.ited total over the districts gives 
.in idea about the total numbei of baigadurs 
loi tlie state .is a whole 

6 In doing so we have ignored the iiwtro dtsitiit 
Calcutta and have clubbed logelber the 
information on 24 Parganas (N) and 24 
Pargan.is (S) loi e\ c ry respect Whenever there 
exists .iny data gap the missing observation 
IS alwiiys reiiloced by a iincaily iiiler]xilaled value 

7 According lo the dcp.irtmenl ol tores! resource 
inan.igeiiK'iit govemmcnl of West Bengal the 
disiticis of tlu. stale can be div ided into five 
major ecological /ones vi/ narjceling 


Himalaya*. Sub-Htmalayan Weit Bengal. 
Central Altuvinl Tract, Coastal Saline Zemt 
and Latentic Tract For our puipose we have 
defined three agro-climalic /ones First one 
was obtained by combining the first two rones, 
the second one (our reference category) is 
specified by combining the next two /ones and 
obviously the thud one is defined in terms of 
the lotcnlic tract 

K In fact Ghosh (1988) observed that “the impact 
ol both polilicisabon ol the panchayat elections 
and the implementation of land refoim with the 
help of ponchayats has been the build up ol 
a degree of political awareness and participation 
by the masses of rural people in panchayat 
activities which is unparalleled and somewhat 
unique (except fur Tnpura under I ett Front 
iiile until lately) in the entire country' 
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Urbanisation and Human Development 

in West Bengal 

A District Level Study and Comparison with 
Inter-state Variation 

Basabi Bhattacharya 

This paper analyses the design of West Bengal economy in terms of human development. The hunUm 
development levels across West Bengal districts vary sharply and are more in favour of the urbanised regions. 
This pattern persists over time. The overall Indian situation also reveals this pattern but the extent of variation 
is less. 


Introduction 

THE colonial rule in British India has 
implanted a mono-nuclear set up in its 
structural system, which seems to persist 
even today. Over centuries, Calcutta had 
been the centre for export trade and mobili¬ 
sation of resources. It seems interesting 
to study whether this has generated any 
backwash effect in our development pat¬ 
tern. Keeping this in view, the economy 
of West Bengal, of which Calcutta is the 
utbanised mega centre, is chosen here for 
the above-mentioned purpose. 

TTie design of the West Bengal economy 
IS examined here in terms of human de¬ 
velopment The concept has been brought 
to the surface only recently by the UNDP 
in Its Human Development Report (HDR) 
ol 1990 lUNDP 1990]. Rbroadlyfocases 
on the overall human well-being. Human 
development presently assumes impor¬ 
tance as several recent studies reveal that 
income alone is not always a satisfactory 
measure of welfare, whereas human de¬ 
velopment takes account ol income as 
well as quality of life factors such as 
education, health,etc. The level of human 
development of a region, therefore, re¬ 
veals how the income is put to use and 
how people actually live. 

In this backdrop, this paper iUtempts to 
estimate disparities in human develop¬ 
ment levels in different districts of West 
Bengal. The purpose is toexamine whether 
the economy reflects any uni-nodal char¬ 
acter and the nature of such centralisation, 
if any. In an economy with a mono-nuclear 
set up, there is usually a tendency of 
conglomeraticHi of various facilities to- 
wardsthe urbanised regions thereby raising 
their human development levels. This 
paper probes into the relationship between 
urbanisation and human development in 
the economy of West Bengal. In Section n 
of this paper, the conceptual development 


of the human development index is dis¬ 
cussed. Section 111 deals with methodo¬ 
logy of the index and sources of data. It 
also discu-ssesthe relation between human 
development index and structural indica¬ 
tors of development and the levels of 
urbanisation In Section VI, the human 
development index of the different dis¬ 
tricts of West Bengal is estimated for 1981 
and 1991. Asimilarexercise IS also earned 
out at the Indian state level as a matter of 
reference. The deprivation index from 
which the human development index is 
derived is presented here and the compo¬ 
nents of the human development index of 
the different districts are analysed. In 
Section V correlates of human develop¬ 
ment index of the West Bengal distnets, 
as well as that of the Indian states, with 
the levels of uibanisation and industriali¬ 
sation of the respective districts are esti¬ 
mated and analysed. Section VI concludes 
the paper by discussing the results of the 
human development indices and their 
correlates estimated in this study. 

II 

Human Development Index - The 
Conceptual Devdr^ment 

The concept of human development or 
promotion of human welfare has its origin 
in the writings of earlier social scientists.' 
But over time, excessive preoccupatitm 
with income growth and the consequent 
stress upon the goods economy obscured 
this objective of development. It has come 
to be realised that there is no automatic 
relationship between any particular level 
or rate of growth of GNP and improve¬ 
ment in quality of life [Morris and Me Alpin 
1982]. It is also revealed in UNDP study 
that the level of GNP does not necessarily 
indicate the level of human development. 
Sri Lanka, Chile. Jamaica, Thailand, 
Tanzania, for example, do far better on 
their human development ranking than on 


their income ranking. Again. Oman, Saud 
Arabia, Algeria, Senegal have a mud 
higher income ranking and a rank consid 
erabiy worse on their human development 
positions [UNDP 1990:14-16]. A stud) 
by Mazumdar(1990) on Asian poveiQ 

Tabie I Human DFVux)i>MENT Inolx of Maiob 
Indian States. 1981 


Slates Haman Develop- HDI SOP 

inent Index (HDI) Rank Rank 


Kerala 

0 7728 

1 

10 

Punjab 

0 6424 

2 

1 

Maharashtra 

0 637.1 

3 

3 

Himachal Pradesh 

0 532.5 

4 

5 

Haryana 

0 4993 

5 

2 

Karnataka 

0 4771 

6 

7 

Cujarai 

04705 

7 

4 

Tamil Nadu 

0 4.509 

8 

9 

West Bengal 

0 4438 

9 

6 

Andhra Pradesh 

0 3501 

10 

8 

Assam 

0 2811 

11 

13 

Rajasthan 

0 2030 

12 

II 

Onssa 

0 1597 

1.3 

IS 

Uttar Pradesh 

0 1343 

14 

12 

Madhya Pradesh 

0 0948 

IS 

14 

Bihar 

0 0876 

16 

16 


Note Construction of HDI is explained in text 


Tabi-E 2 Human Dfvei opmfnt Index of 
West Benoal Distruts, 1981 

Districts Human Develop- HDI SDf 
ment index (HDD Rank RtuC 


Calcutta 

1 0000 

1 

1 

Howrah 

0 7374 

2 

2 

Hooghly 

0 6767 

3 

4 

Burdwan 

0 5990 

4 

3 

Daijeeling 

0 5.581 

5 

5 

24-Parganas 

0 5367 

6 

6 

Bankura 

0.4373 

7 

It 

Purulia 

0.3631 

8 

8 

Birbhum 

0 3057 

9 

7 

Nadia 

0 2966 

10 

9 

Midnapore 

0 2832 

11 

14 

iaipaigun 

0 2528 

12 

10 

Murshidabad 

0 1707 

13 

> 2 ; 

West Dinajpur 

01107 

14 

»3C 

Coochbehar , 

00766 

15 


Maldah 

00000 

16 


Note, Construction 

of HOI IS explauied la 

’^ 9 '. 
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also reveals that although China is at a 
similar level oi GNP per capita to that ot 
India and Pakistan, has a much better 
pcrtomiancc in lerms of quality ot life Per 
capita GNP therefore, cannot be taken as 
a surrogate (or perfonnanecs in quality of 
life 

Since human development includes 
several lactois contributing towards hu 
man wellate measuring human welfare 
poses a gieat problem Several attempts 
have been made m this direction [Morns 
andMcAlpin 1982 Mukhcrieeetal 1981) 
The most recent endeavour m this line ot 
appioach is the human development index 
(HDD as formulated by the UNDP lo 
measuie relative deprivation in ovetall 
perspective I UNDP 19901 Among many 
tndicatois lo measuie n l.iiive deprivation 
three types of depiivation aic biought into 
the focus peoples depiivation m life 
expectancy literacy and income for a 
decent living standard to icpicsent longe 
vity knowkdgc and command ovei rt 
sources rispcciivelv 

III 

Measurement of Human 

Development - Methodology and 
Sources of Data 

1 he original construe lion ot HDI by the 
UNDP nieasuies depiivation of a country 
in each of the ihrie selected basic com 
ponents in lelaiion lo other countries m 
a particular yeai I hese three components 
are adult literacy i.iie per capita income 
and life expectancy ('ouniiies are scaled 
in tcims ot then distances Irom the maxi 
mum values of these components Ihe 
maximum values tor the components 
except per capita income aie selected as 
the highest values iccorded amimg Ihe 
countries Foi the income component the 
average olficlal poveitv line in teims of 
income m nine indusiiial counliics ' ad 
justed hv puichasmg powei panties is 
taken to lix Ihe desiiable or adequate value 
Dcpriv.itions ol countries with regard to 
income aie measuied from this desirable 
value liowevci insleadotabvilutcvalues 
logarithms aie used to mcorpoiatc the 
effect ol diminishing maigmal utility ol 
income 

The depiivation with ii'gard to Ihe three 
components loi each country arc next 
indexed in a scale By constiuction Ihe 
xcale ranges tiom the minimum value of 
uero in case of minimum deprivation to 
the maximum value ol one in case ol 
maximum deprivation lor these compo 
nents This is done by dividing the dep 
nvations with regard to Ihe components 
by the respective differences between the 


identified maximum and minimum values 
of the components 

Finally, foi each country, the depnva- 
tion indices obtained as above for the 
three components, arc averaged withequal 
weightagc to get its average depnvation 
indicator which when subtracted from 
one gives the HDI Mathematically, the 
deprivation index, I tor the )th countiy 
with respect to the ith component is de 
lined as 

(max X,| - X,|) 

^ 1 ) 

(max X,| - min X,|) 

Ihe average depiivation indicator is 
mven by 


I mallv the HDI for the jth country is 
obtained as 

HDI, = (I-I,) 

The present study estimates the HDI for 
the districts ol West Bengal and for the 
ma|oi states ot India lor the two succes 
sive census yeais 1981 and 1991 to es 
innate the changes m Ihe pattern of rela¬ 
tive deprivation over time 

Some alterations m the construction of 
the index have lo be made as alt the relevant 
data ai the disinct level are not available 
At the stale level also, the major Indian 
slates are selected on the basis ol avail 
ability of data The components chosen 
here (or HDI are literacy rate above seven 
years ol age infant survival rate and per 
capita real domestic pioduct It is felt that 
adult literacy rate and mean years of 
sc hiMilmg combined at the ratio two-thirds 
and one third icspeclively can better 
lepresent the level of education as pro- 

1 Mill 1 ilUMSN i)(VILOPMLNT InOFX CM MAJOR 

Indian Statts 1991 


posed by the UNDPmthe modified version 
of the index. But necessary data for es¬ 
timating mean years oi schooling tor 1991 
are not available For this rpason, literacy 
late above seven years is taken here for 
estimating HDI for 1981 and 1991 
For the health component, infant sur¬ 
vival rate is chosen for both the census 
years Infant survival rale is defined by 
infant survival per thousand live births 
This IS chosen because data on life expect¬ 
ancy are not available tor the districts 
For representing utility derived from 
income, logarithm of per capita real state 
domestic pnxluct is taken for state 
level HDI and that of per capita real distnet 
domestic product tor the district level HDI 
In the HDI modified by the UNDP, dimin¬ 
ishing marginal utility of income is made 
piogrcssi ve above the poverty line income 
by the use of the notion of elasticity of 
marginal utility ot income with respect to 
income This could not be done in this 
study due to the lack of district level data 
in this regard Hence, this paper assumes 
unitary elasticity of maiginal utility of 
income with respect to income 
As the domestic product figures are 
available for (he financial years, these arc 
adfusted proportionately to the calendai 
years Income data are taken at the 1981 
constant prices The 1990 91 data on 
current income are converted at the con¬ 
stant prices of 1981 by using an estimated 
GDP deflator Ihc maximum and the 
minimum values for each of the compo 
nents arc found out separately for 1981 
and 1991 For measuring progress in 
human development over time, the flu 
man De\ elopmt ntRe/wrt, 1992, however, 
considers the maximum and minimum ot 
the I IDl components over a period In this 
study It IS found that in both the years, 
1981 and 1991, the maximum and mini- 

Tabif 4 Human Dfvh iwMi-Nt Indix oi 
Wi-si BlnciAL DiSTRicrs 1991 


Slates Human Develop 

imni Index (HDI) 

HDI 

Rank 

SDP 

Rank 

Disincis 

Human Develop 
ment Index (HDIJ 

HDI 

Rank 

SDP 

Rank 

Kerala 

0 7495 

1 

14 

Calcutta 

I 0000 

1 

1 

Punjab 

0 6866 

2 

1 

Howrah 

0 7671 

2 

2 

Mah iraslura 

0 675X 

X 

2 

Hooghly 

0 6956 

X 

X 

Harvana 

0 57X8 

4 

X 

Burdwan 

0 6521 

4 

5 

Ciuiarat 

0 5681 

5 

4 

24 Potganas 

06409 

5 

4 

Tamil Nadu 

05672 

6 

5 

Midnapore 

0 5X98 

6 

12 

Himachal Pradesh 

0 5020 

7 

6 

Birbhum 

04866 

7 

7 

West Bengal 

0 4761 

8 

7 

Bankura 

0 4X44 

8 

8 

Katnaiaka 

0 4405 

9 

8 

Darjeeling 

0X979 

9 

6 

Andhra Pradesh 

0 16n 

10 

9 

Nadia 

0X891 

10 

10 

Assam 

0 H7I 

11 

IX 

Putulia 

0XX51 

II 

9 

Rajasthan 

0 2785 

12 

10 

lalpoigun 

0X026 

12 

11 

1 ttar Pradesh 

0 2172 

.IX 

12 

Maldah 

0 1980 

IX 

16 

Uthitr 

0 I74X 

14 

16 

Mutshidabad 

0 1852 

14 

IX 

Madh>a Pradesh 

0 1502 

15 

11 

Coochbehar 

0 10X4 

15 

15 

Ollssi 

0 1X40 

16 

IS 

West Dinajpur 

• 0 0524 

16 

14 


Smr Cunstruction of HDI is explained in text Ntne Construtiion of HDI is explained in text 
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mum values of the component have 
registered mostly for Uk same districts 
and states. Therefore, the so-called prob¬ 
lem of 'moving the goal posts* has not 
appeared here. 

The deprivation index of the three 
component.s ate averaged with equal 
weights to obtain the average deprivation 
indicator. Although, equality in the 
weightagc of the components is contro¬ 
versial, this is used here on the basis of 
the finding.s derived from the principal 
component analysis in the HDR [Tatlidil 
1992j. Finally, the average deprivation 
indicator i.s .subtracted from one to get the 
HDI. 

Data on the component variable of the 
HDI are collected from official sources. 
A severe limitation in this respect is the 
lack of availability of critical components 
of 1991 Census data particularly at the 
district level. The 1991 data on infant 
mortality rate for the districts had to be 
computed from the raw data collected by 
the sample registration scheme of the 
census of India on a bi-annual basis. The 
bi-annual rural and urban figures had to 
be added to get infant deaths per thousand 
live births for the year 1991. Data on the 
per capita district domestic product ol 
West Bengal in 1991 are collected from 
the tentative figures worked out and sup¬ 
plied by the Bureau of Applied Economics 
and Statistics, government of West Ben¬ 
gal. Data on literacy at the state and the 
district level are obtained from the Pri¬ 
mary Census Ab.stract of India, 1991. Data 
on the ml ant mortality rate for the Indian 
states in 1991 are collected from Paper I 
and Paper II of 1992 Final Population 
Totals, Census of India, 1991. For the 
income component, data on the per capita 
state domestic product for 1991 are col¬ 
lected from the Quick Estimates of Central 
Stati.stical Organisation (CSO) of India 
published in the Statistkal Pocket Book, 
1992. 

For the HDI in 1981, data on literacy 
rates for the Indian states and the West 
Bengal di.stricts are obtained from the 
ceasus Hguies of 1981. Data on district 
domestic product of West Bengal districts 
arc collected from the State Statistical 
Abstracts ol Government of West Bengal 
from 1978-89. Central Statistical 
Organisation, Government of India's pub¬ 
lication on Estimates of State Domestic 
Product. 1987, is referred to for data on 
state domestic product. Child in India, 
Government of India, 1985, and Census 
of India, Govemnwnt of India, 1981, are 
referred to for the infant mortality rate at 
the Indian state and West Bengal district 
levels respectively. 


IV 

Estimation of Human Development 
Index in Mi^or Indian States 
and West Bengal Districts 
in 1981 and 1991 

Table 1 presents the HDI of 16 major 
states of India for 1981. The states are 
ranked in the descending order of the HDI. 
The table reveals .significant inter-state 
disparities in human development in India 
ranging from 0.7728 for Kerala to 0.0876 
for Bihar. The coefficient of variation in 
the HDI is 0.54. The states are also ranked 
in the descending order of their per capita 
domestic products. The rank correlation 
coefficient between HDI and per capita 
domestic product is 0.81 which shows that 
there exists a .similarity but not a coinci¬ 
dence between the two ranking. 

The HDI of the West Bengal di.stricts 
lor 1981 arc presented in Table 2. Here 
also the districts are arranged in the de¬ 


scending order ofdieHDL The tableieveal 
that the extent of variation in relativ 
deprivation, ranging from 0 for Malda t 
1 for Calcutta, is much sharper compare 
to that at the state level. The coefficier 
of variation in the HDI is 0.67, which i, 
higher than that at the all-India inter-stati 
level, indicating a higher degree of refat' 
tive deprivation in West Bengal. Thr 
districts of West Dinajpur, Coochbehai 
and Malda have lowest ranks as 14th, IStI 
and 16th respectively, indicating that the; 
are the most deprived ones. Calcutta 
Howrah. Hooghly and Burdwan have tlu 
highest ranks. The rank correlation co¬ 
efficient between the HDI and per capit 
district domestic product is 0.94. 'Ilik 
indicates that districts in West Benga 
which are deprived in terms of income are 
also deprived, by and large, in terms o 
human development. 

In Table 3, HDI of the Indian states fo 
1991 is presented. The range of inter-state 


Tabi f S Dcprivation of Statf,s by HDI ComkinjiNts 


.Slates 




[invatinn Index 

Liceracy 

Ini 

rant Survival 

Per Capita SDP 

I9KI 

1991 

1981 

1991 

1981 

1991 

Andhra Pradesh 

0 8Vf< 

0 891 

0 467 

0514 

0 585 

0 512 

Assam 


0 719 

0 657 

0 587 

0 781 

0 742 

Hihar 

0 966 

1 000 

0 771 

0 477 

1 000 

1 000 

Ciuiaral 

0 573 

0 556 

0 752 

0 477 

0 264 

0.263 

Haryana 

0 734 

0 662 

0 610 

0 468 

0 159 

0 149 

Himachal Pradesh 

0 .595 

0 506 

0 124 

0 532 

0 484 

0 456 

Karnataka 

0 690 

0 658 

0 305 

0 551 

0 573 

0 470 

Kerala 

0 (XK) 

0 000 

0 000 

0 000 

0 682 

0.752 

M.ldhya Piadesh 

0918 

0 889 

1 000 

0 963 

0 797 

0.698 

Mahaiushtra 

0 S(X) 

0 486 

0 400 

0 395 

0 199 

0 094 

Orissa 

0 788 

0 793 

0 933 

1 000 

0 799 

0 805 

Puniab 

0 654 

0610 

0 419 

0 330 

OOIK) 

0 000 

Rajasthan 

1 000 

0 999 

0 676 

0 551 

0715 

0616 

Tamil Nadu 

0 532 

0 529 

0 514 

0 367 

0 601 

0 403 

Uttar Pradesh 

0 938 

0 939 

0 886 

0 697 

0 774 

0712 

West Bengal 

0 635 

0 626 

0 514 

0 486 

0 519 

0 460 

Note t'onstruction of HDI k explained in text 







Tabu- 6 DEniivATioN of Disnucrs by HDI Comfonfnts 


Oistricls 



Dep 

nvation index 




Literacy 

Infant Survival 

Per Capita SDP 


1981 

1991 

1981 

1991 

1981 

1991 

Bankura 

0 638 

0 609 

0 238 

0 394 

0812 

0694 

Birbhum 

0 736 

0 692 

0 702 

0 242 

0 645 

0.607 

Burdwan 

0 533 

0.375 

0 286 

0 2.55 

0 384 

0414 

Calcutta 

0000 

0000 

0000 

0000 

OOtX) 

0.000 

Coochbehar 

0 808 

0 7.58 

0 988 

0 942 

0974 

0.989 

Darjeeling 

0.568 

0 468 

0 310 

0 760 

0 448 

0..578 

Hooghly 

0 381 

0.258 

0 167 

0 329 

0422 

0 326 

Howrah 

0317 

0 2.38 

0 143 

0217 

0 328 

0244 

Jalpaiguri 

0 854 

0 775 

0 583 

0 544 

0 804 

0 773 

M^dah 

1 000 

1.000 

I 000 

0 406 

1 000 

1 000 

Midnapore 

0 498 

0 197 

0714 

0 352 

0 939 

0 831 

Murshidabad 

0 946 

0 937 

0714 

0 664 

0 827 

0.844 

Nadia 

0 652 

0 598 

0 655 

0 465 

0 803 

0 771 

Purutia 

0 854 

0.817 

0.321 

0 466 

0 736 

0712 . 

24-Paiganas 

0 429 

0 377 

0.512 

q356 

0 449 

0 345 

West Diaiiipur 

0 896 

0.913 

0 8.57 

1 000 

0915 

0.9.30 


Note: Constmetion of HDI is explained in text. 
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variation in HDI in 1991, varying from 
0.7495 for Kerala to0.1340 for Orissa, has 
decreased over lime. This is also evident 
from the coofficieni of variation which is 
0.47 in 1991 compared to 0.54 in 1981. 
The rank correlation coefficient between 
the HDI and the .state domestic product 
is 0.69 in 1991, much lower than 0.81 
in 1981. indicating that the a.s.sociaiion 
between the HDI and per capita domc.stic 
product ha.s decreased. 

Tabic 4 .shows the HDI lor the West 
Bengal districts for 1991. It reveals that 
there still exists a high degree of variation 
ranging from 1 tor Calcutta to 0.0524 lor 
West Dinajpur. But the degree of relative 
depri vat ion has decrea.sed. The coefficient 
of variation in HDi is 0.58 in 1991 as 
again.st 0.67 in 1981. While there is no 
change in the relative laisilionsofC'alcutta, 
Howrah. Hooghly and Burdwan, the 
positions of districts with low HDI have 
slightly changal. Maids, the most deprived 
region in 1981 has improved to the 13th 
rank, but West Dinajpur has become the 
mast deprived region. The rank correla¬ 
tion ciK’llicient (0.90) between the HDI 
and per capita domestic product at the 
district level has remained more or less 
the same, implying that developments in 
We.st Bengal during 1980 and 1990 have 
primarily followed the gradient ot income 
growth. 

The deprivation index ot the compo¬ 
nents of HDI at the slate level in 1981 and 
1991 arc presented in Table 5. It shows 
that both in 1981 and 1991, Kerala has 
the deprivation index of 0 for literacy and 
infant survival rale while Punjab has 0 
deprivation in per capita domestic prod¬ 
uct. Improvement in HDI for Bihar over 
the pcritKl has occurred becau.se of marked 
reduction in its deprivation in intani sur¬ 
vival rale Irom 0.771 in 1981 to 0.477 in 
1991. On the other hand, Ori.s.sa's HDI 
rank has gone down due to increase in its 
relative deprivation in all the components 
mostly in the infant survival rate. In general, 
changes m the HDI of the states are found 
to be brought about mostly by changes in 
the inlani survival rate. 

Coming to the analysis of changes in 
the HDI compimenis at the di.strict level 
inTable 6. il is lound that here also variation 
in the inlani survival has played a major 
role. But unlike the .state level profile, 
variation in |ier capita income is also 
important here. In 1981. Calcutta and 
Malda have minimum and maximum 
deprivation respectively in all the three 
component!:. In 1991. in spite of highc.st 
relative deprivation in literacy and in¬ 
come, Malda's HOI has increased frein 0 
toO.I980belwecn I981and 199I.Adrastik. 


fall in HDI is observed for Daijeeling due of its structure. In order to examine this, 
to a significant increase in its relative some structural indicators of development 
deprivation in infant survival rate and per are chosen. These are levels of urbani- 
capita domestic product. A maiiced im- sation, and shares of primary, secondary 
provement in HDI of Midnapore is due and tertiary sectors in total domestic prod- 
to a fall in its relative deprivation in infant uct. A correlation exercise is made to 
survival and literacy and improvement in examine the nature of the relation between 
per capita domc.stic product. Purulia's the HDI and the structural variables at the 
position has deteriorate due to a signifi- di.strict level and the state level for 1981 
cant increa.se in its relative deprivation in* and 1991. The .state level correlations are 
literacy which has wiped off the gain in made, once again, to refer to the relations 
the other two components. The extent and prevailing at the national level. The struc- 
puttem of relative deprivation in West tural indicators chosen are denoted as URi 
Bengal has remained more or less the same = share of urban population in total popu- 
over lime. lation in the ith region; DPPi = share oi 

primary sector in the domestic product of 
V ith region; DPSi and DPTi are similarly 

Correlate.s of Human Development the respective shares of secondary and 
Index in M^or Indian States tertiary sectors. Since il is postulated that 
and West Bengal Districts overall pattern of economic development 

in 1981 and 1991 over time has its reflection on HDI after 

some time lag, values of these indicators 
The persistence of sharp relative dep- are taken as the averages over the prcced- 

iivation over time in We.st Bengal leads ing 10 years. Thus, for c.stimating the 

one to enquire whether the prevailing correlates of HDI (1981), the values of the 

relative deprivation in the economic .sys- indicators arc taken as the averages over 

lem IS as.sociatcd with some typicalities the period 1970-71 to 1980-81. Simple 


Tabu 7 Comrii ao-.s oi HDI wiih .Stkiich’rai Indicators of IJEviLorMi-jir ai .SiA rc 
AND DiSIRKT LfVU.S 


.Striictiiral Indicators of licvciopment 

Human Development Index 

India Slate l.evel West Bengal District Level 

I9KI 1991 1981 1991 

UR 


0 46 0 62 

0.86 

081 



(194) (2.8S) 

(6 04) 

(5.17) 

DPP 


-0..S1 -0.S4 

-0 86 

-0.74 



(-2 22) (-2 40) 

(-5.65) 

(-4 12) 

DPS 


0 40 0.50 

0 61 

0.54 



(163) (2 16) 

(2 88) 

(2.40) 

DPT 


0 65 0.46 

0 71 

0 61 



(3.20) (1.94) 

i3 77) 

(2 88) 

iWote Figures in 

parentheses indicate t-values. 




Tablf K. HkiII and Uiw Income Ci.usters of Statf.s and Disiki. is 


<'lu.ster 1 

Cluster I 

Cluster II 

Cluster II 

(High Income) 

(High Incuine) 

(Low Income) 

(Low Income) 

l‘)KI 

1991 

1981 

1991 


(A) State Clusters 



Pun|ub 

Punjab 

lamil Nadu 

Andhra Pradesh 

Haryana 

Maharashtra 

Kerala 

Rajasthan 

Maharashtra 

Haryana 

Rajasthan 

Madhya Pradesh 

(luiaral 

Uujaral 

Uttar Pradesh 

Uttar Pradesh 

Himachal Pradesh Tamil Nadu 

Assam 

Assam 


West Bengal 

Himachal Pradesh Madhya Pradesh 

Kerala 


Karnataka 

West Bengal 

Orissa 

Orissa 


Andhra Pradesh 

Karnataka 

Bihar 

Bihar 



(B) District Clusters 



f'alculla 

Calcutta 

Nadia 

Purulia 


Howrah 

Howrah 

lalpaiguri 

Nadia 


Burdwan 

Hooghly 

Bankura 

jplpaiguri 

Hooghly 

24-Paraganas 

Murshidabad 

Midnapore 

Darjeeling 

Burdwan 

West Dinajpur 

Murshidabad 

24'Paraganas 

Oaneeling 

Midnapore 

West Dinajpur 

Birbhum 

Birbhum 

Coochbehar 

Coochbehar 

Purulia 

Bankura 

Maldah 

Maldah 



Note The states and districts are in descending order of per capita domestic product. 
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correlation of H0l with these stntctiiral 
variables are estimated over the cross 
section of 16 major states as weli as over 
the 16 districts of West Bengal for 1981 
and 1991. 

Data on population are obtained from 
Ccmsus of India 1971, 1981 and 1991 
and that on sectoral shares are collected 
from State Statistical Abstract, 1978-89, 
government of West Bengal. Similar data 
for the Indian states are obtained from the 
Central Statistical Organisation, govern¬ 
ment of India, estimates for the year 1987 
and Central Statistical Organisation, gov¬ 
ernment of India. publication on Estimates 
of State Domestic Product and Gross Fixed 
Capital Formation, 1991. 

Table 7 exhibits the nature of associa¬ 
tion between the IlDl and the structural 
indicators at the Indian state level and 
West Bengal district level for 1981 and 
1991. It reveals that for both the years at 
the Indian state level, the correlates of HDI 
with the share ot primary sector arc nega¬ 
tive while all other correlates are positive, 
indicating that predominantly rural regions 
have low human development levels. In 
1981. HDI has highest po.sitive associa¬ 
tion (0.65) with the share of tertiary sector 
while in 1991 such association accrues to 
the level ol urbanisation (0.62) Tlie na¬ 
ture of association between the HDI and 
the level ot urbanisation and the share of 
primary sector has. in (act, gone into 
reverse 

At the West Bengal district level, (he 
HDI IS seen to have highest positive 
association with the level ol urbanisation 
in both the years 1981 and 1991 (0.86 and 
0 81 respectively). It indicates that in West 
Bengal, HDI has maintained a very strong 
association with urbanisation throughout 
Further. HDI has a high negative as.socia- 
tion with the share of primary sector in 
both 1981 and 1991. Although, the degree 
of such negative a.s.sociation is less in 1991 
compared to that in 1981. the high nega¬ 
tive values in the two years (-0.86 and - 
0.74 respectively both statistically signifi¬ 
cant at 1 per cent) indicate that relative 
deprivation in human development in the 
rural regions of West Bengal is very high 
and. in fact, much more compared to that 
at the Indian .state level in the correspond¬ 
ing years. Unlike the Indian state level 
profile, the pattern of association at the 
West Bengal district level has remained 
the same over the period, highlighting a 
strong relationship between urbanisation 
and human development. 

The relationship exhibited by the cor¬ 
relation exercise is further examined in 
cases of .states and districts clu.stered in 
high (highest 8) and low (lowest 8) per 


capita income groups. This is done to 
safeguard the analysis from the pitfalls of 
extreme observations since some states 
and districts may have extreme levels of 
economic development leading to the 
results obtained above. The grouping is 
made according to the per capita domestic 
product of the regions to examine whether 
and how the nature of relations change 
from low income to high income regions. 

Table 9 exhibits the correlation co¬ 
efficients between the HDI and the struc¬ 
tural indicators of development for the 
Indian states differentiated into two clus¬ 
ters lor the year 1981 and 1991. Results 
reveal that HDI has higher degree of 
assiK'iation with the structural indicators 
in the low income cluster for both the 
years. Further, in cluster II HDI has high¬ 
est positive association with the tertiary 
sector throughout. 

In Table 10 the correlates of HDI with 
the structural indicators arc examined for 
the We.st Bengal districts clustered into 
high and low per capita incou.e groups for 
1981 and 1991. It can be observed that 
human development is more closely as¬ 
sociated with urbanisation and indus- 
tnalisation in the high income districts 
compared to that in the low income dis- 
tiicts in both the years. The difference in 
the degree of such a.ssociation is also very 
sharp. This is just the reverse of the Indian 


pattern. The nature of association has 
remained more or less the same durit^^ 
period, but the degree of associatioft 
between the HOI and the secondary sector 
has reversed between the clusters in 1991. 
The very high degree of positive associa¬ 
tion of HDI with urbanisation and the 
share of primary sector in West Bimgal 
reveals that difference in its .structural 
pattern still persists over Umc. 

VI 

Conclusion 

Estimation of HDI in thi.s paper reveals 
that the extent ol relative deprivation at 
the district level is much more as com¬ 
pared to the overall Indian situation. This 
is true for both 1981 and 1991 implying 
that the pattern of relative deprivation in 
West Bengal has not changed over time. 
However, the extent ol relative depriva¬ 
tion has slightly decreased in 1991. The 
relative deprivation index in West Bengal 
indicates (hat the more urbani.scd regions 
have higher levels of human development 
depriving greatly the less urbanised 
ones. 

The pattern of as.sociation between the 
HDI and the structural variables in the 
cases of high and low income clusters at 
the .state and district levels reveals the 
bare fact that the relationship between 


Tsuli 9 Cdrkci ATI'S Ol- HDI wim Smuc niRAi Inuicaiurs oi- Di.vtcoiMrNr at Himi and Low 
iNrOMfc CLUSTTR.S Ol InLHAN .SiAIU 


.Sirucluial Indicators of rXivelopmenl 

— 

Human Development Index 
1981 1991 


1 

II 

I 

ll 

HR 

0 18 

0 37 

-0 03 

0.5.3 


(0.4<l 

(0 98) 

(-0 07) 

(1 40) 

DPP 

-0 07 

-0 66 

0 10 

-0.68 


(-0 17) 

(-2 15) 

(0 25) 

( 2.27) 

PP.S 

0 12 

0 48 

-0 10 

-0.50 


(0 30) 

(1 34) 

(-0 25) 

(1 41) 

DPT 

-0 17 

0 82 

-0 06 

0 70 


(-0 42) 

(3.51) 

(-0 15) 

(2 40) 

Notes High and low incomes clusters an* 1 and 11, respectively 



Figures in paremheses indicate t-valucs 




Tabif 10. CoRRi-LATis OF HDI WITH .SiRtiLTURAi Inuicaiors i» I )Evi 1 oFivn.srr AT High and Low 

Income O I'srtRs of West Bfncial Districts 



.Structural Indicators of Development 


Human Development Index 




T9n 

rwr 



1 

II 

I 

11 

UR 

0 92 

0 39 

0 90 

0.29 


(5 75) 

(1 04) 

(5 06) 

(0 74) 

DPP 

-0 87 

-0.18 

-0.64 

-0 61 


(-4 .32) 

(-045) 

(-2 04) 

(-1.89) 

DP.S 

0 28 

0.06 

0 09 

0.71 


(0.71) 

(0 15) 

(0 22) 

(2 47) 

DPT 

0.83 

0 22 

0 74 

0 23 


(3.65) 

(0 55) 

(2 69) 

(0 58) 


Notes- High and low incomes clusters are I and 11. respectively. 
Piguies in parentheses indicate t-values. 
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urbanisation and human development is 
much stronger in the high income cluster 
in West Bengal compared to that in the 
low income cluster lo summanse, the 
structural system ol West Bengal is found 
lo remain mono nuclear over time nour 
tshmg Ills C alcuita centric urbanised re 
gions 

Notes 

1 Mention inly hs mule ul Adun Smith Divid 
Rieiido Koherl Malthiis John Stuvt Mill 
etc III tine context 

2 Aiietrilii ( iiudi the lediiil Kepublie ol 
Giiminv Netheilinds Notwiy Sweden 
Swil/irlind the UK md the IIS 
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Urbanisation in West Bengal, 1951-1991 | 

Pabitra Giri 

The paper discusses the urbanisation process in West Bengal during 1951-91 with reference to the changes . 
in workforce structure and urban-rural productivity gap. In general the relative industrial stagnation and 
the population pressures determined the urbanisation process in West Bengal in the post-independence 
period. Moreover, the agricultural growth and the changed political scenario since the late 19705 had { 
influenced the process. 


I 

Introduction 

ATthe time ol iiidcpcndcncc. West Bengal 
was well advanced in urbanisation 
compared to India as a whole. Urbanisation 
in the slate was highly concentrated in the 
C alcutla region, while the interior districts 
had veiy low level ol urbanisation. This 
pre-independence urbanisation scenario 
can be undci stood well when one takes 
into account the historical process of 
urbanisation in West Bengal C'alcutta was 
the seat of colonial administration and the 
centic of colonial trade Most of the majoi 
labour movemeiil from Bihai, Uttai 
Pradesh and Orissa to the tea gardens in 
Assam and plantationsin Afnca took place 
through C'alcutta The colonial power 
intniduced in Bengal permanent .settlement 
system of land tenure which led to the 
concentration ol agricultural surplus in 
hands of ab.scntcc /amindars residing in 
C'alcutta Subsequently industrial growth, 
based primarily on export-oriented jute 
indiistiy, took place around Calcutta 
because ol the port lacility. internal river- 
transport network ba.sed on Ganges and 
the railway infrastructure. Anothercxtemal 
factor which contributed to urbanisation 
and also urban concentration in West 
Bengal immediately before independence 
was huge icfugee migration from the 
ca.stem part of Bengal. The historical 
perspective of urbanisation in West Bengal 
.suggests that in the pre-independence era 
urbanisation process in We.st Bengal was 
determined largely by the exogenous 
factors rather than being a part of the 
endogenous development of the region 
[Dasgupta 19951. The rc.sult was a 
monocentric urban development con¬ 
centrated in and around Calcutta, with 
some urban development in the mining 
bell of Asan.sol. That the urban growth in 
We.st Bengal had been lc.ss of an endo¬ 
genous process was reflected in the low 
rate of intra-.state rural-urban migration. 
In 1961, about 54 percent of urban citizens 
in West Bengal were migrants but only 
about 11 per cent were intra-state rural- 
urban migrants. 


In this paper we will analy.se urbanisation 
in West Bengal during the post- 
independence decades. Section 11 outlines 
the main features of urbanisation in West 
Bengal during this period. Section ID 
examines the process of urbanisation in 
the state with reference to the changes in 
workforce structure and urban-rural 
productivity gap. .Section IV contains the 
concluding observations. 

II 

Features of Urbanisation 

In 1951. shortly after independence, the 
level ol urbanisation in West Bengal was 
2.1.X8 per cent. Although the .slate had a 
level ol urbanisation alxive the all-Indin 
average (17.29 per cent), it was fourth in 
rank, preceded by Maharashtra (28.75 per 
cent). Gujarat (28.23 per cent) and Tamil 
Nadu (24.35 per cent). However, West 
Bengal experienced a slower rale of 
iirbaiii.sation compared to all India in the 
post-independence decades. The gap 
between urbanisation level of West Bengal 
and all-India declined sharply from 6.59 
percentage points in 1951 to 1.67 per¬ 
centage points in 1991 (Table 1). By 1991 
West Bengal was relegated to the sixth 
position with two more states, Ihinjab and 
Karnataka moving above. 

At the demographic level the slower rate 
of urbanisation in West Bengal can be 
explained in Icrmsof a lowcrurban growth 
compared to all-India and a relatively 
higher growth rate for rural population 
(Table 2), indicating in turn a lower rate 
of rural-urban migration from within the 
stale. The other two streams of migration 
that earlier contributed significantly to the 
West Bengal urbanisation, namely, inter- 
.statc migration from the neighbouring 
backward states and migration from present 
Bangladesh, also declined. The percentage 
of extra .state rural-urban migrants in urban 
population dropped from 14 per cent in 
1961 to 7 per cent in 1981. 

The slower rate of urbanisation in the 
state can be partly attributed to the relative 
industrial stagnation of West Bengal since 
early 1960s. inie share of West Bengal in 
the all-India industrial output (ex-factory 


value added) dropped from 22.9 percent^ 
in 1960 to 19.7 per cent in 1970, 8.6 
cent in 1980 and 6 per cent in 1991y 
[GOWB 1980-81. 1994-95). ntc relative . 
stagnation in industry has its multiplier: 
eflcct on other job opportunities artd this-v 
has reduced intra-as well as inter-.state.' 
migration. 

Not only was the rate ol urbanisation >. 
in We.si Bengal slow but it was unsteady 
also. Although the rale increased during.' 

1970s and 198()s compared to 19.50s and ' 

196()s. there were ups and downs. It, 
decreased in the 1960s (1.23 percent)^ 
compared to 2.38 per eent in 19S0s,. 
then increased to 6.95 per cent during 
1971-81, but again declined to 3.48 per; 
cent during 1981-91 (Table I). 

As already mentioned one important' 
feature ot urbanisation in West Bengal 
was its highdegreeof spatialconcentiation,. 
with a mammoth dominance of Calcutta 
city, i e. Calcutta urban agglomeration 
(UA) as defined by the Census of India,' 

In 1951 Calcutta UA accounted for about 
threc-lourths (74.5 per cent) of West 
Bengal urban population. In the post-9 
independence period this concentration a 
declined only slowly; the share of Calcutta S 
UA fell to 63.5 percent in 1981 and 58.6* 
per cent in 199], ie,an 11 percent declines 
in 30 years, and in the next decade by a 
another 5 per cent. During the 1960$ and! 
1970s, the share of Calcutta in West Bengal a 
urban population went down because pfa 
the stagnation in the traditional jute anda 
engineering industries located in this! 
region, and the growth of the steel townri 
ol Durgapur and various public sectora 
investments in the Asansol-Durgapurl, 
region, whose share in urban population! 
increased from 3.2 per cent in 1951 to 7,89 
per cent in 1981. During the 1980s, urbana 
concentration declined faster because on 
the growth of Siliguri town in the nortltl 
and relatively faster growth of small and! 
medium towns because of fast agricultural! • 
growth since the late 1970s (Table 4). !.> 
The level of urbanisation varied wideljn < 
across the districts of West Bengal. Im ‘ 
1961 excepting the five distnets neig/lMi 
bouring Calcutta - namely, 24-ParganiU|B^. 
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(31.81 per ceitt urtwnisation), Howrah 
(41.% percent), Hooghly (26.46 percent), 
and Burdwan (18.20 per cent) and 
Daijeeling (23.16 per cent), all other dis¬ 
tricts had levels of urbanisation in the 
range of 4.16 per cent (Malda) to 9.11 per 
cent (Jalpaigun). Ciiven the historically 
evolved uneven development of infra¬ 
structure and the law of cumulative causa¬ 
tion, a similar pattern of inter-district in¬ 
equality in urbanisation continued in 1991. 

Another feature of urhani.sation in the 
post-independence West Bengal is the 
growing importance of the large urban 
centres, mostly, urban agglomerations, 
cmisisting of a number of adjacent urban 
units. The slow lale of urbanisation is 
accompanied by a high and increasing 
degree ol urban si/c concentration - more 
and more urban [uipulation living in cities. 
In 1951 urban agglomerations and cities 
with populations of I (K) thousand or moie 
accounted lor about 75 per cent o( the 
urban population while in 1991 about 82 
percent of urban population lives in such 
cities and urban agglomerations. Further 
the pmponion ol urban population living 
in lower order towns in isolation (not part 
of urban agglomeration) declined 
con.sisteiitly over the decades (Table 3) 

Another inteavsting feature ol urbani¬ 
sation, particularly during the 1980s and 
to some extent in the I970.S. was that the 
small and medium urban centres on an 
average had a faster rate ol population 
growth than the cities with population 
hundred thousand and above. As seen 
above, the share ol urban population in 
the cities increased primarily hccau.se of 
the promotion ol towns and urban 
agglomerations from a lower to a highci 
size class 


III 

Urbanisation Process 

Urbanisation is supposed to be accom¬ 
panied by a shi ft of employment and other 
inputs from the predominantly rural 
agricultural sector to the predominantly 
urban industrial and service sectors [Mills 
and Becker I986;p 36], A World Bank 
study also found a closer correlation 
between uibanisation and shift ol labour 
force from agriculture to the manu¬ 
facturing, con.struction and .service sectors 
[World Bank 1982]. The shift in the labour 
force in favour ol urban sector takes place 
in response to the prospect of more and 
better employment with a higher urban 
wage rate (Lewis 1954; Fei and Ranis 
1961; Todaro 1980). 

In the third world countries, with high 
population growth rate and limited scope 
for extending agriculture, unemployment 


Tabu I: Umanisation in West Bengal and bnXA, 19SI *1991 



Uibanisation level 



Rate of u..anlsation 


West Bengal 

All India 


Gap 

West Bengal 

All India 


(a) 

(b) 


(a-b) 



I9S1 

2.3.88 

17.29 


6.59 

- 

- 

1961 

24 45 

17.97 


6.58 

2.38 

3.93 

1971 

24.75 

20.22 


4 53 

1.23 

12.52 

1981 

26.47 

23.34 


3 1-3 

6 95 

15.43 

1991 

27.39 

25 72 


1 67 

3.48 

10.20 

Soun e 

Census of India of relevant years. 






Table 2 Rate or Rural Pofulation Growto in West Bengal and India 




(Annual ExpoNEivnAL Growth Rate) 



West Beneal 



India 



Urban 

Rural 

U-R 


Urban Rural 

U-R 

I9SI-6I 

3 07 

2 76 

031 


2.33 1.88 

045 

1961-71 

2.50 

2..34 

0.16 


.3.21 1.96 

1.25 

1971-81 

2 76 

1.85 

091 


.3 83 1.78 

2.05 

1981-91 

2.54 

2 07 

0.47 


3.09 1.80 

1.29 

Sourtfs 

(1) Census of India 1971, Senes 

1, India, Pan 2A (i). General Population Tables. 


(ii)Ceniuso//ndia 1991, Senes-l, India, Paper2ofl99l, Provisional Population Totals: 


Rurul-Urhan Distribution. 






1 ADI l 3 SiZL niSTRIBUTinN OF URBAN POPULATION US WEST BENGAL 


.Size class 

1951 

1961 


1971 1981 

1991 


(population) 






1 

(IOOOOOf) 75 12 

72 14 


74.02 77.04 

81 71 

11 (.SOOOO 99999) 

5 29 

7.91 


10.40 10.74 

6.58 

III (20000-49999) 

9.38 

11 12 


9.02 7 45 

7.66 

IV (KKXK)-19999) 

744 

5.52 


4.13 3.57 

2 59 

V 

(5000-9999) 

2.18 

3 08 


1.76 1 04 

1 35 

VI 

(<r5000) 

0.59 

0.23 


0.07 0 16 

O.ll 

Total 

100 00 

100 00 


10000 100.00 

100.00 

Soun es • 

Same as in Table 2 







Table 4- Growth rate of Town.s in Different Size Classes in West Bengai 

.Size class 


Decadal erowth rates 



1951 61 


1961-71 


1971-81 

1981-91 

Cla.ss 1 

24.56 


40.65 


3003 

26.82 

Class II 

19 31 


26.68 


26.16 

22.75 

Class III 

15 09 


37 27 


33 4.3 

40.03 

Class IV 

1298 


40 95 


51.03 

41 92 

Class V 

18 53 


24 70 


47.70 

38.58 

Class VI 

2.3 56 


26 15 


1821 

128 50 


Sole Growth rales are computed on the basis of common towns in (he base and the terminal year 
by their si/c class in the ba.se year 
Soun e.t .Same as in Table 2 


Tabu .5. ScrronAL Dlstribution of Wobkhirce in West Bengal 



1951 

1961 

1971 

1981 

1991 

Primary 

.57 81 

60 72 

62.45 

59.06 

.56 49 

Agncullurc 

Other than agriculture 

55.59 

58.75 

61.09 

57..36 

52 96 

and mining and quarry 

0 65 

0 62 

0.43 

0.75 

2 75 

Mining and quarrying 

0.59 

0.57 

0.41 

0.70 

0.78 

Secondary 

15.63 

16.11 

15.23 

18.49 

17.81 

Manufactunng 

1.3.97 

14 60 

13.87 

16.66 

15.96 

Other secondary 

1 66 

1 SI 

I 36 

1.84 

1 85 

1 ertiary 

26 55 

23.17 

22.32 

22.44 

25.69 

Transport 

4.02 

3 25 

4 18 

4.05 

4.22 

Trade and commerce 

941 

7.52 

7.03 

7.64 

10.72 

Public admimstraiion 

I 83 

2.54 

3.14 

3.17 ' 


Banking and insurance 

0 49 

0.26 

0.43 

0.64 

10 75 

Other services 

1081 

9.60 

7.54 

6.95 


Total 

100.00 

100.00 

100.00 

100.00 

100.00 


Note Other services include education, health, recreation, business, legal and personal services. 
Sourte Compiled on the basis of census data. 
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IS pmastve in the hiral areas. The WMge 
rate that prevails in niral agncuiture is not 
a market clearing one for various reasons 
In such a situation, migration from niral 
to urban areas might take place even when 
urban earning is lower thim rural earning, 
just because there are more job 
opportunities in the urban area Further it 
may be noted that sectoral shifts in 
workforce are acompiex proems as vanous 
sectorsaie interlinked through input-output 
and income-consumption linkages and 
technological change affects the rate of 
labour absorption Moreover, in the process 
of development, there is location shift - 
I e, change in the rural-urban site of the 
activity depending on such factors as 
change in technology and organisation of 
producuon changes m transportation and 
communication facilities and the structure 
of the maiket Therefore, the link between 
the urbanisation and change in workforce 
structure is not straightforward 
Keeping these points in mind weattempt 
below to study the urbanisation process 
in West Bengal during 19^1 91 with 
reference to the changes in workforce struc¬ 
ture and rural urban pnxiuctivity gap We 
try to answer the following questions 
first was urbanisation in West Bengal 
induced by tertiarisation or industria¬ 
lisation' Second what is the relative 
importance of sectoral shifts and location 
shifts of workforce in the urbanisation 
process' Third what is the role of the 
primary sector in the process of 
urbanisation*' Finally, how is urbamsalion 
related to the urban-rural productivity gap*' 
To study woiklorce suucturc we consider 
three broad sectors namely, pnmary 
secondary and tertiary as well as the 
important sub sectors within those In 
particular the tertiary sector has been 
decomposed into the following subsectors 
public administration and banking and 
insurance (both government conUolled), 


and tiMsport. trade, other services (wiuc^ 
are Itfgely under pnvate control) The data 
on workforce have been obtained from the 
Census of India for vanous years, and the 
data on the state domestic product with 
rural-urban break up is obtained from the 
Statistical Abstract of West Bengal 1978- 
1989, government of West Bengal 
Importance of tertiary sector In many 
less developed countnes, urbanisabon is 
more due to tertiary sector development 
than industnal development Sometimes 
It leads to the belief that uroanisation is 
induced by the growth of the tertiaiy sector 
In West Bengal too the shareof the ternary 
sector in the woikforce is greater than that 
of the secondary sector In the post- 
mdependence decades the proponion of 
tertiary workers vaned from 22 to 27 per 
cent, and that of the secondary sector 
between 13 and 17 per cent In the urban 
workforce, (he tertiary sector share moved 
m the range ot 61 per cent (in 1951) and 
52 pci cent (1981) whereas the share of 
manulactunng hovered in (he range of 31 
per cent (in 1991) and 37 percent (1981) 
However, if we look at the variations in 
the rate ot urbanisation and the proportion 


oftertiaiy sector in workforce, weobserv# 
no leguiar association between the (wo. 
In fact, during the 1970s when the raleof 
urbanisation accelerated, the proportiiHi 
of the tertiary sector workers in urban 
workforce dropped from 56 per cent id 
1971 to 52 per cent in 1981 Moreover, 
over the decades the relative importance 
of ternary acti vines in the urban economy 
of West Bengal has declined, while that 
ofihesecondarysoctorhasincreased Thus, 
the West Bengal experience shows that 
tertiary sector may be an important 
compoiwnt of (he urban economy for 
vanous sttucniral reasons including labour- 
saving technologies in manutactunng, the 
low absorption capacity of agncuiture, 
expansion of the public admimstranon, 
but It certainly is not playing the leading 
role in the urbanisabon process 
Manufacturing ir the prime mover 
Though the share of the manutactunng 
sector, or for that maner the secondary 
sector, in the workfoae was less than that 
of the tertiary sector in all the decades, the 
rate ot urbamsation in West Bengal was 
closely associated with the change in the 
proporbon of workforce engaged in the 


Table 6 Urban Profur i ion of Worktorce in West Bfnoai 


Sectors 

1951 

1961 

1971 

1981 

1991 

Pnmary 

2 11 

1 38 

2 41 

506 

5 86 

Agriculture 

1 79 

1 16 

231 

2 55 

266 

Uther than agncuiture 
and mining etc 

14 90 

9 57 

1003 

12 69 

11 57 

Mining quarrying 

14 28 

9 68 

9 87 

12 60 

59 25 

Secondary 

65 91 

6072 

67 20 

6005 

51 85 

Manur icturing 

64 90 

6078 

67 81 

60 18 

51 98 

Other secondary 

55 58 

60 17 

60 94 

58 89 

50 72 

fertiary 

65 53 

61 44 

67 06 

6298 

58 96 

Transport 

80 16 

77 ;9 

75 89 

70 15 

62 48 

Trade 

65 97 

66 70 

70 24 

61 55 

59 07 

Public administralion 

74 18 

75 90 

6095 

64 98 


Banking and insurance 

88 87 

90 34 

87 59 

82 47 

57 47 

Other services 

56 69 

47 65 

60 58 

57 69 


Total 

28 56 

24 86 

26 71 

27 05 

26 57 


Soun e Same as in Tabic 5 


Tablf7 Scctural Ois I KiBunuN of Workkirof in Rurai and Urban West Bengal 1951 1991 



1951 

1961 


1981 

1991 


Rural 

Urban 

Rural 

Urban 

Rural 

Uiban 

Rural 

Urban 

Rural 

Urban 

Pnmary 

79 21 

4 28 

79 69 

3 37 

83 15 

564 

78 48 

6 69 

73 96 

8 22 

Agncuiture 

76 42 

149 

77 28 

2 74 

81 43 

5 28 

76 79 

4 94 

70 21 

5 30 

Other than agn culture 











and mining 

0 78 

0 54 

0 75 

0 24 

0 52 

0 16 

0 90 

0 35 

3 32 

1 18 

Mining and quarrying 

0 70 

0 29 

0 68 

0 22 

0 50 

0 15 

084 

0 33 

043 

1 74 

Secondary 

7 90 

34 99 

8 42 

39 35 

6 82 

38 32 

10 13 

41 06 

11 68 

34 78 

Manutactunng 

6 86 

3175 

7 62 

35 69 

609 

35 22 

909 

37 06 

1044 

31 24 

Other secondary 

1 05 

3 24 

0 80 

366 

0 73 

3 10 

1 04 

400 

1 24 

3 54 

Ternary 

12 89 

60 73 

11 89 

57 27 

1003 

56 04 

11 39 

52 25 

14 36 

57 01 

Transport 

1 12 

II 28 

0 95 

1019 

1 37 

II 87 

1 66 

10 50 

2 15 

9 92 

Ttade 

448 

2173 

3 33 

2018 

2 85 

1848 

403 

17 38 

5 98 

23 84 

Public administration 

066 

4 75 

088 

754 

167 

7 17 

1 52 

7 62 



Bonking and, insurance 

0 08 

1 Si 

003 

095 

007 

141 

0 15 

1 94 

6 23 

23 25 

Other services 

6 55 

2146 

669 

1841 

4 05 

1710 

4 03 

14 82 ' 



Total 

100 

100 

100 

too 

too 

100 

100 

100 

IflO 

too 


Stmret Same os in TaUe 5 
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Wouid you like to make 
a real difference to 
the lives of tribals? Do you 
have a passion for 
Tribal Development ? 
Are you looking for a 
challenging, innovative 
and creative job 
opportunity f 
If YES, CARE-India-an 
international relief and 
development 
organisation - offers you 
the challenge through 
its large scale 
"Sustainable Tribal 
Empowerment Project" 
(STEP) in Andhra 
Pradesh. The project 
aims to escort, tribal 
communities in 

realizing their dreams 
and aspirations. 


Interested candidates may 
apply within 15 days to: 


MANAGER - HR 


CARE India, H.R. Unit, 
P.O. 4220, 

New Delhi - 110048 





Proect Director 

"YOU ARE EXPECTED TO" : 

• Recruit, manage and lead a team of 40 
professionals. 

• Facilitate development and implementation of 
context specific strategies to achieve Tribal 
Empowerment. 

• Coordinate and liaise with government and non¬ 
government counterparts, European 
Commission and CARE offices. 

• Develop feasible financial plans and monitor 
for optimum usage of funds. 

• Ensure compliance with European commission's 
reporting requirements. 

"YOU MUST HAVE" : 

• A master's degree in Management, Rural Management or 
any other social sciences with 7-8 yrs. experience in 
managing large scale development programs including 
2-3 yrs. experience in tribal development programs. 

• Excellent communication skills (oral and 
written) in English and Telugu (preferably) 

• Proven managerial and leadership skills. 

• Coordination and liaisoning skills with 
commitment to delegation and 
de-centralization. 

• Program design, monitoring and evaluation 
skills. 

• Financial management skills 

AGE : Below 45 yrs. 

WORKING CONDITION : Based in the port city of 

Vizag but will involve extensive travel to remote 

tribal habitations. 

REMUNERATION : Range -3.5-3.75 lacs per annum 
initial contract is for 2 vears._ 
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muHifacturing sector. DuHng rite t960s 
the pace of urfoanisation was the lowest 
and the proportion of workers engaged in 
manufacturing declined from 14.60 per 
cent in 1961 to 13.87 per cent in 1971. 
In the 1980s the slowing down oi the 
urbanisation rate was also accompanied 
by a decrease in the .share of manufactunng. 
In contrast during the 1970s an increase 
in the share of manufacturing in the work¬ 
force wxs accompanied by an increased 
rate of urbanisation. The manufacturing 
sector with its greater scope for inter¬ 
regional trade and greater linkage effects, 
was the prime mover behind the urbani¬ 
sation process. This is consistent with the 
tact that with relative industrial stagnation. 
We.st Bengal experienced a slower rate of 
urbanisation than the rest of India. 

Sectoral shift vs location shift: As 
mentioned earlier, urbanisation process is 
generally associated with sectoral shift - 
that is, shift of labour force from predomi¬ 
nantly rural sectors, i c. agriculture and 
other related sectors, to predominantly 
urban sectors like secondary and tertiary 
sectors. However, the change in urban- 
rural location distribution of activities, 
location shitt. also inlluences the urbani¬ 
sation process. In tact, in India during 
19SI-1971. the urbanisation proce.ss is 
due to the location shift of various sectors 
towards urban areas, rather than a change 
in the .sectoral share - or sectoral shill 
(Mills and Beckci I986|. This is true tor 
West Bengal only tor the 19.51-71 pcriixl 
but not tor the latter period. Companng 
the periods between 1951 and 1971 and 
between 1961 and 1971, it can be .seen 
(Table 5) that in spite of the decline in the 
shares orhoth sccondoiy and leitiaiy sectors 


in the workforce, there was a positive rate 
of urbanisation. Tliis can possibly be 
explained by the fact that these sectms 
urbanised rapidly. Fur the secondary sector, 
the proportion of urban workers increased 
from 60.72 per cent in 1961 to 67.81 per 
cent in 1971, and for the tertiary sector 
from 61.44 per cent to67.06 per cent. This 
location shift is partly due to a decline in 
the traditional crafts and related trade in 
(lie rural area in the face of growing com¬ 
petition from the urban manufactured 
products. During the subsequent decades, 
i e, in the 1970s and 1980s, urbanisation 
in West Bengal was due to the sectoral 
shift rather than location shift. While the 
urban proportion of workers went down 
in both the secondary and tertiary sectors 
dunng those decades, the urbanisation rate 
remained positive because of the increased 
shares of .secondary (1971-81) and tertiary 
(1981-91) .sectors in the worklorce. There 
IS a tall in the urban proportion of workers 
ill the non-farm activities during the la.st 
two decades. 

The role of the pnnmrv sector: During 
the 1951-1971 the share ol the primary 
sector increa.scd in employment and the 


rate of urbaiusatkm was low, while dutif 
1971-81 and 1981-91, when the rate < 
urbanisation accelerated the primal^ 
sector's share declined, asexpect^. Whi 
is interesting is that between 1961 ani 
1991, the urban proportion of primar, 
sector workers, although .small, increa.se 
from 1.38 per cent to 3.86 per cent, Nr 
just mining and quarrying but al 
components of primary sector, includin' 
agriculture, were more urbanised. Twe 
cxfHanationsseem plausible: first, hshow 
that even when urbanisation sprew 
territorially, urban absorption capacity!' 
not strong enough to induct the rcsklci' 
primary sector workers in ilie industry anr 
service activities. Secondly, ihccxpaiidirt 
urban market for fish, vegetables and trait, 
has led to the growth ol intensive and higt 
valued agriculture in the peripheral itrhu 
areas. Whatever be the explanation, I 
appears that 'urbanisation' ol the primar) 
sector workforce is a consequence rathe, 
than a cause ol urbanisation. 

However, the growth of the primaiy 
.sector, more specifically that of agriculniit. 
contributes to urbanisation indirectly hy 
generating non-farm employment. The 


Tabii-V Urban-Riiral PnoDin-iivirv RatiosWksi Benuai 



1960-61 

1970 71 

1980-81 

1990-91 

Urban to lurai 

1 irban inanutaclunng 

2.V3 

I.V4 

241 

2.39 

to lural agncullurc 

Urban trade to 

2 47 

T 12 

2.6S 

1 96 

rural agncullurc 

1 irban secondary sector 

2 99 

2 81 

3 48 

1 .1.1 

lo rural ugncutlurc 

I'lban lertiary secioi 

2 72 

.161 

101 

2.12 

to rural agncullurc 

2 49 

1 82 

1.S7 

2 79 


Soune Computed Iruiii rabteX 


Tabus RwATivFrXirpiii Pru WnRKf.K nm KfRAi. and Urban .SiiiMfcNTS of Various .Scctors in West Benoau at Constant Prices 

(RuAiivbTO Rural AuRiCMinntAi Outputin I%I) 




1960-61 


1970-71 


1980-81 


1990-91 



R 

U 

T 

R 

U 

T 

R 

U 

T 

K 

U 

T 

Pnmary 

1 01 

271 

1 07 

0 88 

1.41 

0 89 

0.80 

7 64 

I.OI 

1 (Xi 

7.57 

1 31 

Agncullurc 

Other than agn 

I (X) 

I..16 

1 01 

0.80 

1 .1.1 

081 

071 

9.n 

091 

1.03 

M 57 

1.31 

and mining 

.175 

II 40 

4.48 

681 

8..30 

6 96 

4.05 

4 1.1 

406 

1 18 

1 .54 

1 .19 

MininR and auarrymK 

.1.04 

•9.70 

1.49 

8..13 

6.14 

8.14 

3 97 

20 90 

6.10 

2 05 

1 (X) 

1 41 

Secondary 

1.66 

2.72 

2..10 

2..16 

2.89 

2 78 

2.43 

2 14 

2 26 

1 90 

2.19 

2.15 

Manufacturing 

I..19 

2.47 

2 12 

2.15 

2.50 

2 45 

2.20 

1.88 

201 

1 67 

2.02 

1 85 

Other secondary 

2 .1.1 

5.22 

4.(X> 

4.38 

7.14 

6.06 

4.35 

4.39 

4.18 

175 

.152 

4.65 

Tertiary 

1 13 

2.49 

1,96 

1.88 

.106 

2 67 

2.29 

2.54 

2 45 

2.17 

2.88 

259 

Transpon 

1 88 

2.99 

2 75 

3.18 

3.16 

2.92 

5.43 

.1.20 

.1.27 

.1.14 

4.18 

3.92 

Trade 

1.4.1 

2.99 

2.48 

1.46 

2.26 

2.02 

I 78 

1.76 

1 77 

1.44 

1.18 

1.12 

Public adminisiraiion 

1.04 

1.76 

1.57 

2.70 

4.39 

3.73 

3 98 

3 91 

3.94 




Banking and insurance 

.1.18 

10.70 

10 19 

10.44 

15.89 

15.21 

15 12 

14.92 

14.95 

■ ..14 

1 80 

1.60 

Other services 

0 .8.1 

I..12 

1.16 

1.48 

1.87 

1.71 

I..10 

1.22 

1 2.1 




Total 

III 

2.59 

1.48 

1.27 

2.46 

I..59 

1 14 

2.76 

I..18 

1 30 

III 

1.78 


Notes: I The 1990-91 ,SOP data are esiimaied using iIk {wbi trend. 

2 SDP ftsures at continm prices are denved by usini: implicil deflatms. Implicii deflators for different base ycai> arc linked by chain index 
method. .Some deflator is used for rural and urban sector as sepaniie deflalors are not available. 

3 .SDP figures at constant prices an; divided by the respective worker figure lu obtain output (value added) per worker 

4 Per worker output at constant price is expiested as ratio of per worker output in rural agncultuie in 1960-61, which was Rs 743.18. 

Aam-es.-Computed on the basis of data oMned ftnin Censia of India and Govemmeni of West Bengal. Statistical Abstract t97f<-79 ■ I9HH-It9. i 
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growth ot agricultural output would result 
in an increased trading activities toi 
disposal ot agricultural surplus and supply 
of urban prodw •‘d i nputs and consumption 
Items to the ruial areas Consequently 
employment in trade, transport and small 
manulacturiiig aitiviiics in the rural areas 
and in the small towns will increase It 
seems that the higher rate of employment 
growth III the tertiary sector both m the 
rural and uiban aicas and the location shiIt 
of non-pnmaiy activities in tavourof lurai 
areas during the l9K()s were partly due to 
the sustained agiicuitural growth during 
this period riic pci capita value added m 
rural agriculture increased by 45 per cent 
inthedecadetFablcHi rhisalsoexplams 
at least pailly the iclatively high gmwth 
rale ot ilic lower order isolated towns ol 
West Bengal during the l9KI)s (I able 4j 
Urban lural i;up The 

urban lural productivity (value added pei 
woiker) gaps in West Bengal during the 
peiiodul l%l 91 have been estimated on 
the basis ol the lural uiban estimates ot 
net state domestic product toi various 
sectors (lepoited in GOWB 19891 and the 
sectoi wise woikcis data compiled Inun 
Census ot India Wc estimate lust the 
value adiledperwoikirloi each sector toi 
rural and urban West Bengal those 
tigures are then convened into constant 
(l%()-6l) prices using implicit deflatois 
computed from the current and constant 
pnee estimates ol state domestic product 
at the sec total levels Table 8 gives the 
indices of value added per woikei at con 
slant price toi various sectors lot ruial and 
urban areas tor the period ol 1960 61 tc> 
1990 91 The indices ol value added per 
worker aic computed taking rural agri 
cultural piodiiclivily 111 1960 61 (Rs 742) 
as base (Sec notes to Table 8 tor luither 
details ot estimation) 

The urbanisation picKcss is expc'ctcd to 
be accompanied by a positive earning gap 
espcciallv between urban manutacturmg 
and rural agriculture and the gap would 
increase with taster uibanisation 
[Williamson 1988 411) Wc may lake the 
change m uiban rural productivity gap as 
an indicator of the change in urban rural 
eai ning gap T able 9 gives the productivity 
ratios lor uiban manufacturing, bade 
secondaivanclleitiaiyscctorvir-u erv rural 
agnculture as well as the overall urban 
ruralpicxiuctiviiyratios Fheoveiallurban 
rural productivilv ratio declined during 
the 1960s when the urbanisation rale vv ent 
down, but improv ed dunng the 1970s when 
urbanisation rate also went up However 
the overall urban-ruial productivity ratio 
should be taken with caution Because it 
appears that there is a major break m 


statistical method tor computing urban 
agricultural ini;ome in I98(b81, the figures 
(or value added per worker in urban agri¬ 
culture increased sharply (Table 8) It 
alfceted the overall urban-rural producti¬ 
vity ratio We therefore fen-us on the urban 
secondary and tertiary sectors which 
together accounted lor 90 to 95 per cent 
ol urban woik force and esti mates ol value 
.idcled per woiker seem to be consistent 
I oconsidci the puxluctivity ratioot urban 
manufacturing to lural-agiicultuic, or 
uiban tertiaiy sector to ruial agriculture. 
It IS observed that in the 1960s when rate 
ol urbanisation was slow the ratio 
increased while overthcnexttwodccadcs, 
when urbanisation rate was relatively last, 
the pioductivity ratios m urban manu 
(icturing trade and tertiary sector uv a 
CIS rural agnculture declined While in the 
1970s the decline in the urban-manu 
lacturing to rural agriculture productivity 
nlio came about by decrease in the value 
added per woiker in both the sectors but 
the Iormer decreased more in the 1980s 
value added per woiker increased in both 
tiie sectors hut productivity in lural agri 
culture increased more leading to a tall in 
the pioductivity latio 

It appears th.it m the 1970s the faster 
I ite ol uibanisation w.is mainly due to the 
expansion ol low pioductivity small 
manu I actunng .ict i vities along w ith vai lous 
other intoimal activities including trade, 
while stagnation prevailed in the high 
pioductivity large scale nianutacluiiiig 
sector In the 1980s the urban manu 
(.icturing had icgisteied a slight improve 
ment in the value added per woiker while 
Its share in urban woikforce declined In 
contrast in the urban trade ol which 
pioportion 111 urban woiklorce increased 
sluirply from 17 18 percent in 1980 81 
to 21 84 per cent in 1990-91, the value 
added pci worker in absolute tenns as well 
as in relation to pioductivity in rural 
agriculture decreased On the whole the 
changes m the urban productivity and 
III ban rural pioduc ti v ity i atios i ndicatc that 
the urbanisation process in West Bengal 
111 the post independence period was one 
ol ui banisalion under Malthusian pressures 
[Williamson 1988 26|, where rapid 
population growth with a low absoitnng 
agnculture leads to absorptionof the labour 
torcc in low income urban activities 

IV 

Conclusion 

In conclusion the relative industnal 
stagnation and the population pressure 
determined the course of urbanisation in 
Wca Bengal in the post-independence 
peiiod Ibo two other factors influencing 


urbanisation since the late 1970s were the 
agricultural growth and what may be 
tenned as ‘reduced urban bias’, which 
resulted, among otherthings, in an increase 
in the share ot the rural sector in the public 
expenditure Both these factors are largely 
outcomes ol a political process winch 
ensured land reform and empowerment of 
the rural people The political process 
consisted of the universal franchise, a 
compcutivc democracy up to the local 
level, regular elections [Varshney 1991] 
and also the leltist politics In the 1980s 
the agricultural growth, the equitable 
sharing ot agncuKural surplus and the 
increased share ot the rural scctortn public 
expenditure expanded the rural market 
this explains on the one hand, IrKation 
shift ol various sctondaiy and tertiary 
activities in tavour ol the rural areas, the 
taster growth of smaller towns and 
reduction ot urban concentration in 
Calcutta region on the other Compared 
to the pre independence period uibani 
salion in West Bengal is more endogenised 
m the post independence period 

[I would like lu thank Amiy i B igthi (or his 
coinmcnts on an eailiii clratl ol this paper the 
usual diselaiinei applies ] 
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Role of Infrastructure in Regional Development 

A Study over the Plan Period 

Buddhadeb Ghosh 
Prabir Dc 

hi literature, the impact of public investment and physical infrastructure on both private investment 
behaviour and regional economic development has been found to be highly significant and positive. The 
latter hypothesis is tested here on Indian .states over the Plan period using OLS regression. For this purpose, 
a physical infrastructure development indicator is formulated with the help of principal component analysis. 
With various unavoidable data limitations, the results are significantly conclusive: first, regional disparity 
has been ri.\mg in recent period, and Plan outlay has not played any major role in this regard; second, 
regional imbalance in physical infrastructure has been found to be responsible for rising income disparity 
across the .states. 


I 

Introduction 

THK indispensable lole played by Social 
Overhead ('apital (SOC) in helping 
prodiietive ailiviiies, bolh direct and 
indirect, wa.s recogni.sed by the pioneers 
ol development economics (Hirschman 
iyS8 and Myrdal 1958). The concept ot 
infra.stn.icturcisesscntially allow ol service 
out ol a certain stock of infra.structiiral 
lacilities cieated over a length of time. Foi 
example, cieation of a dam or a power 
plant or certain stretch ot a national high¬ 
way or an underground railway may take 
more than two decades, while a telephone 
exchange )usi a couple ol yeais Depending 
on the nature ol input sei vices, inlra- 
siiucture can be broadly divided into two 
types: physical and social The lormei 
consists of transport (roads, railways, 
aviation, waleiwaysand ports), electricity, 
irngation, telecommunication, housing and 
water supply They work as direct inter¬ 
mediate inputs to pnxiuction, and improve¬ 
ment in these inputs in any geographical 
location attracts flows of additional 
resources (*crowding-in’ private invest¬ 
ment from both domestic and international 
sources). Secondly, this also raises the 
productivity of other factors of production 
(labour and other capital) and profitability 
of the producing units thereby permitting 
higher levels ol output, income and/or 
employment. The positive contribution of 
physical infrastructure' to economic 
growth and development comes through 
increases in investment, employment, 
output, and income in a chain of 'cumula¬ 
tive cau.sation’.Thus,'economics of agglo¬ 
meration' develop over time leading to 
further concentration of economic acti¬ 
vities in a particular location or region.^ 
On the other hand, social infrastructure 
broadly includes education, health, ni»ri- 
tion, sanitation, child core, recreation, and 


banking and other forms of financial 
facilities. Theircontrihution to productive 
activity, although indirect in some 
occasions, is no less important.-^ 

The process ot cumulative cau.satinn 
should ultimately lead to better allocation 
of existing and hitherto unutili.scd re.sourccs 
ol the region. This should raise international 
competitiveness in the chosen lines of 
pmduction in .such centres of economic 
activity. In the same logic, from the view¬ 
point of the sub-region of a nation, namely, 
the state, the 'crowding in’ effect is 
encouraging as this would raise the pro¬ 
ductive poientials of the region m the stale, 
although III the long run. the ‘crowding 
out' el tccts may exert the negative impacts 
on further development. But given the 
phenomenon of ‘historical accident’ and 
'eumulali ve cau.sation hypothe.sis’ [Myrdal 
19581.“* the play ol market forces normally 
lends to increase rather than to decrease 
the inequalities between the competing 
regions. These favoured localities and 
regions, if happen to coincide with natural 
geographic scopes for port, road, good 
soil condition and proximity to raw 
materials, may gain a 'competitive ad¬ 
vantage'. Even the movements of labours, 
capital, goods and other .services generate 
ever-increasing internal and external 
economics in the preferred regions which 
have strong 'backwash effects' on the 
unlucky regions. 

Backwash effecLs exert a retarding pull 
on other regions. There are diseconomies 
of agglomeration also, as well as 'spread 
effects’ to other regions. It is not possible 
to predict at any particular point of lime 
which eff<»:ts will dominate. Hirschman 
(1958) strongly propagated the case for 
governmental intervention to counteract the 
'polarisationeffects' offreemarket forces.^ 
Thustheie is no natural smooth tendency 
toward inter-regional transmission of 
growth from the richer to the poorer ones. 


In sharp contrast to the above reasoning, 
under the neo-classical framework, witl. 
perfect mobility of factors and decreasing 
returns to capital, convergence is the 
general outcome.^ But under either para¬ 
digms, the role of SO(' may become deci¬ 
sive in explaining the geographical bias 
ol economic development within a single 
country. Barro (1984. 1991), Barro anc 
Sala-I-Martin (1992, 1995), Quah (1993; 
and others have tried to test the hypothesis 
of convergence ol economic growth or 
levels of economic development as bet¬ 
ween different regions within a single 
country in the league of advanced econo¬ 
mies as also between different advanced 
cxiuntries thcm.sclves 

The purpose of this study is to understand 
the role of physical infra.stiuctural facilities 
and planning in regional income deter¬ 
mination in Indian states since inde¬ 
pendence. The paper is mainly concerned 
with the level of income differentials rather 
than growth. 

The organisation ol the paper is as 
follows. Section II deals with the literature 
on the studies relating to the role of infra¬ 
structure along with a few recent re.searches. 
on inter-state disparities in India. Tlic nature 
of data and their sources and limitations 
along with the period of our study are 
dc.scnbcd in Section III. >Ve have con¬ 
structed a physical infra.structure develop¬ 
ment indicator (PIDI) lor each state with 
the help ol Principal Component Analysis 
(PCA) in Section IV. Section V briefly 
analy.ses the .symptoms of regional dis¬ 
parity. Section VI tries to consolidate the 
association between PIDI. PCNSDP and 
PCPO over different time spans with the 
help of various .scatter diagrams and also 
undertake some multiple regressions. ‘ 
Section VII brief!) the findings, and outline ^ 
some policy implications with empha^l 
on north-eastern .states, and also scopes fog^ 
future research. I 
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II 

Review of Studies 

In Dandckat (19')^) it was claimed that 
the cumomit dispanty between Indian 
states have been increasing rather than 
decrcasine o\cr time MarjU and Mitra 
(1996) have examined the issue ol regional 
convergence in 21 Indian states over the 
peritKl from l%l 62 to 19X9-90 On the 
basis ol real pei capita net slate doinesiic 
piixluct (K NSDP) the authois havi con 
eluded that llu le is no puma lacieividcnci 
inlavouioUoiui iL'iiiccol IK NSDP iinong 
die stales in India Subsiqucntly (ihosh 
Mariil and Neogi (1997) h im tonsliucicd 
a mcasiiK ol u al IK NSDP with the help 
ol stati livd dctlalors llun lindines 
indicakd tlin huh in sines have signi 
licanllv moved ipiitdnnng last tOyeais 
This meins thn ilu iieher states have 
giown nhi''heiiius indlhi poorerstales 
at lowei iiiis I Ins iv a elear case ol 
diviieeiiee As i si qiie I lolhis Cihoshand 
( hattopidhv i (1997) hive liud to link 
the leliiionship between IK'NSDP and 
SOUK Midi nil tsuii ol inliasirueiure 
Iheii ''I'servation ilso suppoits tin 
lindirigs ol till I nhei woiks 

In eontiast Dhol ikia (1994) has obser 
ved a lendeiies lowaids constrgeiiee 
among Indian stale > Using see (oral classi 
lication ol data his study ol 20 stale eeo 
noilllesol India ovci 1961 62 to 19X9 90 


has indicated that most of the states ex- 
penencing growth acceleration are rela¬ 
tively less well olf Interestingly, Cashin 
and Sahay (1995) in sharp contrast to 
what their data speak, have claimed that 
there is evidence of absolute’ conver 
gence ic initially ptmr states indeed grew 
I istci than their initially nth counterparts 
In ludging between these contlicting 
I hums It will be uselul to start with some 
basic concepts In Figure 1, wc have plotted 
two marginal cost curves of a typical firm, 
with two dillerent levels of inlrastnicturc 
in the region in which it is situated A low 
Ic vel ol mlr<Lstructure causes the production 
unit to lace higher marginal cost (MC|) 
It every level ot production With better 
physical inlrastriicture services the whole 
marginal cost cuive shilts down to MC, 

I bus iheie is total cost saving or higher 
KUipiil etteci In what tollows improve 
nienl in inirastructural lacihlics exerts its 
positive imp Id on the production prtKess 
ihiough indiicct cost leduction or output 
i xpansion 

ihe ptonicring works m the held ot 
economic growth ate Schultz (1961) 

II nisi n (1965) Denison (1967) and 
Maddison (1970) to name only a lew ^ In 
till 111 yeais a scries ol mainstream eco- 
nomiis rcscaahcs on infrastructure and 
public investment have concluded that the 
impact of mlrastruiturc on growth is 
substantial significant and trcqucntly 


greater dian that of investment in other 
forms of capital * 

Some of the recent woiks on the Indian 
economy in this line arc Binswanger, 
Khandkur and Rosenweig (1989), and 
Elhance and Lakshmanan (1988) These 
studies link infi'astructure and seUoral out¬ 
put The former with cross-distnci Indian 
data shows that tlie major effect of roads 
in rural India does not work through their 
impact on private investment but rather on 
meeting and distribution opportunities, 
and also on reduced transaction costs tela- 
ting to agricultural activities 7 hey admit 
that the determi nants of agricultural output 
growth are complex and include road and 
irrigation intrastructure, but in combination 
with prices markets and credit availabi lity 
Elhancc and Lakshmanan (1988) on the 
other hand using physical as well as social 
inirastructural indicators have shown that 
production cost reductionsm manufacturing 
icsuU from infrastructure investments 

III 

Data, Coverage of States and 
Time Period 

The ma|or economic variables used lor 
this study are per capita net state domestic 
products (PCNSDP), per capita plan outlay 
(PCPO) agricultural yield (AY), produc¬ 
tivity ot employees in manufacturing 
industries (PEMI), and also the intra- 
structural vanahles such as (i) railway 
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16 

476 98 

Kerala 

16 

2S1 46 

MP 

17 

26S S7 

I ripur 1 

17 

17S 

TN 

17 

49128 

Kerala 

17 

461 IS 

Meghalaya 

17 

22' SI 

Olivs i 

IK 

261 OS 

MP 

IX 

1S8 21 

Kiimataka 

18 

48171 

Meghalaya 

18 

4SI OS 

Assam 

18 

211 S9 

Kihir 

19 

■>62 26 

N igalaiiil 

19 

149 88 

Kerala 

19 

461 81 

Assam 

19 

416 92 

Sikkim 

19 

|S1 S4 

VI mi|Hit 

20 

2S8 19 

Ass ini 

20 

11711 

Mizoram 

20 

4S8 88 

Manipur 

20 

414 2S 

MP 

20 




22' 16 

Ami P 

21 

11298 

Assam 

21 

417 96 

KajasthiUi 

21 

4()S 94 

Manipur 

21 




2r 97 

Oiissi 

22 

109 98 

Raiasthan 

22 

402 SI 

MP 

22 

199 IS 

Onssa 

22 




2lsS7 

M inipiii 

21 

108 41 

Meghalaya 

21 

196 S2 

J and K 

21 

17S 27 

Rhjasthan 

21 




201 41 

Bill ir 

21 

287 17 

UP 

24 

177 12 

Onssa 

24 

168 42 

UP 

24 







278 S2 

MP 

2S 

16171 

Tripura 

2S 

117 18 

JandK 

2S 







274 11 

Onssa 

26 

162 86 

UP 

26 

12118 

Tripura 

26 







224 S7 

Bihar 

27 

280 21 

Bihar 

27 

299 SI 

Bihar 

27 

sn 

urn S 


SO 

II44I 


SD 

HI 11 


SD 

22441 


SD 

2S1 41 


r\ 

11 XS 


cv 

1101 


CV 

11 8 


CV 

17 88 


CV 

41 46 



WMO 
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HCUREt htMfTOFlMPNrtVEMENTINlNntASnunUM ATrHEFmWL&Va. 



TmiII 3 (A) Ptl^SKAI InIRASTVI I II Kl 
UrvtlOPMrNI lM>L\(Pini) 


Stales 


1971 72 


1994 9S 

PlDI 

Rank 

PIDI 

Rank 

IX-lhi 

~27o7 

i 

2S”79 

1 

I’uniah 

21 S9 

2 

24 01 

s 

r iinil N ulu 

21 S9 

I 

21 28 

I 

Keial 1 

2(1 88 

4 

17 70 

10 

H.iivini 

19 99 

S 

20 71 

4 

Mahal isliU i 

18 60 

6 

IS7I 

1 

K iillalaka 

18 II 

7 

17 72 

9 

WlsI Bene il 

17 66 

8 

11 Ofs 

IK 

(iii| It.11 

16 ■'9 

9 

19 81 

6 

Kihar 

16 ■'7 

10 

12 SO 

IS 

(lOl 

1S 66 

II 

20 20 

s 

Siiilhra I’l iilcsli 

14 S4 

12 

IH S7 

s 

1 lllar Pi idesh 

1192 

II 

I < 46 

1 > 

llim.iciul pKidesh 

1291 

14 

Is 22 

II 

l.iniinu iiid Kashinii 

12 79 

is 

1071 

19 

Orissa 

12 02 

16 

II II 

|I 

Manipur 

10 9s 

17 

III 14 

20 

Madhya I ladcsh 

10 84 

18 

11 87 

17 

Raiasth.in 

9 71 

19 

12 Id 

16 

\ssaiii 

9 0S 

20 

8 82 

21 

Nagal ind 

8 II 

21 

1 1 IS 

14 

Migh.ll lya 

7 78 

22 

6 0S 

22 

1 ripura 

S79 

21 

s 48 

24 

Sikkim 

S69 

24 

sKO 

21 

Aruiuieh il Piadi sh 

4 19 

2S 

100 

26 

Mi/ni,uii 

1 19 

26 

4 82 

2S 


No'n I In 197) 72 PIDI = 0 )(i4S (RRL + RDI ) (■ 0 23M (PCE) f 
(l2Hi7(VE) + 0 im (0)^ + 0 2249 (II ) 

2 III IW4 OS PIDI ^ 0 1879 (RRl + RDI ) * 0 2401 (PCb) ( 

0 ISMRiVEI + O IW7(GIA)4 0212^(11 ) 

I Rjnk coirclaliun ol PIDI belwecn 1971 72 and 1994 9‘< -0 89 


Ftao«F 2* TteMW OF CV or PCNSUP won ALtawAtlvii fltmi 
1960-61 Kl 1994 - 9 ^ 





louic length in knis per thousand square 
km ot area IRRL) (ii) road length in kms 
pci thousand square kms of area (RDL) 
(III) pci capita consumption ol electricity 
in kwh (PCbi. (iv) villages electrified as 
a percentage ol total number ol villages 
in each state (VE). (v) grow irrigated area 
as a percentage ol gross cropped area 
(GIA), (VI) number of telephone lines per 
100 persons (TL) With this data set, we 
have also used three deflators, namely (t) 
consumer price indices for agricultural 
labourers (CPIAL), (ii) capital formation 
deflatorfCFD), (in) wholesale prices of 
manufactured goods (WPMO) 

The major sources of our data are 
(i> Estimates of State Domestic Products. 


Ill) Economic Survey, (iii) National 
Sccounts Sutistics. and (iv) Agricultural 
Situation in India - all published by the 
govcinment ot India This data set is 
supplemented by various publications ol 
the Centre for Monitoring the Indian 
economy (CMIE). Mumbai, and India 
Database - the Economy by H L Chandk 
and the Policy Group 
Unlike all previous works in this aica, 
following Ghosh. Maijit and Neogi (1997). 
we have used state-level deflators, namely, 
CPIAL for converting the nominal 
PCNSDP into real terms ’ PCPO is 
deflated by CPD as this is largely a 
developmental expenditure PEMl is 
estimated by divitfang net value added 


with iot.ll employees and deliated by 
WPMG I his e an be taken as a surrogate 
ot labour pioductivitv AY is taken in 
kg per heetaie rinaily as usual, the 
mil jstruetural mdiealors jic taken either 
iiiphvsie jl numbe*rorin pe'iee'niagc terms. 

Unfortunaicly limilalions of data and 
leorganisation ot the stales on several 
occasions'*' prevent us from choosing all 
the 1 1 ( ty ye.irs since independence In tenns 
of geogtaphicol are.!, wc have covered all 
the states comprising aNiui 99 per cent of 
India' s popu lat ion As to the i nl rasinictiire 
indicatois wc could not go back beyond 
1971-72 Allhough the nia)( >r stales existed^ I 
IroiTi the First I ive Year Plan, further 
reorganisation ol the states in later period r 
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has affected PCPO data accordingly. To be 
more specific, there were only 19 states in 
1961-62 and 26 at the end in 1994-95 upto 
which the latest data arc available. It may 
be noted that the plan outlay on port sector 
although accounts for a moderate share in 
tran.sport .sector accrue to the nine coastal 
states only, with eleven major ports. This 
part goes to these .states over and above die 
formula share for all other states. 


IV 

Construction of PIOI: Principal 
Comptment Analysis 

An attempt is here made at developing 
some composite index of regional infra¬ 
structural development, which is so far 
called PIDI, after giving varying weights 
to six commonly used representative 
indicators of physical infrastructure such 


as tfwisfKMt nriworic findiwi^ * 

PCE. VE. irrigation facility and teiephon 
density. A serious shoftcoming of th 
conventional methods of estimation o 
PIDl'' is that while combining the physica 
variables they either give subjective ac 
hoc weights to different factors or leave 
them unweighted. Since there is every 
possibility for the variables to vary in 
terms of their relative importance over 


Taii(.e 2(b); Individual PIDI 


Stales 

Transport 

Power (PCE) 

Power (VE) 

Irrigation 

Teleohone 

1971-72 

1994-91 

1971-72 

1994-95 

1971-72 

1994-95 

1971-72 

1994-95 

1971-72 

1994-95 

Andhra Pradesh 

I.6S 

2 

1.14 

4.56 

4.26 

4.15 

2.62 

4.19 

2.47 

3.40 

Arunachal Pradesh 

0.49 

0 71 

1.18 

0.48 

0.47 

0.16 

1.79 

1.40 

0.45 

* 0.21 

Assam 

2K0 

1.17 

1 42 

0.96 

1.42 

2.24 

2.07 

1.20 

1.35 

0.85 

Bihur 

i.bl 

1 69 

107 

1.92 

2.60 

0.64 

2.48 

3.99 

4.50 

4.25 

Gua 

4.11 

4.11 

4 49 

5.76 

5.21 

4.15 

0.28 

2.80 

I..57 

2.98 

Gujarat 

I.4K 

2.07 

1.19 

5 52 

3.79 

4.15 

1.18 

3..19 

4 95 

4.68 

Haryaiui 

2.14 

2 44 

4 25 

5.28 

6.15 

4 15 

3.17 

4.79 

4.27 

4.04 

Himachal Pradesh 

1 .12 

1 88 

2 12 

3.12 

4.02 

4,15 

1.65 

1.60 

3.82 

4.46 

Jammu and Kashmir 

0 16 

0 19 

2.60 

2 88 

1.31 

1.92 

2.89 

3.59 

3 82 

2 n 

Karnaluku 

1 n 

2 82 

4 72 

4,12 

4.50 

4.15 

1.24 

2.60 

4.72 

3.81 

Kerala 

4 2« 

4 70 

1.78 

1.36 

5.44 

4.15 

2 20 

0.60 

5.17 

4.89 

Madhv.i Pradesh 

1 11 

1 10 

2.81 

1.84 

1.89 

1.76 

0.69 

1 80 

4.27 

2.98 

Maharashiia 

1.97 

t.OI 

167 

1.04 

4.71 

4.15 

0.83 

l.(X) 

5.40 

5.53 

Manipur 

2 61 

1 11 

071 

1.44 

1.66 

1.44 

3.01 

3.79 

2.92 

2 34 

Mcjth.ilnya 

0 99 

0 94 

1.61 

2,16 

1.18 

0.32 

1.91 

2.00 

2.02 

0.64 

Mi/orani 

0 It 

0,18 

0 24 

1.20 

0.24 

0.96 

0.14 

0.80 

0.45 

1.49 

Nagaland 

1 81 

118 

1 18 

0 72 

2,11 

4,15 

096 

3.20 

2.25 

1.70 

Orissa 

2 «) 

1 91 

4 01 

4.08 

2.84 

0.80 

1.52 

3.00 

I..15 

1,49 

Pungah 

1 29 

176 

5.‘)0 

6 00 

4 97 

4.15 

3.58 

4.99 

5.85 

.5.10 

Rajasihun 

0 82 

1 12 

2 60 

1.60 

2.17 

1.60 

1 24 

2.40 

2.70 

3.19 

Sikkim 

t).(t6 

0 16 

1.89 

1.68 

0.71 

2.08 

0.41 

0.40 

2.02 

1.06 

Tamil Nadu 

t 78 

4 12 

5.41 

4.80 

5.92 

4.15 

3.31 

4.39 

3.15 

3.61 

Tnpura 

2 47 

4.11 

047 

0.24 

0.95 

0.48 

0.55 

0.20 

1.35 

0.43 

Ultai Pradesh 

2 96 

1 19 

111 

264 

3.55 

1.12 

2.76 

4.59 

1.35 

1.91 

West Bengal 

14S 

261 

4.96 

2.40 

1.08 

1 28 

2.34 

2.20 

3.82 

2..55 

Delhi 

191 

4 89 

6.14 

6.24 

5.92 

4,15 

3.45 

5.19 

5 62 

5.31 

.Stale Aveiage 

2.22 

2.14 

1.21 

3.24 

1.20 

2.56 

1 87 

2.70 

3.14 

2 89 


Tabii- 2(c); Rank of Individual PIDI 

•Stales _ 

Transport 


Power (PCT:) 

Power (VE) 

Irrigation 

Telephone 

197! 72 1994-95 

1971-72 1994-95 

1971-72 

1994-95 

1971-72 

1994-95 

1971-72 

1994-95 

Andhra Pradesh 

17 

15 

12 

8 

9 

1 

8 

6 

16 

11 

Aruiiiiehal Pradesh 

24 

21 

22 

25 

25 

26 

14 

20 

25 

26 

Assam 

10 

8 

21 

23 

21 

13 

12 

21 

21 

23 

Bihar 

5 

18 

14 

19 

16 

23 

9 

7 

7 

7 

Goa 

2 

1 

8 

1 

5 

1 

25 

13 

20 

13 

Gujaral 

18 

16 

5 

4 

II 

1 

17 

10 

5 

5 

Haryana 

14 

14 

9 

5 

1 

1 

4 

3 

8 

8 

Himachal Pradesh 

19 

17 

18 

14 

10 

1 

15 

19 

10 

6 

Jammu and Kashmir 

26 

26 

16 

15 

13 

15 

6 

9 

10 

17 

Kurnuiaka 

8 

12 

7 

9 

8 

1 

18 

14 

6 

9 

Kerala 

1 

2 

II 

13 

4 

1 

11 

24 

4 

4 

Madhya Pradesh 

20 

19 

15 

II 

19 

16 

22 

18 

8 

13 

Mahumshlra 

15 

11 

3 

6 

7 

1 

21 

22 

3 

I 

Manipur 

II 

21 

24 

21 

20 

18 

5 

8 

14 

16 

Meghalaya 

21 

22 

20 

18 

22 

25 

13 

17 

18 

24 

Mi/oram 

25 

25 

26 

22 

26 

21 

26 

23 

25 

20 

Nagaland 

16 

9 

22 

24 

18 

1 

20 

11 

17 

19 

Orissa 

13 

6 

10 

10 

IS 

22 

16 

12 

21 

20 

Punjab 

7 

7 

2 

2 

6 

1 

1 

2 

1 

3 

Rajasthan 

22 

20 

16 

12 

17 

17 

18 

IS 

15 

12 

SiMim 

2.1 

24 

19 

20 

24 

14 

24 

25 


22 

Tamil Nadu 

4 

4 

4 

7 

2 

1 

3 

5 

13 

10 

Tripura 

12 

5 

25 

26 

23 

24 

23 

26 

21 

Z5 

Uttar Pradesh 

9 

10 

13 

16 

12 

20 

7 

4 

21 

18 

West Bengal 

6 

13 

6 

17 

14 

19 

10 

16 

10 

15 

Delhi 

3 

1 

1 

1 

2 

1 

2 

1 

2 

2 

Rank Currclalion 

0.82 



0.88 

0.79 


0.74 


0.88 
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dSVpmaitteteitpaiuiaacxniqiftndvek^ 
framework across the states, assignment 
of equal or varying ad hoc weights could 
lead to unwarranted results. To overcome 
this problem, the statistical technique 
employed is ‘principal component 
analysis' (PC A) which is a branch of well- 
known old multivariate techniqueof'factor 
analysis’. '^Besidesclusteringthe variables 
as mentioned earlier, here one can search 
for such a combination of them which as 
a single measurement accounts for a large 
proportion of the total vanability in the 
sample. In effect thus, we have taken only 
the first principal component which is the 
linear combination corresponding to the 
largest amount of variability 
The main feature.s of this index are 
indicated below. First, we have added RRL 
and RDL as their relationship is one of 
substitutability rather than comple¬ 
mentarity. For example, the hilly states 
have been provided with higher road 
density as it would be difficult and costlier 
to endow them with railway networks. 
Second, the weights derived from the PCA 
coi responding to each infrastructural 
variable have substantially changed from 
1971 -72 to 1994-95. Thus, following PCA, 
the distribution oi weights corresponding 
to the mlrdstructurdl variables in 1971 -72 
and 1994-95 are given below: 


V 

Symptonu of RqgfcHial Disparity 

The most widely preferred measure of 
regional economic development is to 
idmitify tlw level of development of a 
region by using reliable estimates of per 
capita income. Table 1 presents the ran¬ 
kings of the states in terms of PCNSDP 
at constant prices, deflated by CHAL with 
base 1960-61»100, for five different time 
points. The salient features relating to 
regional concentration of income over the 
entire period of plmming as revealed from 
this table are as follows. First, from the 
clustering of the states above and below 
average PCNSDP it is clear that the 
positions of the states have remained fixed 
on both sides over last 35 years. On the 
higher side, these states are Delhi, Goa, 
Punjab, MaharasbU'a, Gujarat, Haryana, 
TN, and Andhra Pradesh whose growth 
rates happen to be high relative to all other 
sutes. Interestingly, if one draws a per¬ 
pendicular line from north to south across 
the country starting from Lucknow, the 
entire left falls in this groupexcept Kerala, 
Raja.sthan, Jammu and Kashmir and 
Himachal Pradesh. Conversely, the entire 
right side oi the line has stabilised below 
the mean per capita income. Second, the 
entire north-eastern region except 


Afdtiacha] Pradedi has stagnated is m 
same low level of income position aa S 
was in 1961-62. It is of particulfl 
signiflcance that WB, the main centre ui 
gravity for the north-eastern region, haK 
gone down in PCNSDP ladder since dmi 
197()s. It has failed to maintain its posidtaal 
aimmg the top 10 group. On the dtha^ 
htuid, the position of Kmala has alwayft 
remained much below the mean incoiMy 
Moreover, it is clear from the last rowc^ 
tire table that the coeflicieM of vaiirtiplgi; 
(CV) has been going up since the 197^*^ 
strengthening the hypothesis of rejponial^ 
disparity much more in the post-ldiertH^ 
iisation period. It is seen that the coeCReikaii|! 
of variation has been steadily rising flaWli 
31.8 in 1981-82 to 37.88 in 1991-92 ap^' 
41.46 in 1994-95 reaching the maximhOil 
of43in 1993-94. Forbetterunderstandingi 


Table 4 Comuo-ation BbiwEEN 
PCNSDP. PIDI AND 
PCPO -1971-72 AND 1994-95 


1971-72 

PCNSDP 

PlDI 

PCPO 

PCNSDP 

1 

0 703 

-0032 

PlDI 


I 

-0 034 

PCPO 



I 

1994-95 




PCNSDP 

1 

0 722 

0 127 

PlDI 


1 

-0 328 

PCPO 



I 



1971-72 

1994-95 

Arbitrary 
Fixed Weight 

Tiansport 

16 45 

18 79 

40 00 

Irrigation 

13 78 

19 97 

25 00 

VE 

23 67 

15 98 

10 00 

PCE 

2361 

24 01 

15 00 

TL 

22 49 

21 25 

10 00 


100 00 

100 00 

100 00 


The PIDIs thus derived from PCA across 
the states are compared with the same 
denved from the arbitrary fixed weights. 
Interestingly, although no major difference 
IS observed, the former is more repre¬ 
sentative of the corresponding PCNSDP 
ranking On the other hand, in any subjec¬ 
tive method, the weights remain fixed out 
time even if relauve importance of the 
factors change.s. Third, these weights are 
used as multiplying factors with the ranks 
of the states in terms of each indicator. The 
states are ranked in descending order, i e, 
the best state is ranked 26th while the worst 
state first Then after multiplying the rank 
with the weights of each of tire six factors 
we have obtained the individual indices. 
After adding all the six individual indices 
for a particular state in a particular year 
we have derived the PIDl for that state. 
The reverse ranking gives a higher value 
of PlDI for better endowed state and vice 
versa. 


Tabif S Pru Capita Pian OurLAV (PCPO) 


Rank of PCPO Cumulative . 

1971-72 1994-95 PCPO(Rs)* 


Andhra Pradesh 

IS 

22 

1180 17 

Arunachal Piadesh 

na 

3 

4549 37 

Assam 

12 

21 

1269 00 

Bihar 

19 

25 

92.3 97 

Ooa 

na 

4 

4098 10 

Gujarat 

6 

13 

196.3 96 

Haryana 

17 

12 

2027 60 

Himachal Pradesh 

4 

10 

2574 23 

Jammu and Kashmir / 

.3 

6 

2910 18 

Karnaibka 

10 

17 

1454 01 

Kerala 

II 

20 

1269 11 

Madhya Pradesh 

na 

26 

849 59 

Maharastra 

8 

15 

1774 38 

Manipur 

7 

7 

2855 72 

Meghalaya 

20 

9 

2673 29 

Mi/oram 

na 

5 

3836 64 

Nagaland 

1 

1 

5035 27 

Onssa 

9 

16 

1490 63 

Punjab 

2 

8 

2853 34 

Rajasthan 

14 

18 

1331 73 

Sikkim 

na 

2 

4794 54 

Tamil Nadu 

13 

19 

1310 54 

Tnpura 

5 

II 

2225 72 

littar Pradesh 

18 

24 

1084 II 

West Bengal 

16 

23 

1110 47 

Delhi 

na 

14 

1923 45 


Nittr; ComulMive values count PCPO from 1st Five Year Plan 
(FYP) to Stb FYP for most of the Slates except Arunachal 
Pradesh, Goa, Haryana. MP, Maghalaya. Mizoram, Nagniand 
Sikkim and Delhi for which this is available iirom 4di FYP onwards 
na. not available. *Ai the end of 8th FYP 
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FOOD SECURITY 

SINC:EITSINCEFnON IN 1965,FOODCORPORATIONOFINDIAISPROVIDING 
YEOMAN SERVIC:E TO BOTH PRODUCERS AND CONSUMERS. 

It has a statutorv duty to extend minimum support price to the marketable surplus in wheat, 
paddy and rice. ItaLsohas the duty ofmaintaining these stocks in good condition and handing them 
over to State CJovts for the age old ftxxi distribution .system and also to military and para-military 
forces. All such operations are done according to quality specifications laid down by the 
Ciovernmenr and at prices fixed by the Government. 

IN ESSENCE, THE FC:i IS THE CUSTODIAN OF THE CENTRAL POOL. 

It IS a massive Organisation with a massive statute - which involves all year round efforts - 
spanning tlie peak months of Rabi marketing from March to July, Paddy marketing from 
SeptemlxT to December, and the inflow t)f levy rice ail through the year. This has been done year 
after year for the last 33 years. 

As an integral parr of the food economy, which in turn is a major and crucial part of the total 
economy - FC;i needs to Ixr appreciated for the role it plays. 

In 1998, we prinrured more than 125 lac MT of wheat - at a total co.st of about Rs.6316/- 
crores. Of this, more than 75% went to the agriculture producer, while the rest was paid largely 
in the form of reimbursements to the State Govts and their procurement agencies. In the process, 
the State Govts earned more than Rs.233/- crores in the form of sales tax and Rs.l45/- crores in 
the form of niandi raxes. 

In the current Kharif months, we have already procured more than 60 lac MT of paddy - at 
a cost of Rs. 2932/- crores, of which 92% went to the agriculture producer and the rest reimbursed 
to State Govts, including Rs. 109/- crores in the form of sales tax and Rs.68/- crores in the form 
of mandi ta.xes. 

• I asr year we also received more than 71 lac MT rice into the Central Pool both in the form 
t)f lew on rice millers as well av rice milled out of paddy pnKured by us. Here again the financial 
turnover was Rs.5587/- crores 

I f the financial part is mind Ixiggling, let it be known that 125 lac MT wheat, 60 lac MT paddy, 
and 70 lac MT rice meant the use of 30 crore numlscrs of jute bags. 

What IS more, the movement of ftMxlgrains done by us is gigantic. In the last 12 months, about 
190 lac M'f were moved by rail .uid 10 lac MT by road - at a total cost of Rs. 1975/- crores, of which 
90 per cent went to the Indian Railways. FCI, therefore, benefits not only the agriculture producer 
of major crops and the coasumers but also the jute grower, and the transport sector including the 
Indian Railways. 

If these figures are mind boggling, the entire operation is overseen by a workforce of more 
than 65,000 staff members and more than 60,000 labtiurers. 

TRULY A MASSIVE EFFORT IN THE NATIONAL INTEREST, IN THE INTEREST 
OF IHE AGRIC^ULITJRE PRODUCER, IN THE INTEREST OF CONSUMER - IN THE 
INTERESTS OF ALL INDIANS. 

- . . . . . —. : — ' ' . ' . ' . - • • . 
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(he valuer ol < V over the penod ffoin 
1960-61 U) 1994 95 with three alternative 
polynomial fiis(with maximumR^otO 77) 
arc prei«nted in Figure 2 It is obvious that 
there is an exponentially nsing tendency 
toward dispanty across the states in 
loreseeable future One plausible cxplana 
tion tor this phenomenon may be that the 
mie oi planning in fostenng balanced 
regional development startedcnxling since 
the seventies Third, whi le the high income 
states have tnainuined high growth rates 
the low income sutes in general and tlie 
north east and eastern states in particular 
have registered negative rates of growth 
of PCNSDP during the I9‘)0s 

Tlierclorc then* are reavins to believe 
that the pcMir slates have remained p<x>r 
and the I tc h <latcs have remained nch after 
50ycarsof independence Moreover, inter 
states disparity in income had declined 
upto the I97()s and it has been rising 
steadily since then particularly dunng the 
posl-iibeialisation period 

VI 

Linkages between Pt'N.SDP, PIOI 
and PCPO 

The income disparity amtuig the states 
)usi observed appears to have impoitfint 
linkages with PIDl and PC P() Tables 2f a) 
(b) (c) and 5 respectively, present the 
values of PIDl and fK PO (cumulative) for 
all the states it iwo diltcrcni time points 
1971 72 and 1994 95 We think that had 
there bcLii .iny natural imquality in 
productive capabilities ,icross the states 
(which icaliy is) (hen (hi distiihiition nt 
pir uipita plan outlay should have t ikcn 
care ot this initial disparity Because om 
ot the pnifessed goals ol India si ive Yeai 
Plan IS to foster halanc ed regional dev elop 
ment Moreover eveninadiagnostic m.in 
ih?r one expects the development ol intra 
structur.'il facilities .icmss the stales to bi 
normalised III the long run given (he initial 
ditleicntials to stait with 
Even a cursoiy Imsk at I able 2 makes 
It clear that the piHircr states have tailed 
to improve then positions in PIDl between 
1971 72 and 1994 95 The very high value 
ol rank correlabon (=0 89) proves the fact 
(hat relative productive capability ol the 
states has remained unchanged ovei time 
Moreover the PIDI ranking highly re 
sembles the PCN.SDP ranking The only 
exception is Aninachal Pradesh which has 
very low PIDI even with high PC'NSDP 
Infrastructuial retrogression is very 
significant foi WB (8 to l8),Kerala (4 to 
10) and Bihar (10 to IS) although their 
achievements in infrastnicture arc out of 
harmony with corresponding •l*(!9)90P 
rankings (S to 12.14 to 15, and 18 to 26) 


Moreover, idl the seven sistersofthe sordi- 
cast frontier along with lammu and 
Kashmir Sikkim and Rajasthan represent 
very low values of PIDI relative to the best 
performing states Quite remaikably, Ck>a 
has improved its ranking from 11 to 5 


Thus the best and worst ten states (in 
oidci of ranking) in infrastructure in the 
1994 95 arc listed below 

Best fen 

Worst Ten 

Delhi Punjab IN 
Haiyana Oua Gujarat 
Mnharushliu Andhra 
Piadesh Karnataka 
md Kerala 

Arunachal Pradesh 
Mi/oram Topura 
Sikkim Meghalaya 
Assam Manipur and 
Jammu and Kashmir 
West Bengal and 
Madhya Pradesh 


1 fence it can he taken to imply that there 
arc huge scopes foi improvement in the 
l.iggtiig regions which will attract further 
investments from (he private sector The 
critiques ot intei-regional compansons 
cannot letutc the fact (hat lower inter-state 
variations in PIDI (and which are achie- 
vablelcouid facilitate better utilisation of 
unused resources in the lagging regions 
^s the construction oi PIDI implies the 
lagging stales consistently represent lower 

V dues lot most of the individual intra- 
stiuctural facilities This is presented in 
I able 2(b) showing the values of the indi- 

V idtial PIDI across states at two different 
points Here again the fall of West Bengal 
and nsc of Gujarat Tamil Nadu, Karnataka 
and Andhra Pradesh are praiseworthy We 
have presented m Table A a list ol selected 


cormspondmg to each tmhvHfuai 
infrasmicture for which urgent public 
action may be called for and/or private 
initiatives should be encouraged It i$ 
obvious that the north-east legicm is the 
most backward one in terms of all 
infrastructural vanables It is clear from 
the rank correlation coefficients that (he 
positions of the states have remained 
unchanged between 1971-72 and 1994-95 
with respect to the individual infrastrac- 
hues Very limited spillovers haveoccuired 
with respect to VE and irrigation 
Let us now see whether union govern¬ 
ment disbursement ot funds through Five- 
Year Plans has any practical relauonship 
with PCNSDP and PIDI The results of 
the rank correlation test are presented m 
Table 4 Although (he correlation values 
should not be stretched too tar for drawing 
any strong conclusion, it is obvious that 
the positive association between PCNSDP 
and PIDI has been strengthened overtime 
from 0 705 in 1971 72 to 0 722 in 1994-95 
Another important observation is that the 
assiKiation between PCPO and PIDI has 
been negative in both years although 
with veiy low value ( 0034 in 1971-72 
and -0 328 in 1994-95) The arithmetic 
implication say that states with lower PIDI 
correspond to higher PCPO and vice versa 
It cannot be concluded (hat ncher stales 
have received lower amounts and vice 
versa On the contrary very low values 
ot cumulative PCPOs over the entire plan 
period for the states ol Madhya Pradesh, 
Bihar Uttar Pradesh, West Bengal and 


IaHII- S I S'IIMArFDrc)MTKILNTS(» Rl (,RFSSt(IN UN PCNSDP 


1 spt 

'lUS 

CuciriLicnts ol Indeoendem Vanables 

Intercept PIDI PCPO AY I'EMI Ad|usted R 

* K’’Multiple R F 

Ohs 

1 

1971 72 

129 1) 

0 24) 

17 88 
(S9) 

0 61 

0 62 

0 79 

34 78 

23 


l>m 9S 

1X8 27 
(2 It) 

29 84 
(S 12) 

0 SO 

0 S2 

0 72 

26 21 

26 

> 

1971 72 

1SI 64 
<7‘)9) 

0 01 
( 0 IS) 

0 OS 

0 01 

0 03 

0 02 

23 


1994 9S 

S44 62 
(S (W) 

oot 
(0 63) 

0 03 

0 16 

0 13 

04 

26 

5 

1971 72 

127 87 
(2 O) 

14 88 oot 
(4 12) ( OOS) 

0 44 

0 49 

0 70 

9 77 

23 


1994 9S 

78 OS 
( 0 701 

3S37 0 08 
(6 76) 0 22) 

0 64 

0 67 

0 82 

23 4 

26 

4 

1971 72 

140 SI 
(2 66) 

18 96 0 07 0 01 

(4 91) (-I 88)( 0 78) 

0S| 

0 S7 

0 76 

8S1 

23 


1991 9S 

194 SI 
(2 t4» 

t9 72 0 10 0 01 

(S66) | 2 12)( 0 77) 

0S7 

0 63 

0 79 

12 21 

26 

*5 

1971 72 

126 76 
(2 01) 

19 20 0 07 -0 08 0 01 

(4 81) (0 42)(~1 88)( 0 67) 

0 48 

OSh 

0 76 

6 IS 

23 


1994 9S 

26 60 
(-021) 

T8S8 007 -OOS-0001 
(S92) (2 17) (-1 24) (0 06) 

0 63 

0 69 

0 83 

II 87 

26 


Son f I The flgiues in the bracket represent (-statistics 

2 Values of NSDP for three slate, were not available at 1971 -72 
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FieuRE 3: ScATm utwecn PCNSOi* and FIDI 


Year I97J-72 



PIDI 


Year: 1994-95 



PIDI 


Andhra Pradesh arc matters of serious 
concern as their PIDI values are also very 
low (Table J). On the whole, there is some 
indication to the fact that states with higher 
PIDI have received lower amounts and 
vice versa. But it cannot he said that states 
with higher PCNSDP have received rela¬ 
tively lower PTPO. Because, the negative 
correlation in 1971-72( -0.032) has become 
positive in 1994-95 (0.127). although btith 
being insignilicant. In a recent paper, 
Sarkar (1994) has argued that plan outlay 
has played a positive nile in fostering 
regional development. 

In order to have a more transparent pic- 
tuR*. two scatter diagrams between PCNSDP 
and PIDI for 1971-72 and 1994-95 arc 
pre.sentcd in Figure 3 We have fitted simple 
.straightlincs toeach. 'Die fitted relationship 
i.spre.sented in Figure 4 with corresponding 
R*. It IS obvious that the .strength of the 
relation has improved over the years. 

The abtive findings have shown that 
PIDI play s an important role in determining 
the differential income performances of 
the states. That is. even if infrastructure 
creation may be a long-run objective of a 
plan. P(^NS1)P IS the ultimate target. Also, 
impact of PIDI on PCNSDP falls on the 
longer run. Moreover, as .shown above, 
there is no signi I icant as.sociation between 
PIDI and PCPO. Hence, use of PCPO as 
another independent variable will not do 
any major harm. Barring these, we have 
also used agricultural yield (kg per hectare) 
and pnxiucii vity of labour in manufacturing 
industries as independent variables. This 
follows from the simple growth accounting 
process that outside the service sector 
(which IS beyond the purview of the prc.scnt 
iuialy.sis), pnxiuctivity differentials will ulti¬ 
mately be reflected in income differentials. 

Under such a background, we have 
estimated a couple of OLS regressions at 
two different points. 1971-72 and 1994-95. 
The dependent variable in all the cases is 


PCNSDP. The results for both years would 
have been better had we omitted the outliers 
asshowninthe.scatterdiagramsinFigure 3. 
For test and verification purposes, we have 
also fitted non-linear curves for both years 
and presented them in Figure 4. It is 
remarkable that for both years the values 
of have substantially improved (about 
so per cent) compared to linear fits. The 
exponential relatioaship between PCNSDP 
and PIDI implies that for initial scales the 
decreasing benefits of the latter to the 
former drastically reveits in the higher 
scales. That means higher PIDI beyond 
certain critical minimum level has very 
significant impact on PCNSDP. However, 
the following regression results are based 
on linear fits as given on the top ofFigure 4. 

The estimated coefficients of the regres¬ 
sors along with corresponding t-statistics, 
adjusted R^, F value, and number of 
observations are presented in Table 5 for 
1971-72 and 1994-95. 

(1) The results of the first regression 
confirm the high level of significance of 
PIDI in determining PCNSDP with very 
high value of F-statistics. The value of the 
coefficient of PIDI has also increased to 
29.84 in 1994-95 from 17.88 in 1971-72. 
In both years more than 50 per cent of 
income is explained by PIDI alone. The 
immediate policy implication is that 
development of physical infrastructure 
facilities is indispensable for curing 
regional income differentials which has 
lasting growth potential in the long run. 

(2) Replacement of PIDI by PCPO does 
not have much significance. The negative 
sign is explained earlier. 

(3) Inclusion of both PIDI and PCPO as 
independent variables sub.stantially im¬ 
proves the results in terms of both 
(from0.44in 1971-72 to 0.64 in 1994-95), 
t-.statistics and F-value. Although the 
impact of PCPO is very significant, its low 
coefficient may be a cau.se of concern 


about the role of planning in state income 

(4) Inclusion of AY and PEMI along wit 
PIDI has not improved the result, althoug 
the coefficient and t-$tatistics of PIDI hav 
i mproved a lot. But the negative coefficier 
of AY is not apparently consistent wit 
the role of infrastructure in agriculture 
productivity. This might be linked i 
indirect way with the inverse rclationshi 
between holding size and productivity 
We think transport and power in agri 
cultural uses might have important impac 
on AY. The lower values of t-statistic. 
imply insignificant impact of industria 
productivity on PCNSDP. 

(5) All these four factors taken togetlic 
have greatly improved the value of R^ ant 
produced positive sign for PC'PO. 

Therefore, it may be concluded that hot! 
physical infrastructure, plan outlay ant 
agricultural productivity have played very 
determining role in explaining rcNSDF 
across the states over the Plan period. 

VII 

Summary, Implications 
and Future Research 

Unlike all Asian and also other developer 
countrie.s, India is a country ol acute hetero¬ 
geneity in every nespectof economy, polity, 
society and culture. During the initia 
phases of planning, the main emphasis 
was placed on overall national develop¬ 
ment rather than better utilisauon of these 
highly differential eco-gcographical poten¬ 
tialities across various regions. Afier 50 
years of independence (and eight five- 
year plans), India has been able to establish 
a wide diversification of the industrial 
base as a result, in part, of the ‘heavy 
industrialisation strategy' of the Second 
Plan (the Mahalanobis model). Also, the 
country has achieved a relative self- 
sufficiency in food production. But in two 
very important areas, India’s poor 
performance has tremendous ominous 
implication for international com¬ 
petitiveness and national integration. The 
first is that India’s productivity in both 
industry and agriculfiire have not only 
been one of the lowest in the world but 
also stagnating during the last few decades 
[see Ghosh uid Neogi 1993, 1996 and 
Neogi and Ghosh 1994 for indusuy, and 


Tabi£ a Lagging Stahs in iNntASTRtirrviiE 

Transport PTE VE Irrigation Telephone 

Arunachal Pradesh. Arunachal Pradesh Arunachal Pradesh. Kerala, Arunachal Pradesh, 

Jammu and Kashmir. Assam. Bihar, Mizoram. Assam, 

Meghalaya. Mizoram. Meghalaya. Sikkim, Meghalaya, 

Mizoram Nagaland, Mizoram, Tnpura .Tripura 

Sikkim Tnpura Tripura 
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fteuKE 4 : FItim Rbutuinshv ssrmiN KNSiV A»B> RDI 


Yew: 1994-93 


Yew 1971-72 



PIDI 



PIDI 


Year 1971-72 Year 1994-93 



Kawagoe et al, 198S and Chaudhun 1993 
lor agriculturej The second is related to 
rising regional imbalance in mlrastnicturc 
Although there had been no explicit 
concern among the policy-makers relating 
to the toimer prior to economic reforms, 
the problem ot regional imbalance in 
income rather than in infrastructure has 
been continuously drawing attention from 
both policy-makers and economists since 
the Second Plan. The Industnal Policy 
resolution ol 1956 explicitly recognised 
the need to correct regional imbalances. 
All the subsequent plans have been 
continuously improving upon the formula 
lor more equitable distribuuon ot funds 
with special emphasis on the poorer states 
fhe development of the Gadgil formula 
for allocation ol centra] funds to the states 
during the 1970$ was an improvement 
over the ad hoc basis followed dunng the 
earlier Plans. Its main emphasis was on 
total population and incittence of poverty. 
But the paradox is that the largest backward 
region of the country, namely, the noith- 
eastern states'^ (Arunachal Pradesh, 
Assam, Manipur, Meghalaya. Mizoram, 
Nagaland and Tnpura), is characterised by 
low population (1971 Census), low poverty 
and high literacy compared to the more 
populous states. The High Level Com¬ 
mission Report to the prime minister 
[Government of India 1997] entitled 
‘Transforming the Northeast; Tackling 
Backlogs in Basic Minimum Services and 
Infrastructural Needs’, is of great 
significance at this juncture. But'it remains 
to be seen how long it would take to start 
the initiatives towards pulling the north' 
eastern region into the mainstream. The 
India Infrestruchire Report [GOI 1996] 


has done very many things but failed to 
focus on the regional imbalance in 
manmade resources (that is, physical infra¬ 
structure) which is fundamentally respon¬ 
sible in the long run for low export potcnUal 
on which It is explicit, and even for biased 
drstribution of poverty across the states. 
Such causal reasoning is crystal clear from 
the following story. Why a man in a 
particular region is poor*' Because he has 
low inconu:. Why low income? Because, 
there is low economic activity, otherthings 
equal. Why low activity? Because there 
IS low potential capability for income 
generating activity. Why low potential 
capability? Because there is low 
infrastructural development. Why? 
Because flow ot investments (both public 
and private) is concentrated in limited 
regions, given total funds for the nation 
as a whole. Such prognosis leaves enough 
scope to venfy the relationship between 
convergence theory and regional 
concentration of poverty. 

Therefore, the main conclusion that 
unequal distnbution of infrastructure is 
largely responsible for the same in income 
IS proposed to be extended further to the 
following areas. (1) An in-depth study 
may be undertakeitat the district level in 
ewih major region; (2) there is room for 
identifying in a more practical way the 
shoitage of specific infra^cture in the 
lagging regions*^; (3) the issue of social 
infi^tructure may also be incorporated to 
investigate its impact on regional disparity, 
(4) the possibility of private initiative in 
selected infrastructure (e g, ports as a sub¬ 
sector of transport) should also be searched 
out, given the rising budget deficits of the 
government, (S) states’ own cordribution 


towards development should also be taken 
into account in the plan outlay. 

Notes 

[We are indebied to by A K Bagchi and S Mia]il 
for the motivation and some crucial insights We 
also grategully acknowledge O Coondoo, M Pal, 
A Majum^. C Neogi and K Chattopadhyay for 
their valuable suggestions But the usu^ disclaimer 
applies ] 

1 Beyond the conveniional wisdom in 
economics, the role of defence os a shmuiant 
to economic progress is not incoiporaled in 
contemporary studies 

2 This does not mean that de-nualisaUon is the 
uitimaie goal of economic progress There is 
in fact no conflict in creating infrastructural 
facilities in rural areas even with developed 
agncultural practices such as the case of Punjab. 

3 Iheabsenceofthesefacilmeswouldultimaiely 
lead to have ‘lower productive efficiency' of 
the population m the concerned regions 

4 Capital movements also tend to have similar 
effect of increasmg inequality The lack of 
expansionary effects in the lagging regions 
siphon off the savings to the nchtf and mote 
progressive regions where both demand for 
and returns to capital are high and secure due 
to vtuious external economics Social insti¬ 
tutions including banking add to this process 
of cumulative causations 

5 The most obvious and less ‘risky’ approach 

IS to endow the backward regions with a good 
system of transportation, effective power 
stations, and other SOC facilities as are 
avoil^le in the developed regions ' 

6 The convergence theorists have done their 
experimentation on the advanced econonues, 
and noton the complex imperfect and capital- 
poor LDCs. 

7 It may be roentiooed here that some studies 
which may be cotegoncally divided into micro- 
econoinic and macro-economic approaches to 
infrastructure have very important policy 
impbcations relating to structural adjustment 
as well as industrial organisation 

8 Some of the recent woiks in this area are 
Aschaiier (1989), Shah ( 1992). Costa et al 
(1987), Romer (1986) and Lucas (1988). On 
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West Bengal and Industry 

A Regional Perspective 

Sreemanta Dasgupta 

The paper attempts to assess the perlormance of the industry sector in West Bengal. The state's industrialisation - 
experience has been analyited relative to the performance of seven other leading industrialised states for 
the period 1965 to 1987. A component of change analysis has been carried out for each period to determine 
the characteristics of industrialisation in the states. ; 


I 

Introduction 

IN this paper an attempt has been made 
primanly to assess the performance ot the 
industrial sector in West Bengal. In order 
to get an all India perspective. West 
Bengal’s industrialisation experience has 
been analysed relative to the performance 
ol seven other major industrialised states 
in India, as of 1965. These states arc 
Maharashtra. Gujarat,Tamil Nadu, Andhra 
Pradesh. Karnataka. Uttar Ptadesh and 
Bihar. The period ot the .study is irom 
1965 to 1987. though the general leatures 
attecting indu.stry prior to 1965 and after 
1987 are al.so discussed. The period 1965 
to 1987, has been sub-divided into three 
shorter perimls - 1965 to 1970, 1970 to 
1977 and 1977 to 1987. The periods were 
.selected .so that each period has certain 
uniform characteristics relating to the 
performance of the industrial sector in the 
country as a whole 

In Section II of the paper, the gcneial 
industrial situation in India and states in 
the pre-1965 era IS discussed. In Section IQ, 
the overall industnal performace in India 
and the states in the period 1965 to 1970 
is analysed and in Sections IV and V 
the general industnal scenario in the 
country and also the states in the periods 
1970-1977 and 1977-1987 are discus.sed. 
In Section VI. component of change analy- 
.sis for each of the above periods and for 
the above eight states are carried out and 
in Section VQ the probable reasons for 
West Bengal's industrial performance 
during each of the.se periods are discussed. 

II 

Pre-1965 Era 

During the colonial era Bengal became 
the leading industrialised province in the 
erstwhile British India. In 1921. Bengal 
accounted for 35.1 per cent of the total 
number of industrial workers in India. In 
1939. that is. just prior to the second world 
war, Bengal continued to be the major 
industriali.sed state in India accounting for 


28.7 per cent of the total number of indus- 
liial workers in British India (Table I). 

In 1946, according to the first census 
of manufacturing industries in India (which 
covered all factories employing 20 or more 
workers using power) West Bengal 
continued to lead other states in terms of 
Its share in total number of industnal 
workers in India, though in terms of value 
added in the manufacturing sector. West 
Bengal was second to Bombay (including 
Gujarat) (Table 2). 

According to figures ot industrial em¬ 
ployment in the engineering and other 
major industries in 1948 as reproduced 
in BCC'I, (1971 11). West Bengal had a 
much higher level of employment in the 
engineering industries than Bombay. In 
the case of chemicals and food, drink, 
tobacco. Bombay had marginally higher 
cmploynwnt than West Bengal; and in 
chemicals (leaving out dyeing and bleach¬ 
ing) West Bengal had greater employment. 
In othcrindustries such as paperand leather. 
West Bengal had higher employment than 
Bombay. It is only in textiles, in terms of 
employment, that Bombay had a clear 
superiority over West Bengal. Moreover, 
the industrial .structure of West Bengal 
was more diversified than that of Bombay. 

Planned industrialisation began in India 
from 1951 with the beginning of the First 
Plan. The annual industrial growth rate 
(compound) was 5.7 per cent in the First 
Plan, 7.2 per cent in the Second Plan and 
9.0 per cent during the Third Plan [Shetty 
1978. l86;Desai 1981:3831 After 1965. 
industrial growth slackened and averaged 
about 3.7 per cem per annum between 
1965 and 1975, and it is only in the 1980s 
that it achieved the rate of the pre-1965 
era. 

During this period (1951-1965), West 
Bengal continued to prosper. In the period 
between 1951 and 1965, the value of 
industrial outputinWestBengal increased 
by 287 percent [BCCI 1971: 41], Regis¬ 
tered factory employment in West Bengal 
i n the same period increased from 6,51,944 
to 8,80,270 fGoB 1970; 116], But West 


Bengal fell behind MahariLshtra in teraui.. 
of the number ol industrial licencfs$ 
received although the two states together 
still accounted for over 40 per cent 
licences issued (Table 3).' 

Though West Bengal received fewer 
numbers of industrial licences than 
Maharashtra, it continued to beihe leading 
state in terms of employment in the 
organised industry sector in India. In 
Table 4, employment and value added 
in the census sector^ of industries are 
given for the eight major industrialised 
states for 1959 and 1965. 

The same feature that was noted in the 
first census of manufacturing industry in 
India in 1946 continued till 1965, that is, 
while West Bengal was first in terms of 
employment, it was behind Maharashtra 
in tenns of value added. Table 4 also r 
shows that the other states, specially,, 
Gujarat, Tamil Nadu, Andhra Pradesh and 
UP had made some prngre.s.s in the period ; 
ending 1965, though the predominance 
of West Bengal and Maharashtra con¬ 
tinued. This would seem to confirm 
Myrdal* s contention of ‘cumulative cau.sa- I 
tion'. that is, an already developed region ' 
continuing to grow and maintain its lead '• 
or outdtstance regions ie.ss developed to < 
start with. ' 

There were, however, a number of dis- • 
quieting features which could affect 
adversely the future industrial growth 
prospect of West Bengal. It was noticed, 
that right from 1946. Maharashtra had , 
higher value added though West Bengal • 
had higher employment. This feature , 
prevailed till 1965(Table4).Highervaiue 
added with lower employment, would ' 
indicate that industry is more efflcieitt as 
it generates more non-wage value added ' 
which implies greater profitability. In fact ; 
not only was West Bengal’s value added 
lowerthan that of Maharashtra’s butif one 
consitters value added per employee ifl \ 
1965, it was lower than that of a nuinl%^ 
of other states ftablc 5). The implicatkie' 
of this is that in 1965, labour productiviJ^ri 
was low in West Bengal. This could 
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because the industrial structure of West 
Bengal was dominated by old industries. 

It was seen earlier, that West Bengal was 
the leading state in the cngt necri ng industry 
in 1948. Ifiis dominance of the state in 
the engineering industry continued up to 
1965 when 3.51 lakh persons were em¬ 
ployed in the engineering industry (census 
sector) in West Bengal against 2..53 lakh 
persons employed in the industry in 
Maharashtra. ITie dominance of West 
Bengal in the engineering industry in the 
state was, apart fFomothcrrcason.s, because 
of the locational advantage the slate 
enjoyed over other regions because of the 
proximity ot the state to the major input 
sources lor the industry, i e. coal and .steel. 
This locational advantage ol the slate was 
neutrali.sed in the niid-l95()s through 
freight equalisation of steel. Again.st 
this background, in the period between 
1956-66, 916 licences were issued tor 
enginceiing and steel-based products. 
Though sonic ol these were for West 
Bengal, most were probably for other states 
as through freight equalisation ol steel other 
states wem no longer at a disadvantage. 
Further in May 1966. 11 industries were 
de-liccnsed, the major industries in this 
list were iron and steel castings and 
forgings, iron and steel structurals, 
electncaliiKitorsupto 120 hp. In November 
of the same year, 24 more industries were 
further dcliccnsed: these included cast 
iron spun pipes, steel ingots, billets by 
electric furnaces, etc (Hazari 1970:16]. 
Coupled with Imight equalisation for steel, 
these measures ensured the rapid growth 
of steel-based industries even in areas at 
a distance from .steel plants. 

There was another weakness in the West 
Bengal economy in this period which 
should be noted. The agncultural sector 
in the state was more or less stagnant, 
whereas other major industrialised states 
registered lairly impressive agricultural 
growth (Table 6). Stagnant agriculture 
deprived Wc.st Bengal of an important 
growth impetus tor the growth of those 
indu.strics in the .state which were mainly 
dependent on government purchases or on 
the demand ot other industries. 

Before moving on to the next period it 
would he interesting to touch upon another 
aspect ot the prc-1965 era which had a 
bewing on the lurtunes ot West Bengal's 
inilustry. From independence till the late 
1960s, political power in the centre and 
the states was in the hands of the Congress 
Party. B C Roy was the chief minister of 
West Bengal. The importance of B C Roy 
in the Indian polity in this period could 
perhaps explain the significant central 
investment in the industrial sector of the 


state prior to 1962 (die year B C Rr^ 
passed away). The total industrial invest¬ 
ment in the state by the central government 
between 1947 and 1968 accounted for 
13.3 per centofthetotalinvestments (gross 
block) of central inve.stments made in ail 
states (BCCI 1971: 30]. In the next two 
decades, no significant new industrial 
investment has been made by the central 
government in West Bengal. However, it 
IS during Roy's tenure that freight equali¬ 
sation of steel was announced. Freight 
equalisation for other industrial raw 
materials, specially raw cotton, was not 
mlroduccd. This selective introduction of 
freight equalisation for steel robbed eastern 
India of its locational advantage without 
compensating policy measures to redress 
Its locational disadvantage in other 
industries. 

m 

1965 to 1970 

The Indo-Pak war of 1965 coupled with 
harvest failures in the country in two 
consecuuve years, 1965-66 and 1966-67, 
ushered in an industrial recession. The 
recession of the mid-1960s did not affect 
all industries uniformly. The major 
industries that were affected were food 
pKKessing, textiles and engineering goods 
iiidustnes, in particular metal products 
andttanspoitcquipmentindustries. Within 
the transport equipment group, the most 
adversely affected was the railway equip¬ 
ment industry. After registering an average 
annual growth rate of 31.8 per cent during 
1960-65, the industry registered negative 
growth rates during 1967,1968 and 1969, 
re.spectively. 

The following factors can be cited as 
causes of the recession: First, the con¬ 
secutive harvest failures had eroded the 
purchasing power of the population and 
narrowed the market for manufactured 
goods. Secondly, the Indu-Pak war and the 
harvest failures adversely affected the 
financial position of thecentral government 
resulting in severe cut-back in government 
purchases and investments.^ Hiirdly, the 
harvest failures drastically reduced the 
availability of raw materials to the agro- 
based industries and finally, the acute 
foreign exchange crisis leading to import 
restriction adversely affected the supply 
of inputs $p«;iai)y to the engineering 
I ndustry. However, the recession was short 
lived for the country as a whole. In 1968 
industrial production again increased 1^ 
6.4 per cent and in 1969 the industrial 
growth rate had climbed up to 7.1 percent. 
But the effect of the recession on West 
Bengal was not only the most severe but 
also long drawn out 


The lecessioii in the rinivtagt eqi^phieat 
indusoy caused by die falt-off in railway 
orders disastrously affected the wagon 
building firms in West Bengal. The cxit- 
back in railway orders was not restored 
and as can be seen from Table 7 evai as 
late as 1979-80, wagon production in West 
Bengal was not even iulf of the 1965-66 
production level. 

The drastic fall in wagon production 
in the ^e. nearly wiped out a number 
of major industrial units in the state. 
Units likeBraithwaiteandQ>,Bridgeand 
Roof, Bum and Co, Indian Standard 
Wagon, Jessop, which werethecomerstones 
of the engineering industry in the state, 
flourished before the onset of the recession 
Even these giants could not cope with the 
crisis and turned sick, and had to be taken 
over by the government (Table 8). 

The sickness of these big firms also 
affected the ancillaiy units which supplied 
inputs to these most of which were loca¬ 
ted in Howrah and turned sick for want 
of orders. There were also a number of 
other major units in the state that floun¬ 
dered during the recession. Guest Keen 
Williams, an important engineering unit, 
incurred huge losses during 1968 and 1969. 
Texmaco also was a loss-making unit 
during this period. Britannia Engineering 
Co was in the red and turned sick. In fact 
within a few years the whole structure of 
the engineering industry in the state was 
nearly destroyed. The jute industry in the 
state was also severely affected. Most of 
the jute unitsincurred losses between 1966 
and 1969. 

As a result of the recession the number 
of workers retrenched and layed off dur¬ 
ing 1966-69 increased significantly 
(Table 9). The effect of the recession on 
industrial employment in different states 
is best summarised by the total employment 
in the census sector of the iqanufacturing 
industries. Table 10 shows that between 
196S and 1968, of the eight most indus¬ 
trialised states, employment increased for 
all the states exc^ Gujarat and West 
Bengal. That is a part from Gujarat and 
West Bengal all the other states had 
overcomed the effects of recession. In 
fact, Weri Bengal registered a sharp decline 


Table i: Peb Cent of Inoustmal Workebs in 
THE Provinces of (BamsH) India 



1921 

1939 

Madras 

8.4 

9.7 

Bombay 

25.3 -c 

23.0 

Bengal 

.35.1 

28.7 

UP 

6.3 

8.0 

Punjab 

3.2 

3.9 


Sourct: Got, Localion of Industry in India, as 
quoted in BCCI. 1971, p 90. 


.3050 


Economic and Polidcai Weekly November 21. 191^ 



in eiiqiloynliNit ftom 8.22 lakhs in 1967 
to 7.46 lakhs in 1968, while Maharashtra’s 
employinent increased from 7.46 lakhs in 
1967 to 7.88 lakhs in 1968. And it is for 
the first time in the post-independence era, 
that Maharashtra overtook West Bengal 
in terms of total employment in the 
industrial (census) sector. In 1970. again 
West Bengal registered a shmrp decline in 
industrial employinent from the levels of 
employment in 1969 and the lead of 
Maharashtra over West Bengal in terms 
of industrial employment increased still 
further. Moreover. West Bengal was the 
only state for which the 1970census sector 
employment was less than the employment 
achieved in 1965. all the other states had 
higher level of employment in 1970 than 
in l%5. Thus between l%5 and 1970 
West Bengal lost its industrial pnmacy in 
terms of highest industrial employment 
among the states in India. 

The sharp fall in employment between 
1966 and 1970, specially between 1967 
and 1968. led to acute labour agitations, 
as the trade unions desperately tned to 
protect the woikers from being laid off or 
retrenched. The number of industrial dis¬ 
putes increased phenomenally (Table 11). 
The acute industnal crisis was further 
compounded by a fall in agricultural pro¬ 
duction following the harvest failures of 
1965-66 and 1966-67, leading to high 
paces tor staple foods (mainly nee). This 
tnggered off food riots and political agi¬ 
tation resulti ng in the defeat of the Congress 
government in the 1967 elections. How¬ 
ever. stability in the industnal sphere was 
not restored, as workers aggressively tried 
to protect their interests specially as a 
coalitionot pro-labour parties was in power 
in the state. The result was another round 
of industrial disputes which further 
accentuated the already fragile situation. 
The Report oj the Committee of the Bengal 
Chamber ofCommerce and Industry\969 
stated that unle.ss labour relations in the 
state inipioved there was little chance for 
large-scale industrial investments. The 
more sober-minded among the industria¬ 
lists however took a little more rational 
view. Thus, A H Sethna, chairman of 
Indian Engineenng As.sociation, speaking 
at the Annual General Meeting in 1968, 
stated 

... recession has brought with it not only 
unrest but also a large surplus labour force, 
idle workers. This has resulted in proposals 
of retrenchment and lay-off of workmen. 
There is stiongopposidon to such proposals 
and while I would agree that such measures 
are not desirable, I would also point out 
thtt some adjustment to labour force, is 
essee^l...MBCCI 1971; 14). 


Political inctabiUty continued to pfaigae 
the state. Woikers’ agitation and political 
turmoil were countered by repeated bouts 
of President’s rule, bi 1972, afteraperiod 
of Bve years a stable government was 
formed. But between 1966 and 1970, very 
little investment took place in the state. 
The number of licences for new under¬ 
takings declined from 62 in 1961 to only 
five in 1968, six in 1969 and seven in 
1970. Licences for expansion of existing 
units declined sharpy from 66 in 1961 to 
15 in 1968, 44 in 1969 and 40 in 1970. 
Additional investment (autiiorised capital 
ill newcompanies)cainedown from Rs2l 
croie in 1966-67 to Rs 9 crote in 1969-70 
[BCCI 1971a: 48-9). Thus not only was 
Iheexisting industrial base of West Bengal 
eroded by the recession of 1965-70, new 
investments had also petered out during 
this penod. 

IV 

1970-1977 

In the 1970s industrial growth in the 
country was sluggish. If one left out the 
10.6 per cent growth achieved in 1976, 
the average growth during this period was 
in the region of 4 per cent, [Desai 1981: 
^83; Shetty 1978: 187]. At the political 
level status quo ante was restored after the 
trauma of the late 1960s with the same 
party in power at the centre and most of 
the states. The industrial situation in West 
Bengal showed a slight improvement in 
the 1970s from the chaotic situation of the 
late 1960s. However, industrial growth in 
the state was still sluggish. The number 
of licences issued to West Bengal showed 
an upward trend though it was nowhere 
near to the pre 1965 era. As can be seen 
from Table 12, in the i970s, the number 
of licences issued to different states shows 
a different pattern, no longer was West 
Bengal a major recipient of industrial 
licences, a number of other states notably 
Gujarat obtained greater number of 
licences than West Bengal in a number of 
years between 1970-77. Moreover, there 
was a shift in the type of licences obtained 
by West Bengal. Whereas in 1965, out of 
63 licences issued to West Bengal, 47 


were for new units or for sidsstantial ext 
pansion, in 1973 fex example, out of tom ’ 
licences issued, three were for netjii 
units and II for substantial expansion 
(Table 13). That is investment intentions 
declined in the state in the seventies. Actuid 
investment in the state between Januaiy 
1971 and December 1977 was paltry. Hm 
total approved projects between Januaiy 
1971 and December 1977 numbered 
1060, which entailed an investment ai 
Rs 1,474.49 crore. However, tiie actual 
number of projects implemented during 
this period was 446, involving an invest¬ 
ment of Rs 213 crore [GoB 1978: 8). 
Another, interesting facet of the industrial 
scene in the state is that the .share of West 
Bengal in the total disbursement of all- 
India financial institutions during the 
Fourth Plan period (1969-74) was 8.23 per 
cent, between 1974-75 and 1975-76 it was 
8.79 per cent and in 1976, 8.35 per cent 
[GoB 1978:16]. This wasquite significant 
as compared to the percentage share in 
later years. We will comment on this later. 
The position of West Bengal vis-a-vis 
other industrialised states in 1977-78 as 
compared to 1970-71 is shown in TXMe 14. 

It is found that industrial employment 
(census sector) increased in West Bengd 
in 1977-78, though West Bengal’s share 
of total all-India employment reached an 
all time low of 15 per cent. And the 
employment level was still belowthe 1965 
employment level. But West Bengal 
continued to be just behind Maharashtra , 
and ahead of other states in terms of 


Tabu 3: ,*STATewisE UisniiBirnoN oi’ AmjcAncMS 
andLicemis, 19S6-I966 


Slates 

Total Number of Number of 
Applications Licences Issued 

Andhra Pradesh 

487 ( 346) 

.3.32(3.32) 

Mahaiashlia 

.3643(2188) 

2741 (27.37) 

Madras 

1263 ( 897) 

970(4.68) 

UP 

1087(772) 

672(6.71) 

West Bengal 

22% (16.30) 

1649(16.46) 

Bihar 

688(488) 

.317(516) 

Mysore 

420(298) 

327 ( 3.26) 


Some Report li the Inebalnal Ijceramg Pidky 
Itu/mry Coomultee, GOL 1969. Appemlx 
VA.p63 


Table 2; Registered Factories and Fattory Emrloyment in Major Inchan Provincts, 1946 



No of 
Registered 
Factoncs 

Total No 
&nployees 

Value 

Added 
(Rs Crore) 

West Bengal 

1218 

509120(33.62) 

57.32 

Bombay 

959 

500267 (.33.0.3) 

87 66 

Madras 

1244 

144931 ( 9.57) 

15 2.3 

UP 

539 

16676.3(11 01) 

21 71 

Bihar 

316 

93523 ( 6 18) , 

19 66 


Note: Hgnict in brackets give percentage of total .1 

Smute: First Cemius vf hhuuifaciunng Imhistnes in India, 1946, Vo I, Gol, New Oelhi, 1949. 
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WEST BENGAL CO-OPERATIVE MILK PRODUCERS’ 
FEDERATION LIMITED 

LB-2, SEC.III, SALT LAKE CITY, CALCUTTA-700 091 

• The State level apex society of milk co-operatives implementing dairy co-operative 
projects in village level societies through district level milk unions. 

• Each unit acting as a separate co-operative society, administratively independent 
of each other but functionally dependent on the other. 

• Registered on 6th June 1983 having at present 13 affiliated milk unions, 1629 
primary level societies with 112323 firmer members (17020 SC/ST members) 
procuring on an average 189170 kgs. of milk per day. 

• Implementing the Women Dairy Co-operative Project funded by the Ministry 
ofHRD, Govt, of India and thereby empowering the women economically 
and socially - already 327 .societies organised with 26773 women members 
(5387 SC/ST members) pouring on an average 28269 kgs. of milk per day. 

• (ftinded by the Ministry of Agriculture, Govt, of India), Implementing Integrated 
Dair)' Development Project, in the hilly, Non-OF and backward areas of West 
Bengal - 235 primary .societies organised with 14608 members (4673 SC/ST 
members) procuring 11690 kgs. of milk per day. 

• Managing Mother Dairy Calcutta quite efficiently and supplying 3.80 lakh Itrs. of 
milk per day, Misti Dohi and Yoghurt to the satisfaction of the consumers in and 
around Calcutta. 

• Holding 47% of the shares of Rs. 50 crores dairy project, Metro Dairy Ltd., 
(BaLuice 43% being held by Keventer Agro Ltd., and 10% by National Dairy 
Development Board) at present supplying 1.60 lakh Itrs. of liquid milk per day in 
the market. 

• Village libraries set up m collaboration with the Rajiv Gandhi Foimdation 65 of 
them functioning satisfactorily. 

• Programmes launched to boost up milk production through artificial insemination 
and induction of improved breed of cattle. 

«s 

• Infrastructure being .set up to improve quality of milk by installing more chilling 
centres and undertaking cattle health programme and distributing cattle feed and 
mimkit. 
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employment. All tfie other states increased 
their employment in this period, fn terms 
ol value added, West Bengal continued to 
hold the second position after Maharashtra. 
It is significant that both Gujarat and Tamil 
Nadu had nearly caught up with West 
Bengal in terms of value added (Table 14). 

V 

1977-1987 

The period starting with 1977 saw a 
number of new developments at the 
political level. The existing Congress 
central government was replaced by a 
Janata Party government and in West 
Bengal, as in many other states, the Con¬ 
gress government was replaced by a 
government formed by erstwhile opposi¬ 
tion parties. In West Bengal, a leftist 
government was formed in which 
communists weiethe majorpartners. There 
was another major poiiti^ change in 1980, 
when the Janata government was replaced 
by a Congress government at the centre. 

Indu.strial growth in the country as a 
whole in the period between 1977 and 
1987 was somewhat varied, while the 
growth in the general index of industrial 
production fluctuated between 1977 and 
1982. with impressive growth recorded 
only in 1978 and 1981, Irom 1983-84 to 
1987-88, the index registered a growth 
rate of well over 6 per cent in each year. 
The indastrial situation in the country was 
thus quite buoyant. In this .situation it was 
to be expected that the tempo of industnai 
investment in the states would increa.se. 
In Table 15, statewise industrial licences 
received are shown. The number of licences 
received by West Bengal was even lower 
than that received by .states like Gujarat, 
Tamil Nadu, UP, K^ataka for most of 
the years during this period. Maharashtra 
as usual had the highest number of licences 
for each of the years in this period except 
tor 1985, when Tamil Nadu topped the 
list. 

As was stated earlier, the number ot 
licences received does not always give a 
correct picture of the type of intended 
investment. In Table 16, the number of 
licences received by West Bengal has been 
segregated into licences for new units and 
for sirtistantial expansion. Table 16 gives 
a somewhat different impression fbom that 
given by Table IS. For instance, in 1984, 
West Bengal obtained93 licences; of these, 
only five were for new units and eight 
were for substantial expansion. 

A comparison of Tabl&s 12 and 13 with 
Tables ISand 16 tend to show that invest¬ 
ment in West Bengal had slowed down 
in the l977-78to 1987-88 periodcompared 
to the previous period, i e, 1971-77. In the 


period 1971 to 1977, i c, in seven years, 
the number of licences received by West 
Bengal was 499 and licences for new 
undertakings were 80. In the 1977-87, 
period, ie. 11 years, the numberof licences 
was438, and licences fornewundeitakings 
were 59. However, one must note that data 
on industrial licences show mere 
investment intentions. Moreover, industrial 
investment outside the purview of the 
licencing system al.so takes place, for 
instance by DGTDfSIA units. Under SIA 
registration in 1985, 47 new units were 
registered, in 19876, 99 and in 1987, 89 
new units were registered. Similarly, under 
DGTD registrations, in 1984,41 new units 
were registered, in 1985, 71, in 1986, 33 
and in 1987, 40 new units. 

The actual investment in industrial 
projects in the state between 1977 and 
1987 was Rs 947.77 crorc fGOB 1989-90: 
411 This implies an investment of Rs 86 
crore per year, obviously the quantum of 
investment was not very impressive though 
not absolutely negligible. Thus, while 
licencing data clearly indicate the reluc¬ 
tance or lack of interest of big invi siors 
to invest in the large scale industry sector 
in the state, actual investment data and 
SIA/DGTD registration indicate some 
industrial investment in the state had taken 
place mostly in the medium scale, though 
not at the expected level. This implies that 
‘indigenous’^ capital has invested in the 
state to some extent though large investors 
have been hesitant. The reluctanceoflarge- 
.scale investors to invest in the state is also 
reflected in the decline in the share of 
West Bengal in the total assistance dis¬ 
bursed by all-India flnancial institutions. 
While it was in the region of 8 per cent 
in the 1971-77 period, it had declined to 
5.6 per cent in the pertiod 1982-83 to 
1986-87, the corresponding share of other 
states in this period was Maharashtra 18.6 
per cent. Gujarat 12.6 per cent, Tamil 
Nadu 10.2 per cent, UP 8.6 per cent, 
Karnataka 7.8 percent and Andhra Pradesh 
' 4pcrcent[GoB 1988a: 1 IJ.Ontheother 


hand, WBlDC’a (which provides assis¬ 
tance to mainly medium-scate investors) 
disbursement figures show that between 
1971 and 1977 the peak level of disburse¬ 
ment was in 1976 amounting to Rs 704.55 
idch. whereas in the 1977-87 period, in 
1978-79, the disbursement was Rs 1317.75 
lakh and it went on inctea.sing each year, 
reaching a peak of Rs 2,642.17 lakh iti 
1987-88 fGoB 1977, 1983, I988J. Tliis 
also shows, howevo- meagrely, ‘indi¬ 
genous’ capital was being invested in the 
sute at a level higher than in the previous 
period. 

The position of West Bengal relative to 
other states at the end of this period 
(i c, 1987-88) is shown in Table 17. As 
in the period under consideration the 
growth of small industries was significant 
In 1986 for instance, UP had 1.06 lakh 

Table 5; Value Added per Employee in 1965 
(Census SErroR) 


Value Added per Employee (Ri) 


West Bengal 

4210 

Maharashtra 

5-579 

Gujarat 

4258 

Andhra Pradesh 

2449 

Tamil Nadu 

4.542 

Karnataka 

4615 

UP 

.5614 

Bihar 

5741 ' 


Sonne: ASI, 196.5. 


1 ABLE 6'Compound Growth Rates op 
AiiRiculture Prodiktion ion M mom 
States in India (1952-53 to 1964-65) 


Agriculture Production 
Growth Rate 
(Per Cent Per Annum) 

Gujarat 

4,55 

Tamil Nadu 

4 17 

Mysore 

3.54 

Bihar 

2.97 

Maharashtra 

2 95 

Andhra Pradesh 

271 

West Bengal 

1 94 


Sources: Got, Fourth five Year Plan, p 119; 
aisoBCCI. 1971, p 40 


Table 4; Employment and Value Added in the Census Sector for Maxir States in India 

(1959 AND 1965) 



Employment 

Value Added (Rs 000) 


1959 

1965 

19.59 

1%5 

West Bengal 

661951(25 06) 

866K9(K2I 95) 

176.591.5(25 24) 

3649.566(21.65) 

Maharashtra 

606948(21 15) 

775X58(19 61) 

20I5904(26..56) 

4169879(24 73) 

Gujarat 

294873(10.27) 

.533557(8.44) 

739266(9.74) 

1420263(8.43) 

Andhra Pradesh 

1.56623(4 76) 

215.508(5.45) 

17836.5(2 55) 

527240(.5.I2> 

Karnataka 

105510(3.61) 

16.5456(4.13) 

2451.57(3 X5) 

75.5945 (4.47) 

Tamil Nadu 

197902(6.90) 

.544925(8.73) 

490314(6 46) 

1497803 (8.88) 

UP 

2.50.599(8.05) 

295538(7.48) 

43.5389(5 71) 

1068194(6.5.5) 

Bihar 

174.508(6.07) 

20921.5(5.29) 

6.52247(8.33) 

1201061(7 12) 

India 

2870016 

.5953184 

7.5900 

(Rslakh) 

1686.54 

(Rslakh) 


Source: CSO. Annual Survey of IndusDrics (ASI)5iimiiKtf> 1959.196.5. 
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small-scale units and West Bengal had 
1.25 lakh. Employment and value added 
fortheyean 1977-78 and 1987-88 forthe 
whole tactory sector, instead of only the 
census sector, arc compared. In order to 
facilitate comparison the 1977-78 census 
sector data are also given. It is seen from 
Table 17. that the relative positions of 
states do not change in 1977-78, when 
factory sector in considered. West Bengal 
which was second both in terms of em¬ 
ployment and value added in the 1977-78 
cen.sus sector, continued to he in the same 
position when the factory sector was 
considered. 

In 1987-88, however, there was a sea- 
change in the relative po.sitions ot the 
states. While Maharashtra continued to 
maintain its first position, Wc.st Bengal’s 
position detcrioialed dramatically. It was 
ranked fourth in terms ot employment, 
and in terms value added. West Bengal 
was ranked frith (Table 17). West Bengal’s 
employment in the factory .sector in 
1987-88 at 7,34.634 was even lower than 
its 1970 census sector employment of 
7,49.025. and one might recollect that 
West Bengal’s employment in 1970 had 
fallen from the level of 1965 because of 
the recession. 


VI 

Component of Change Analysis 

It IS seen therefore that between 1965 
and 1987, that is, in barely over two 
decades. West Bengal’s relative position 
as an industrialised state in the country had 
deteriorated dra.stically. How did this 
happen? It IS obv lous from our discussion 
so far. that low level ot industrial invest¬ 
ment was the mam reason for West 
Bengal's decline. Moreover the indu.stnal 
structure and competitive edge of Wc.st 
Bengal's industry might not have been 
conducive for accelerated industrial 
growth. It IS this hypothesis that weexamine 
in this section. 

The analysis is carried out in terms of 
a technique known as component of 
change analysis.'’ The basic approach is 
to evaluate the effect of a region’s 
industrial structure on its growth over a 
period of time. This involves breaking 
down the actual change, say, in 
employment or value added, in a region, 
in a given period, into a number of 
components. (I )The national component 
defined as that change in total employment 
(say) which would have occurred in a 
region if total employment in that region 
had drown at the same rate as total 
employment in the nation as a whole. If 
the actual change in employment in the 
region is greater than the above, then the 


region did better than the nation as a 
whole and so on. (2) The structural 
component - This measures the effect 
on industrial growth (measured by employ¬ 
ment on value added) of the types of 
industries located in a region. (3) 'The 
differential component which measures 
whether additional growth in a specific 
industry is the result of that industry 
growing in a region at a rate different 
Irom the national growth rate of the 
industry. In a dynamic region, the specific 
industries in that region will registerhigher 
growth than that industry’s national 
growth rate. There are two versions of the 
component of change analysis. The British 
version takes natiorial industrial structure 
in the base year as the standard. The 
American version relates the national 
spec! tic industry growth rate to the overall 
national growth rate. It ranks industries 
in a region by reference to their relative 
national growth rate performance. 

Simpson and Bishop (1972: 64) have 
critici.scd both these versions for reasons 
that should not detain us here. They have 
developed a new model of component of 
change analysis by combining the .structural 
hascd(British) method and national growth 
rate (American) method. The Bishop and 
Simpson version is as follows: 

T^ing E and N as total regional and 
national employment, n^ as base year 
national employment in an industry, e„ 
ba.se year a regional employment in an 


industry, with e|, Hg and N, being respective 
growth rates i e, 

®l ~ ®0 

e, =5 - - etc, we have 

Actual employment change e,, Cg 
National growth component 
E 

Co N, -t- — no (n, - Ng) 

Structural Component 
E 

<eo - — "o) (ng - Ng) 

Differential Component e^ (eg - n,) 
The Differential Componeitt can be 
further sub-divided into two Parts: 

(1) Competitive Component 

— "0 (Cg - n,) 

(2) Allocative Component 

E 

(Cf) — Oq) (Cg — Og) 

N 

Final equation stands as 
£ 

Co Cg = [co Ng -I- ^ n„ (Hg - Ng)] 

+ f(eo - "o) (ng - Ng)] 

+ no (eg - ng) 

E 

- Iq "o) <Cg - ng)l 

The aboveequation is only for an industry 
in a region. On summation acro.s.s all 


Table 7' Order or Wagons by Railway and Prodoction ‘nd Capacity UnusATioN in the 
Wagon Building Industry of West Bengal 

iFuur Wheeler Units) 


Year 

All India 
Railway 
Order 


Production of 

Wagons in 

West Bengal 

Capucotu 

Utilisation 
(West Bengal) 

(Per Cent) 

I96.S-66 

20,704 


15,165 

67 

1966-67 

Nil 


9,024 

38 

1967-68 

17.788 


6.885 

28 

1968-69 

14,964 


8.072 

.34 

1969-70 

8.438 


6,567 

27 

1970-71 

4,181 


5,128 

21 

1971-72 

5,678 


4,0,36 

17 

1979-80 

10,050 


6.090 

33 

Soane- \ 

Slate Planning Board, Govemment of West Bengal. 



Table 8: Net Profit/Loss of Wagon Buiunno Units in West Bengal 





(Rs iaUi) 

Year 

Braith waite Bridge and 

Bum and Co Indian Standard Jessop 



Roof 


Wagon 

196.^ 

68 

12 

64 

44 

1966 

33 

II 

52 

29 

1967 

10 

10 

15 

(-) .3 42 

1968 

(-)54 

9 

(-)92 (-)68 (-)84 

1969 

(-)I24 

5 

(_)54 (-)49 (-)49 

1970 

N A 

3 

(-) 89 (-) 79 (-)222 

1971 

(-)409 

0.67 

(-) 44 (-) 95 (-)524 

1972 

(-)339 

I..50 

(-)46 (-)79 NA 


Saarff. Calauui Suwk Exchange Official Year-book,vanoiis issues. 
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iiKttisines Id a region, we get.aie equtfion 
for die whole region, which is, 

X, Co, Cg, = EN, + [X, eoi tigi - ENgJ 

+ *0, (e,, - Ogi) 

The term on the left hand side gives the 
actual change in employment in a region. 
The first term on the right hand side is the 
national component; the second term 
(within the square bracket) is the structural 
component and the third term the 
differential component. The differential 
component tor the region is divided into 
competitive component and allocative 
component for the region and is given by 

E 

eoi(eg.-n*,) = % (Cg. - "g,) 

E 

+(Co,- no,) (eg. - ng,) 

The first term i s the competitive component 
and the .second term the allocative for a 
legion. Now if the national component 
(ENg) is greater than the actual change in 
employment (d e„, Cg,), it implies that the 
region is growing at slower rate than the 
nation as a whole. If a national component 
IS le.ss than the actual change in employment 
It implies the opposite. 

If the structural component is positive, 
It implies that a region is specialising in 
nationally fast growing industries or 
decreasing its share of employment in 
declining industries. A positive differential 
component implies that the region specia¬ 
lises in taster gmwing industries. Thus the 
difterentiai component indicate whether 
a region enjoys competitive edge or loca¬ 
tional advantage over other regions. This 
can be made more explicit by decomposing 
thedifferential component into competitive 
and allocative component. A positive sign 
for the competitive component implies 
that industries in the region are growing 
at a faster rate than their national counter¬ 
parts and therefore the region is dynamic 
and expanding. Finally, allocative com¬ 
ponent gives a measure of the charac¬ 
teristics which is peculiar to the region; 
thus a positive allocative component 
implies a region's locational advantage 
because of say good resources, infra¬ 
structures, etc. 


TaSUF. 9. RhTWBWMMBIT AND LaV-OFF WORKERS 
IN West Benoai. Industrie.s, 1966-69 


Year 

Retrenchment 

No of Persons 

Lay-of 

No of rarsons 

l%6 

.1,70^ 

1.20,714 

1967 

6,0.64 

61,11.6 

1968 

12,802 

1,17,768 

1969 

1,4.19 

42,967 

1970 

864 

2,41.076 


SfHirce: Government of West Bengal, Lubfmrm 
West Benxnf.various issues. 


results ofthecomponeritof change analysis 
a further exocise has been carried out as 
has been suggested by Boudevilie and as 
repotted in Edwards (1976: 308-09); this 
involved an eight-fold classification of 
regions on the basis of the comparison of 
the structural component and differential 
components.^ 


CQOBponeittofciMbgeanalyrisisctntedi 
out for the top eight industrialised states 
(as of 1965) covered in our study. In car- 
ryingout die conqxHient of change analysis, 
employment has been taken as the relevant 
variable as it is usually done in analysis 
of this sort. The analysis is carried out for 
three periods 1965-66 to 1970-71. 1970-71 
to 1977-78 and 1977-78 to 1987-88, 


Taule 10; BMPLoyMENT IN Different States m the Census Sector of Manufaciuring iNousnuES 


States 

1965 

1966 

1967 

1968 

1969 


1970 

West Bengal 

866890 

86272.6 

821954 

745978 

763914 


749025 

Maharashtra 

775258 

74.6636 

746106 

787565 

811974 


830350 

Gujarat 

.13.1.6.67 

.325210 

328449 

326297 

384004 


362865 

Tamil Nadu 

,144925 

359179 

381666 

384389 

416328 


440502 

Andhra Pradesh 

21.6.108 

223022 

224676 

234457 

262751 


255190 

Karnataka 

163456 

16713.1 

171098 

I7SI98 

188448 


195407 

UP 

295538 

281351 

267035 

274661 

27.6674 


3166.69 

Bihar 

209213 

210544 

213573 

219290 

219799 


2318.16 

Source- ASI, various years. 








Table 11 ; 

Industrial Disputes in West Bengal, 1967-1970 




1967 

1968 


1969 


1970 

.Stoppages 


4.18 

417 


894 


806 

Workers involved 

165102 

2634.60 

670277 


454094 

Mondays lost 

501.6852 

6722.648 

9381086 

9425300 

Source. Economic Review, Government of West Bengal, 

various issues. 




Table 12; Industrial Licences Granted to Different States 




1970 

1971 1972 

197.1 

1974 

1975 1976 

1977 

Maharashtra 

112 

162 131 

171 

265 

2.65 143 

1.60 

West Bengal 

46 

81 54 

41 

107 

74 

56 

40 

Gu)arat 

39 

66 57 

75 

89 

97 

83 

60 

Tamil Nadu 

16 

51 36 

6.1 

99 

141 

61 

32 

Andhra Pradesh 

13 

37 30 

29 

61 

61 

51 

27 

Karnataka 

17 

22 38 

46 

66 

64 

43 

45 

Uttar Pradesh 

26 

48 48 

60 

116 

72 

55 

41 

Bihar 

22 

24 18 

9 

24 

15 

17 

16 

Source: As in Table 11 


TABIX l-t: CLA.SSIF1CAT10N OF INDISTRIAL UCENCES GRANTED TO WEST BENGAI 



1971 

1972 

1973 

1974 

1975 

1976 

1977 

New Units 

5 

II 

3 

26 

12 

14 

9 

Substantial 

16* 

25* 

II 

20 

23 

7 

6 


* includes carry on business (COB). 
Simrce: As in Table 11. 


Table 14; Employment and Value Added in Manufacturing Industries 
(Census Sector) 1970-71 and 1977-78 



Employment 

Value Added (Rs Lakh ) 

1970-71 

1977-78 

1970-71 

1977-78 

West Bengal 

74902.6(17.6) 

844601(1.6) 

39567(13.8) 

87484(12.15) 

Maharashtra 

8303.60(19.5) 

1000948(17.8) 

77165(26.8) 

179441(24.93) 

Gujarat 

.362865( 8.3) 

467922( 8..3) 

23994( 8.3) 

722.66(10.04) 

Andhra Pradesh 

255I90( 6.0) 

398762(7.1) 

I0766( 3.7) 

34220( 4.75) 

Tamil Nadu 

440.602(10.4) 

537029( 9.5) 

26960( 9.4) 

72624(10.09) 

Uttar Pradesh 

316659(7.4) 

.660761(10.0) 

I8790( 6.5) 

4.69I0( 6.38) 

Bihar 

23I836( 5.5) 

33i06( 5.9) 

I6682( .6.8) 

.37I82( 5.16) 

Karnataka 

I95047( 4.6) 

28326l( 5.0) 

Ib715( 5.8) 

3.649.6( 4.93) 

India 

4256523 

5629009 

287821 

719919 


Source: ASI, Summary Results, lelevaai yean. 
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respectively. The study is based cm the 
census sector of the Annual Survey of 
Industries for the first two periods and in 
the last period (1977-87) the entire factory 
sector is covered. The analysis is carried 
out at the three digit level for the period 
1965-66 to 1970-71 and at the two digit 
level for the othertwo periods.* The results 
of the analysis are not significantly affected 
hy the level of aggregation. 

The results of the component ol change 
analysis for the three periods are shown 
in Annexurcs I. U and m In Table 18 the 
.states have been categorised according to 
Boudevillc's eight told classification of 
regional types. 

It is seen immediately that West Bengal 
fared the worst of all states Consistently 
for the three periods of the study, its 
structural component was negative (i e. it 
was saddled with di.sproportionatcly large 
share ol nationally slow growing indus¬ 
tries)^ and Its differential component was 
also negative tor all the three pericxls and 
greater than the negative structural com¬ 
ponent This implied that the state had 
predominantly industries which registered 
lower growth rates than their national 
counterparts The industries in the state 
also lacked competitive edge (the com¬ 
petitive component was negative in all 
the three periods) The slate was thus a 
stagnant region indirstrially. It also lacked 
locational advantage as indicated hy nega¬ 
tive allocative component '‘’ini 965-66 to 
1970-71 and 1977-78 to 1987-88 periods. 
In 1970-71 to 1977-78 period only, its 
allocative component was positive We 
shall comment on this later. 

The details of the component of change 
analysis for the other states can he seen 
fmm Annexurcs I. II and III. 

VII 

West Bengal’s Performance: 

An Explanation 

It is obvious that We.st Bengal never 
recovered from the industrial recession 
and the related political turmoil of the late 
1960s. Dataon licences show that indu.strial 
investment in the state was very sluggish 
in the 1970s and 1980s. This is also indica¬ 
ted by data on siuiewi.se fixed capital per 
employee in the factory sector fT^le 19). 
West Bengal hud the lowest fixed capital 
per employee in 1977-78 among the eight 
.states. In 1987-88. West Bengal in terms 
of fixed capital per employee was ranked 
seventh. 

In addition to a low level of capital 
formation West Bengal also experienced 
a sharp decline in employment during this 
period. It must be emphasised that the case 
of an initially indu.strialised region slowly 


losing its importance is not itidieatd of. 
The widespr^ acceptance of Myidal’s 
concept of ’cumulative cmisation’ has led 
to the belief that developed regions 
would always continue to grow at the 
expense of the poor regions. However, 
there arc a number of cases where exactly 
the opposite had happened. The classic 
case is that of North East England 
[Massey 1984: 88-9] and Wallonia in 
Belgium [Carney 1980: 41-4].** 

The legacy of foreign conurol of inve.st- 
ment in industry, mines and plantations 
in West Bengal did not help the state. As 
late as 1966-67, data on companies regi¬ 
stered elsewhere than India but working 
in India, showed that West Bengal had 
288 such companies, against 181 such 
companies in Maharashtra, the other states 
had sprinkling of such companies [GOI 
1972: 194]. When British capital moved. 


moat itt hohfini^ Ih Ikiigid 

transferred to marwaiis who had IiKha> 
wide ambitions and interests. Thus, capital 
in West Bengal was cimtrolled either by 
foreigners or by Indians with roots outside 
the stale. This ‘external’ control of capital 
however exists not in West Bengal alone. 
In Maharashtra also most business 
according to Kamat (1980: 1629) was in 
the hands of non-Marathis, either migrants 
from Gujarat or north Rajasthan. The 
effects of ’external' control on a region’s 
industrial structure cannot be generalised. 
It is specific to a region and the existing 
milieu. 

However, in the case of West Bengal 
most of the external businessmen accumu¬ 
lated capital from within the state and in 
the import substitution policy phase, in¬ 
vested that capital inother states or outside 
India. This geographical diversification 


Tabu I*; Numbiroi- Indi i.stri al I, kwes Or anted to Dhtereot States (1977-87) 


.St,lies 

I977 

1978 

1979 

1980 

1981 

1982 

198.1 

1984 

1985 

1986 

1987 

West Bengal 

40 

21 

.10 

21 

14 

27 

71 

91 

51 

21 

25 

Maharashtra 

105 

101 

III 

107 

114 

95 

171 

1.14'- 

134 

96 

86 

(lUfaiat 

60 

46 

48 

85 

79 

69 

115 

82 

69 

86 

49 

Andhia Pradesh 

27 

17 

17 

42 

19 

26 

6.1 

45 

70 

40 

18 

Tamil Nadu 

12 

28 

26 

17 

30 

41 

76 

85 

177 

61 

41 

Karnataka 

45 

26 

24 

40 

25 

14 

65 

49 

69 

42 

45 

L'ttar Prade.sh 

41 

26 

13 

10 

24 

22 

98 

80 

79 

69 

40 

Bihar 

16 

12 

1 

4 

10 

9 

29 

26 

20 

9 

9 

Souice Asm Table 11 














TABIX 16 CtASSint ATION 






1977 

1978 1979 1980 1981 

1982 

198.1 

1984 

1985 

1986 

1987 

New unit.s 9 

4 

6 

5 

6 

7 

7 

5 

4 


2 

5 

Subslanlial 












Expansion 6 

1 

4 

4 

6 

4 

4 

8 

5 


4 

3 


Snune Ail in Table 11 


TaBIT 17 EMI>IOYMiNTANDVAIULAnDI-D(VA)lNUll-T1.J(fcNT STATES, 1977-78 AND 1987 88 

1977-78 1977-78 1987-88 

(Census Sector) (Factofy Sector) (Factory Sector) 

Employment EmpToymeni Employment 

VA (Rs lakh) VA (Rs lakh) VA (Rs lakh) 


West Bengal 

844601 

87484 

934582 

94220 

7346.14 

252380 


(15) 

(122) 

(13.2) 

(M.6) 

(9.4) 

(8.9) 

Maharashtra 

1000948 

179441 

1242630 

20.1027 

1221285 

6245)5 


(17 8) 

(25) 

(17.5) 

(25) 

(15.7) 

(22) 

fiujarat 

467922 

722.56 

6.16635 

8.1160 

671685 

285885 


(81) 

(10) 

(9) 

(10.2) 

(8 6) 

(10) 

Andhra Pradesh 

.198762 

.14220 

589449 

19695 

712862 

124.50.1 


(71) 

(4.6) 

(8.3) 

(4.9) 

(9.2) 

(4,4) 

Karnataka 

283261 

3-5495 

.160.194 

39534 

.187979 

1.14.121 


(-5) 

(4.9) 

(.5.1) 

(4.9) 

(5) 

(4.7) 

Tamil Nadu 

517029 

72624 

703266 

80165 

885826 

28209.1 


(9.5) 

(lO.I) 

(9.9) 

(9.9) 

(114) 

(10) 

Uttar Prade.sh 

560761 

4.5910 

684983 

51915 

75264 

257625 


(10) 

(6.4) 

(9.7) 

(6.4) 

(9.7) 

(9.1) 

Bihar 

.11.1106 

.17182 

372783 

39494 

386635 

190874 


(5.9) 

(5.2) 

(5.3) 

(4.9) 

(5) 

(6.7) 

India 

5629009 

719919 

7093.182 

812594 

7785580 

2833360 


Note Figures in brackets arc percentages of the sli-india totals. 
Source: ASI, relevant years. 
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also iMttkBned iiiter>liKhlui{Qr; 
within West Bengal. A lo^tonwise 
breakdown of applications for licences 
by the Birlas (with their nuyor control 
base in West Bengal) during the period 
1956-66 [Hazari 1970: 74-87) showed 
that of the total 601 Birla applications for 
licences, 178 were for West Bengal, 103 
were for Maharashtra, 25 for Gujarat, 42 
for Uttar Pradesh. 33 for Bihar and the rest 
tor other states. However, the figure for 
West Bengal might not indicate the actual 
investment intentions as Hazari (1970: 

I.) found out that the Birlas only imple¬ 
mented about half ot the licences received. 
Ihe least that can be said from the above 
data IS that the Birlas were not regionally 
loyal to West Bengal. 

Coming back to the pre-1965 era. the 
location procli vitiesof capital had a bearing 
on West Bengal's industrial fortunes. The 
introduction of freight equalisation for 
steel in the mid-19S0s had made new 
locations for engineering indu.stnes. at a 
(hstance Irom steel plants, viable Damette 
(1980: 84) had observed this elsewhere, 
though in adifterent context and has stated 
that the state often reduces the cost of new 
locations lor entrepreneurs. The culmina¬ 
tion of this policy measure, as noted earlier, 
was the growth of engineering industry 
outside West Bengal. Moreover, as dis¬ 
cussed earlier, the recession of 1966-6? 
affected most severely the engineering 
industry in West Bengal which was still 
dominated by old units, while other states 
could absorb the impact of recession 
without great damage to their indu.strial 
structure. The large-.scaie retrenchment 
during the recession in West Bengal resul¬ 
ted in severe labour agitation. Together 
with thi.s, the general political unre.st fol¬ 
lowing a .steep nse in food prices created 
a situation in which very little industrial 
investment took place in the .state between 
1965 and 1970. 

The period between mid-1960s and the 
late 1960s witnessed not only normal 
labour/capital conflicts incidental to 
cyclical industrial recession but also 
general economic crisis leading to changes 
in the all-India industrial structure. More¬ 
over, the working class parties in the state 
were making a strong bid for political 
power, thus the workers’ struggle for 
safeguarding their living standards and 
their jobs was embroiled in the wider 
political struggle of the period. The oppo¬ 
sition parties achieved political power 
twice in (he late 1960sonly tobedislodged. 

It is this advent of the leftist with their 
clear pro-worker bias ratho’ than mere 
workers' agitation that alarmed capital. 
Different employers’ association in West 


Bengal dwhif thU {Mrlod rppeatadly 
com^atoed of what th^ termed intnukm 
of politics in labour reltdionship. It was, 
therefore, not surprising that in West 
Bengal in the late 1960s a number of units 
actually moved out of the state. T^ situa¬ 
tion of capital moving out of a region 
because of strong workingclass movement 
or political reasons has occurred frequoitly 
in different countries as Massey (1984: 
42.57)hasshowa'^Theaversionofcapital 
to strong trade unions is not only because 
trade union actions lead to higher wages 
and that otherextemalities of trade unions 
like restricting managements options, sloth 
in the labour force, etc. indirectly affect 
profitability, but also and more importantly 
because capital prefers absolute control 
over labour [Kalecki 1972:424]. An argu¬ 
ment that has considerable adherents is 
that investments are not affected by labour 
trouble, the protagonists point to the case 
of Maharashtra where the numberof indus¬ 
trial disputes has been consistently higher 
than that in West Bengal. Baneijce (1983: 
337-40) for instance makes out a case 
along these lines. But Banerjee misses out 
on the main issue. As stated earlier, 
industrialists are willing and even able to 
cope with 'normal' labourdisputesaslong 
as the state authorities are investorfriendly 
hut when organised labourbids for politick 
power it becomes a different issue. And 
it is this difference between Maharashtra 
and West Bengal which is crucial. Further¬ 
more, as Kamat(opcit: 1675) states, Maha¬ 
rashtrian leaders like Y B Chavan had 
repeatedly assured the non-Marathi 
businessmen (who dominate industry in 
Maharashtra) that their interests would be 
fully safeguarded. However, it must be 
stated the strong labour unions have also 
iffected Maharashstra adversely, the 
growth of Gujarat is perhaps related to the 
diversion of industrial investment from 
Maharashtra. Moreover, industry had tried 
to by-pass the strong unions concentrated 
In tire Mumbai-Thane region by promoting 
industries in thedistrictsofMaharashstra.'^ 
But Maharashtra provides such over¬ 
whelming advantages to industries, special¬ 
ly, the benefits accruing from aggregation 
of a huge industrial structure, that the 
negative impact of labour unions and the 
adverse effectsofotherlocalfactorsfwhich 
led to Maharashtra having negative 
allocative component consistently over the 
1965-87 period are neutranised to some 
extent by these benefits. 

The crucial factor in West Bengal’s 
decline was thus, the lack of industrial 
Investments to modernise existing indus¬ 
tries andnodevelopmentof new industries. 
This resulted in West Bengal losing its 


’ ' • * ^ i 

export compeUtiveoesa to other letiortt ’ 
beonise ot high cost ot production. A^, 
this further narrowed the field for eoh ■ 
ployment for capital and labour and ted 
to die phenomenon of capital and labour 
moving out of the state. 

The 1970$ began with the restoration of 
the state government in the hands of the 
Congress party that also ruled at the centre. 

It was seen that actual investments in this 
period increased to an extent but not to 
the level of the pre-l96S era. It was noted 
earlier that the share of West Bengal in 
the total disbursements of all-India finan¬ 
cial imititutions was over 8 per cent in this 
period, agaiast the figure of around 5 per 
cent in the period 1977-87 The invesUM'- 
friendly state government restored to an 
extent investors confidence and with the 
same party in power at the centre, the flow 
of resources through the All India Financial 
Institutions picked up though not 
significantly. 

The component of change analysis 
showed that We.st Bengal achieved a 
positive allocative component only in this 
period (1970-77). The main reason for this 
was that auempts at restoring politick 
stability finally succeeded during the 
emergency of 1976 and with an investor- 
friendly state government, units lying 
closed during the turbulent late 1960s 
started reopening. In the textile industry 
(jute and cotton) for instance, employment 
increased by about 53,000 mainly through 
the opening up of closed units as new 
textile units were hardly set up in this 
period. The state government, for instance. 


Table 18; Regional Tyfe (Rank) 



i96.S-66 

lo 

1970-71 

1970-71 

10 

1977-78 

1977-78 

to 

1987-88 

Wesi Bengal 

8 

8 

8 

Maharashira 

7 

7 

6 

Gujarat 

4 

S 

5 

Andhra Pradesh 2 

1 

2 

Utiar Pradesh 

6 

2 

4 

Bihar 

3 

4 

6 

Karnataka 

2 

2 

6 

Tamil Nadu 

2 

6 

2 


Table 19. Fixed Capital Per Employee in the 
FactokySectok, 1977-78 and 1987-88 


nxed Capital per Employee (Rs) 


1977-78 

1987-88 

West Bengal 

14891 

69077 

Maharashtra 

24086 

99716 

Oujarai 

26863 

IIS042 

Tamil Nadu 

20.324 

7.3641 

Utur Pradesh 

33113 

114072 

Bihar 

60791 

1.34324 

Karnataka 

23103 

79.302 

Andhra Pradesh 

17462 

63328 


Source: ASI, relevanl yeais 
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could pentuade the central government to 
take over the sick giant engineering units 
like Jessop, Bum. Braithwaite and a 
numberof other companies. And one might 
recollect that these units became sick 
because of lack of orders from the central 
government (railways). While lhe.se 
takeovers prevented considerable lo.ss ot 
employment it was no substitute for invest¬ 
ment in large-scale central public sector 
units in the state. 

The question is why did not public and 
private investment in the state increase 
appreciably in the 1970-1977 period ? The 
same political party was in power at the 
centre and the state. The working class 
after the turbulence ol the late I96()s was 
relatively subdued. The state government 
on its part in trying to neutralise the 
influence ol the marxi.sts. was desperately 
.seeking new in ve.stment.s. Thus the ground 
conditions were better than in the late 
1960s for industrial investment. Aginst 
this background, an obvious rea.sun forthc 
lack ol sulficienl investment was that 
capital still did not feel sale as the trade 
unions were still there*'* and lurthcrmore 
other states provided ‘safer' and more 
prontable investment opportunities. But 
what is perhaps mote crucial is that West 
Bengal's ruling party did not have 
sufficient influence with the central leaders 
of the party to persuade them to alliKatc 
investible resources to the state either 
through the diversion of private capital 
through the licensing sy.stem or by 
invc.stmcnl in the public .sector. As Ba.s.sund 
(1981:241 -2.S0) has pointed out that when 
the regional power structure is amorphous, 
lacking in cohesion, as was the case in 
West Bengal with the leftists andCongress 
involved m a struggle lor supremacy, the 
national power structure has no problem 
in ignoring the claims ol the region. 

In 1977 there were important political 
changes. A new party came to powei at 
the centre and the leftists came to power 
inthe state. Afierabrief interlude, apower- 
ful Congress government came to power 
atthecentre in 1980 And the relationship 
between the regional and national power 
stmeture became conllictual. It mu.st be 
emphasised that pul itical I actors arc crucial 
in regional policy-making as Gtasson 
(1978: 120) puts it, there is a need to 
manipulate political space as well as eco¬ 
nomic space to generate regional growth 
in areas lying at a di.stancc from the political 
centre. 

The re.sult oflhc conflictual relationship 
between the .state and the centre dunng 
this period and the lack of political influ¬ 
ence of the slate authorities at the centre 
is best manifested by the Haldia Petro- 


Chetmcal Cemiplex 'lAe project 

conceived by the previous government 
was taken up in earnest by the Left Front 
government when it came to power in 
1977. On one pretext or the other, permis¬ 
sion for the project was not granted for 
12 years. It was only before the elections 
of 1989 that permission for the project was 
given by the centre more as an election 
bait rather than on the sudden realisation 
of the economic justificationof the project. 

Though the labour situation in the state 
was stable during 1977-87 period there 
was no appreciable private investment in 
the .state. The tardy investment in the state 
during this period could be ascribed to two 
reasons: (1) reluctance of capital to invest 
in a state with strong unions bheked by 
a leftist govenpimenl;and (2) aho.stilecentral 
government which did not encourage 
private investment in the stale through the 
working of the licensing system or other 
promotional methexfs. 

In 1989. the Congress was defeated in 
the elections and a minoniy government 
was formed at the centre. The central 
government was dependent on the leftist 
forits survival. Overnight the state received 
a large number of indu.strial investment 
proposals. In 1990. investment projects 
worth Rs 230.19 crorc were implemented 
against actual investment of Rs 136.54 
crorc in 1989 and Rs 73.4 crore in 1988. 
However, this government was soon re¬ 
placed at the beginning of the 1990s by 
a Congress government and again the 
relation between the state and the centre 
became conflictual. 

Another facet of the industrial situation 
ill the state was that as the traditional 
industries in the stale, jute, cotton and 
engineering industries were declining in 
the 1980s and workers were losing jobs. 
As alternative job prospects were bleak, 
in a numberof industries, specially in jute 
and cotton industries, unions had agreed 
to terms of settlements in the 1980s which 
III the past would have been unthinkable. 
Thus, the industrial decline of West 
Bengal has made the working force 
‘vulnerable’ to an extent. A vulnerable 
work force, a term coined by Doreen 
Ma.ssey (op cit: 86). emerges in areas 
where existing industries are dying, as a 
result, a large segment of work force are 
cither laid-off or retrenched and there are 
no altemativcemployment opportunities. 

The situation in West Bengal had not 
reached such an extreme stage by the late 
1980s specially because a pro-worker 
government was in power. But unless there 
was a large-scale renewal of industrial 
inve.stment in the state, the coli«;tive bar¬ 
gaining strength of the workers would 


havefhidier«reidgNiedatiodreiwm 
in the state conkl have become truly 
‘vulnerable’. A ‘vulnerable’ worir force, 
however, creates favourable ground con- 
ditirm for renewed capital accumulation. 
The situation in the state was not unknown 
to large investors. Hie position in the state 
was exactly the opposite to the problem 
of controlling labour faced in a capitalist 
economy when it approaches full employ¬ 
ment as discussed by Kalecki (op cit :424). 
Thus the very fact - lack of investments 
- which had led to the decline in industrial 
employment in the state, had created the 
ground<onditions propitious forindustrial 
resurgence. , 

In the early I99()s, two fundamental 
policy decisions of the central government 
were decisive for the industrialisation 
process in the state. The first was the 
almost total abolition of the licensing 
system and second the partial abrogation 
of the freight equalisation policy for steel. 
The first removed to a large extent the 
political leverage enjoyed by the central 
government for allocating private industrial 
investment over different .states. And the 
abolition of freight equali-sation for .steel 
reasserted the locatiohal advantage of 
ea.stem India. 

The state government quickly realised 
that with delicensing, industrial invest¬ 
ments will flow into the states which 
provide higher profitability. It announced 
a new industrial incentive .scheme in 1993 
and in September 1994, it also announced 
a new indu.strial policy which reiterated 
the government’s positive attituite towards 
private industrial investment and implicity 
indicated the government's pragmatic 
apf^oach to the capital-labour relationship. 
While in the past the stale government had 
mainly approachedthecentral government 
for allocating industrial investment to the 
.state through the licercsing system, in the 
liberalised era of the 1990s, the state 
government directly approached the 
industrial investors to persuade them to 
invest in the state. The investors, as already 
stated, were aware of the ground condition 
in the state, and this direct communication 
removed to a large extent any remaining 
misgivings that investors might have had 
in investing in a Marxi.st-{uied state. 
Another favourable factor for indus¬ 
trialisation in the state was that between 
1983-84 and 1993-94 the state achieved 
an annual growth rate of 5.7 per cent in 
foodgrains production, which was highest 
among the states in India. 

The above factors have led to a significant 
increase in industrial investment in the 
state. Between 1991 and December 1996 
the state received 1,406 approvals for 
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mdiMfiftl invfatiitbnt«neiiiii#aii invest- 
nien(ofKs3I.S26.62crofie Mfflvover.tte 
share of West Bengal in total approvds 
torioreigndirectinvestmentinthecountry 
between August 1991 and March 1995. 
was 11 69 percent, with only Maharashtra 
having a large share The actual imple¬ 
mentation of projects has also picked up 
In 1996, for instance, pn>iects involving 
an investment ot Rs 1 458 crore were 
either being implemented or were in the 
process ot being implemented After the 
new industnal policy was announced by 
the state government in 1994, between, 
November 1994 and January 31, 1997 
Shilpa Bandhu, the 'single window' agency 
operating in the state, handled 909 
investment proposals of which 857 were 
tor new units and 52 tor expansion ot 
existing units, with total capital outlay of 
Rs 23,554 crore 

Thusatterovertwodecadesol industnal 
stagnation and decline, from the early 
1990s there are signs ot industnal revival 


inWestBdegd However if diik revival 
istobesustai^capitalniustbecoiivinced 
that a stable labour situation over the 
medium to long toms can best be ensured 
under a Marxist government And this 
might not be impossible given the stable 
labour relations as indicated by decline in 
the sinking activity of trade unions in 
countnes such as Sweden, Norway, 
Netherlands and Denmark which had leftist 
social democratic parties in power over a 
long penod, Cameron (1984 146-47) 
Such 'reconciling' trends are already 
discemable in West Bengal where state 
mediated industry wtite wages settlements 
in all the major industnes have reduced 
unit or shop floor fnctions significantly 

Notes 

I Apart from indusainal licences WeslBei^al s 
share ofe tedil sanctioned by alllndia financ lal 
institutions was also significant Fur instance 
as of June 1966 West Bengal s share of credit 
sanctioned by Industnal Finance Corporation 
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Actual 

National 

Struetural 

( umpeiitivc 

Ailoeaiivc 

Dilfcrcntial Regional 

Slate 

C hange Component Ckunponent Component Component Component 

Type 

(1) 

(2) 

(3) 

(4) 

(3) 

(6) 

(3+6) 


WestBengal 

( )l 17863 

66319 

( >21881 

( >139396 

( ) 2907 

( >162303 

I8> 

Maharashtra 

(+)33()92 

39488 

( )3289 

18143 

( ) 19230 

( >1107 

(7> 

Gu|arat 

(+)29308 

23393 

( )l648/» 

32494 

( >32301 

201293 

(4> 

Andhra Pradesh (-f) 39882 

16321 

3407 

73917 

()33963 

19934 

(2> 

Uttar Pradesh 

21121 

22678 

13739 

13483 

( >28799 

( >13316 

(6) 

Bihar 

22623 

16030 

12883 

( )2I837 

13363 

( >6292 

(3> 

Karnataka 

31942 

12342 

3301 

142303 

( >126207 

16099 

(2) 

Tamil Nadu 

93577 

26467 

12670 

73204 

( >18731 

36440 

(2) 
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Actual 

National 

Structural 

Cuiigieimve 

Allocative 

Differential Regional 

Slate 

Change Component Component 

Component Component 

Omxxmeni 

Type 

(1) 

(2) 

(3) 

(4) 

t3) 

(6) 

(3+6) 


West Bengal 

93376 

241318 

( >72140 

( >103879 

30077 

(->73802 

8 

Maharashtra 

170398 

267741 

( >62483 

37847 

( >72303 

( >34638 

7 

Guirat 

103037 

117003 

( >13747 

13692 

(•> 9891 

3801 

3 

Andhra Piadesh 

143372 

82284 

48673 

72312 

( >39909 

12613 

1 

Karnataka 

87834 

63(X)8 

773 

38183 

( >14114 

24071 

2 

Tamil Nadu 

96327 

142037 

3474 

( >28064 

(->20920 

( >48984 

6 

Uttar Pradesh 

244102 

102104 

38302 

136336 

( >33041 

1034% 

2 

Bihar 

101270 

74734 

( >3346 

II9I3 

(->31 

31862 

4 
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Actual 

National 

Structural 

Compeiiiive Allocaove 

Diffeienlial Regional 

Stale 

Change Component (Component 

Component Component 

Cbmponeni 

Type 

(l> 

(2) 

(3) 

(4) 

(3> 

(6) 

(3+6) 


West Bengal 

(->200214 

91226 

( >33161 

(->216920 

( 121339 

(->238279 

8 

Maharashtra 

0 21343 

121260 

3297 

227988 

1 >173890 

(>143902 

6 

Gujarat 

34889 

62141 

(->39079 

74603 

(->62776 

11827 

5 

Tamtl Nadu 

182560 

68627 

6921 

103291 

3720 

107012 

2 

Andhra Pradesh 

12.3413 

57321 

4019 

167240 

(-)l(»366 

61873 

2 

Karnohdea 

27585 

33169 

5742 

(->4172 

(•>9154 

(-> 13326 

6 

Uttar Pradesh 

67639 

66843 

(->14456 

78632 

(->63380 

13272 

4 

Bihar 

I38S2 

36378 

40158 

023351 

(->39332 

C-> 62683 

6 


of India, was 12 per cent, and that of 
Maharashtra 18 percent SeeRgportt^Survty 
Committeettn Enguieenrig Indutiry, Govern¬ 
ment of West Bengd (1970 Table i,pll8) 

2 Thecensusseciorconsistsotunitswithpower 
employing SO or more workers and units 
widioutpowereroploying lOOorraoie woiken 
Factory sector covers units employing 10 « 
more workers 

3 For instance the Ettmiimu Suney /9M-69, 
reported that gross capital formation (at cur¬ 
rent pnees) financed out ot the budgetary 
resources of the cenirat govemmeiu increased 
by more than 20 per cent dunng l962-63and 
n^y 30 per cent m 1963 64 but budget 
estimates for 1967 68 showed an absolute 
fall of 8 per cent 

4 The coses of mass retrenchment hod become 
sorompimtihai Bengal Chamber ofCommeice 
Annual Report tor 1968 stated that a tnpaitite 
committee hod been set up to evolve a machi¬ 
nery to asses cases of mass retrenchment and 
mass layoffs See Reptiri iif the Ciunmittee ttf 
Bengal ChambenttfConuneneand Industry 
1968, p 92 

3 Indigenous capital here is defined ns copilrd 
which IS native to the state having no business 
interests outside the state 

6 The approach here is that ot Bishop and 
Simpson (1972) 

7 Bitud\ ille Regumal f)/ m>s 

Regional type I Both Industry Structural 
C ompunent (ISC) and Diffeiential Component 
(DC) are positive but ISC is greater than DC 
Regional type 2 Both ISC and DC ate positive 
but ISC IS less than DC 
Regional type 3 Positive ISC outweighs 
negative DC 

Regional type 4 Positive DC outweighs 
negative ISC 

Regional type S Posiuve DC outweighed by 
negative ISC 

Regional type 6 Positive ISC outweigjied by 
negative DC 

Regional type 7 Both ISC and DC negative, 
but negative ISC is greater than negauve DC 
Regional type 8 Both ISC and DC negative 
ISC IS less tb,m negative DC 
Regions I to 4 are those growing faster than 
average while regions S to 8 are growing more 
slowly In region S the slow growth is due 
to unfavourable industry mix while in region 
6 slow growth IS due to other disadvantageous 
factors which cause growth to he slower than 
what the initial industnal structure would 
have suggested Thus in region 3 for accele- 
rated growth one needs to inject high growth 
industnes to compensate for their above 
average share of static and declining indus- 
Ines And in Region 6 the requirement is for 
general improvement of infrastructure (opcit 
p 309) 

8 'niemdustiialcodesforl977 78weiediffeient 
from that in 19/0-71 li was easier at the two 
digit level to reconcile the two sets of codes 
The codes for this penod are 1970 codes as 
1970 was the hose year 

9 Dispropoihonaiely large shore means 


isposmve.smce(E/N)nogivisihehypoiheucal 
estimate of the em|doyment in ihe indusiry 
if regional employment stnicture was itie same 
as the national employmeni structure and if 
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> (E/N) no, il means the tegion has moi« 
of the industry than what the national 
industrial structure dictates. If C)) > (E/N) nn 
and n, > N„ the structural component is 
positive, i e. the region has disproportionately 
larger share of nationally fast growing 
industries. If e,.-E/n„ is positive, the structural 
com|xincnt can he negative if (n^ - N„) is 
negative, that is the region has greater .snare 
of nationally slow growing industries Again 
if e„ --(E/N) n,, i.s negative, it implie.s the region 
has disproportionately smaller share of the 
industry relative to what the national structure 
dictates and if (n„ - N,) is negative, that i.s 
if n, < N^' the structural component is positive, 
implying the region has smaller share of 
nationally slow growing industries 

10 The allocative component is given by 
d (e,„ - (E/N) n„ (e^ - n^). If e., > (E/N) 
n,, then the industry in the slate has greater 
employment than what it would have been if 
the slate had Ihe same industrial siniclurc us 
(he nation Now if (e^ - n^,)>o il implies that 
the industry in the stale or region has higher 
growth rale than its national counter-part 
Now if both of these are positive, their product 
will he positive. Thai is an industry has 
dispniportionalely larger presence in a slate 
or region than what the national industrial 
structure dictates and also has higher growth 
laie than its national counter-part. To pul il 
dilfeiently a region which has higher allocation 
of a iKirticular industry and is registenng 
higher than ilw industry's national growth 
rate, (he share ol the industry in the region 
will increase in the nest penod. 

Tile allocative component differs from the 
competitive component in (hat in the case of 
compentivc c(>m|»nent. the influence of ihe 
regional oi slate industrial structure is 
completely iH.‘u(rali.scd, it means lhat if (he 
stale had the same structure as the nation what 
would he Ihe industry-wi.se comparative 
growth rate of the state and nation. Thus if 
e^ > n„ Il implies that the industry in the state 
IS competitive 

11 Carney! l‘)8().4l -44)citcstheca.seofBelgium 
where Wallonia was industrially much more 
advanced than Flanders, but after the loss of 
the colonics m l‘/^8. recession affected the 
existing old industries. The central government 
initiated a policy of setting up new indu.stries 
by measures which were detrimental to the 
workers. The Wallonian workers under 
socialist unions put up fierce resistance to 
these measures and demanded federal 
structure. However, the Flemish workers did 
nut respond to the call of ihe Wallonian 
workers. In the meantime new industries were 
set up in Flanders with the help of politically 
conservative workers and in lime Flanders 
overtook Wallonia 

12 Massey (1084 57) has observed that given 
capital's ability lu move across geographical 
boundaries, nine and again through the 
hisloriial development of industry, whole 
sectors have shifted location lu escape a well 
organised workloree. thereby lowering labour 
C0.SIS arul re-establishing Ihe controlling power 
of capital over labour, tlie movement of hosiery 
industry in (he UK from London to ihe 
Midlands in the eighteenth century and of the 
textile industry m (he US from New England 
to the South are just two of the better ki’own 
examples. 


1.1 As Massey (op cit: S4) has noted spatial 
dispersal is oftm attractive to a company for 
it is easier to ensure lack of militancy in an 
isolated area. 

14 The Congress Party was (tying desperately to 
increase its influence in the trade union 
movement during this period. Thus while 
administrative measures were taken to disrupt 
leftist trade unions. Congress led unions often 
took agitational approach to further their 
influence. Thus, the labour situation in the 
state was not wholly tranquil. 

I .S Massey (op cit; 86-87) cites the case of north 
east England and Scotland where because old 
industries had declined thoe was rampant 
unemployment and job prospects were bleak, 
the trade unions had lost their influence and 
as Massey puts it Ihe work force was 'vulner¬ 
able' . In this situation a number of units were 
set up in these areas which paid lower than 
prevailing wages and expected the workers 
to be mure amenable lo managerial per¬ 
suasion 

16 Partial in the sease that freight charges for 
steel have to be paid for the first 1,2(X) km 
or .so, for distance slabs above (his, no extra 
freight charges are required 
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Pattern of Industrial Grovvth in West Bengal 
during Last IVo Decades 

Some Policy Suggestions 

Ajitava Raychaudhuii 
Biswi^it Chatterjee 


In the last two decades. West Bengal had a .slow rate of industrialisation but witnessed a relative growth 
of small and informal industries. This growth of small industries began largely as an ancillarisation operation 
of large and medium industries. However, the ancillarisation and the small and informal based industrialisation 
proved productive for industries which grew depending on government orders, but was counterproductive 
for expansion of consumer goods industries facing market competition and risk. This feature can be explained 
in terms of ri.sk perception of producers which is conditional upon uncertainties attached to future net returns 
of investment. The responsibility jor reversing this situation lies with the government - its commitments 
as well as on the innovative management practices of entrepreneurs. 


I 

Introduction 

IN a less developed economy, industna- 
lisation IS synonymous with economic 
development and one way to boost up 
industrial activity is public sector invest¬ 
ment m capital gtxids and largoscale manu- 
facturing sector. The much quoted 
Mahalanobis strategy had the same 
message forlndia'sindustnalisation. Wpst 
Bengal's i ndustnal development also benc- 
tiled to a large extent from the public 
sector investment in the decades of l9S0s 
and early 1960s Although laige-scalc 
public sector investment gave a fillip to 
industrial development in West Bengal, 
the decline of the same from the mid- 
1960s led to a big slump and sickness of 
industnes all around. One problem led to 
another - labour unemployment led to the 
politics ol ghcrao, while the latter led to 
flight of capital to other states. The present 
paper will try not to get entangled in 
polemics and debates with political eco¬ 
nomy overtones, but will rather endea¬ 
vour to underline two possible trends of 
industnal development in West Bengal. 
Both these trends, incidentally, have 
mutually overlapping segments, but, with 
some important differences. In the current 
context of the globali.sation drive of the 
Indian economy, this difference may 
assume a crucial role as far as government 
policies and management strategies are 
concerned. 

The paperisorganised in several .sections. 
Section 1 provides a bird’s eyeview of the 
pattern of industrial development in West 
Bengal, with occasional comparisons with 
the all-India picture as and when neces.sary 
and feasible. In Section II. we will propore 
anddiscuss our main hypotheses regarding 
the two types of industrial development 


III the state. In Section III, we will put 
forward implications of these develop¬ 
ments on the policy planners and owners 
of industnes in the state. 

II 

Industrial Growth in West Bengal 
and Intlia 

If one chooses to compare the growth 
performance of West Bengal with that 
of the Indian economy as a whole, then 
this state lags far behind India as a whole 
in terms of a number of indicators: (a) its 
percapitaSOPat constant! 1980-81 >prices 
falls below the per capita GDP of India 
consistently over the last three decades; 

(b) the rate of growth of GDP in India 
(4 17 per cent) exceeds the rate of growth 
of SDP of West Bengal (3.24 per cent) 
dunng the penod from 197(1-71 to 1989-90; 

(c) the share of the value added in the 
industrial sector in West Bengal to that of 
India as a whole is below 10 per cent and 
showsaconsistentdecline.sincc I970s;and 

(d) the trend rate of growth of industnal 
production as a whole during 1980-81 to 
1995-96 for West Bengal lags far behind 
the corresponding rate forlndiaas a whole. 
The table gives the comparative estimates 
of the index of industrial production in 
India and West Bengal. Thus in terms of 
selected broad indicators of industrial 
growth, this state remains backward. 
Although there appears to have been a 
slight acceleration in industrial growth 
during 1994-95 and 1995-96 in West 
Bengal, the spurt is much less compared 
to that of India as a whole. This relative 
decline in growth performance of the 
industrial sector of West Bengal is a matter 
of concern for both analysts and policy 
planners. 

In this context, an important historical 
fact has to be borne in mind. In a mixed 


economy, both private and public sector, 
coexist and, as a corollaiy, there are both 
government regulations and marke. 
signals to guide the producers. States in 
India do not enjoy autonomy in framing 
the industrial policy of the region 
independent of the policy parameters laic 
down by the government of India. There 
IS also the scope of continued conflict 
between the interests of the private capita¬ 
lists and that of public sector enterprises. 
Secondly, political consideratioas rather 
than economic criteria seem to have guides 
the di.stnbution of industrial licences and 
allocation of public .sector investments 
across different states i n India, particularly, 
since the late 1960s. In fact, public invest¬ 
ment on basic goods industries in West 
Bengal gradually declined adversely 
affecting the engineering units in public 
and private sectors and most of these, 
industnes turned moribund over the years. 
Also, in regard to allocation ol scarce raw 
materials, both indigenous and imported, 
there was disenminatory allocation among 
different states by central government 
IBCCI 1971.105J Although the discri¬ 
minatory freight equalisation policy for 
steel and coal were abolished in the 1990s, 
the long-term adverse consequence of this 
policy were too severe for the state to 
recover from as yet. The problems were 
cumulated by the state’s own miseries in 
terms of strikes, lock outs, fluctuations of 
power supply and poorconditions of other 
infrastructures such as roads, ports, 
sanitation , sewarage and .so on. in the 
whole of I970.S and almost all of 1980s. 
The financial sickness of a large number 
of organised medium and small units are 
manifestations ol all these in this period. 

For India as a whole, on the other hand, 
there had been considerable spurt in the 
production of chemical, electronic and 
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light consumer industries following the 
policy of industrial liberalisation and 
inflow of foreign capital since the middle 
of 1980s. There were also other demand 
and supply constraints that emanated from 
outside the state and outside the country. 
In the absence of large public .sector 
invcstmcnt.s in West Bengal during the 
last two decades, and with other state 
governments granting considerable 
facilities for industrial expansion . many 
of the private industrial houses in West 
Bengal sought to invest in other parts of 
the country, the state government’s efforts 
notwithstanding. The relative industrial 
backwardness in Wc.si Bengal vi.s-a-vis India 
as a whole dunng the la.st three decades is 
due to the interplay of these factors. 

To get a belter idea about the pattern 
of industrialisation in West-Bengal during 
the last 10 years, .sets ol regressions arc run 
with the following sets of variables (on 
data for the periixl 1984-95, gathered from 
Economu Review, government of Wc.st 
Bengal, tor the relevant years). 

LEI = Log of daily employment in factories 
with average daily employment of 1-19; 
LE2=Logoi daily employment in factories 
with average daily employment of 20-99; 
LE.1=Log oI dai ly employment in factories 
with average dai ly employment oil 00 and 

above; 
t = time 

In the following icgre-ssions, figums in 
parentheses are the t-values and 
denote signilicant at I and S percent levels. 
LEI = 10 5444 + 0308t 
(32 64*) 

Adjusted R’ = 0.99. D W = I 7562 
Chow-Flor.structuralchangc when rcgrc.s.sion 
is nin for I984-I')90 = 3.0643. 

LE2 - 11.6704 + .021954 
lf26.21*) 

Adjusted R-’ = 0.98. D W = LOO 
Chow-F for structural change when 
regression is run tor 1984-1990= 4.6289**. 
LE3 = I3..502I - .00350651 
(-3.167*) 

Adju.sted R2 = 0.45. D.W. = 1.0597 
Chow-F tor structural change when 
regression is run for 1984-1990= 7.8506**. 
In the last regicssion, regression from 
1991-95 yields a significant positive 
coefficient of (K)32 at 5 per cent level. 

From thc.se regression equations, it is 
clear that Wc.st Bengal has a pattern of 
industiial growth which is very strongly 
dominated in the last 10-12 years by small- 
scale industries. The lactones which are 
registered with the inspectorate of factories 
are counted in the above figures. Those 
with employment between 1-19 have 
registered a strong growth of 3 per cent 
per annum during 1984-95. and the grow ttt 


rate has accelerated in the 199US, although 
the acceleration is not significant enough 
to merit being called a structural break, 
llie same ob.servation is valid for factories 
employing 20-99 woikers daily, which 
have registered a significant growth of 2 
per cent per annum. The growth rate for 
this group also accelerated in the 1990s 
and the change is also strong enough to 
he called a structural break. The large 
factories, employing more than 100 
workers, have an overall negative growth 
during 1984-90, but the hopeful aspect 
is that there is structural change in the rate 
Irom negative to positive (though small 
in terms of percentage) in the 1990s. The 
net result of the above excrci.se is to streng- 
then the idea empirically that West 
Bengal's current pattern of industria¬ 
lisation is biased towards small industries. 
One mu.st note at this point that not all 
small-scale or tiny indu.stries figure in the 
above data set and these are truly informal 
manufacturing units with small numbers 
of workers which do not officially use 
electricity or other government infra¬ 
structural facilities. 

The shift in the general economic policy 
regime in India towards greater libera¬ 
lisation and globalisation in recent years, 
puses new potentials for acceleration of 
industrial growth in West Bengal as well. 
Flexibilisation in the labour market with 
sub-contracting among ancillary units and 
compulsions to adjust the scale of pro¬ 
duction to market signals and international 
competitiveness have brought out new 
directions of indu-strial growth in different 
parts of the country including West 
Bengal. Whether this potential can be 
realised in full to a fulfledgcd dynamic 
industrial scenario in the state of West 
Bengal, depends among others on the 
judicious design of government's industrial 
policies towards meeting newer challenges 
and risks. One has to look more closely at 
the emerging paradigms of industrialisation 
III the .state of West Bengal in the new 
economic environment of the country. 

Ill 

Two Models of Flexibilisation of 
Production in West Bengal 

As mentioned in Lauridsen (1995), 
Hcxibilisationof production is an important 
icccnt development in the model of 
capitalist development. The main purpose 
of flexibilisation, at least in case of West 
Bengal, wascleaiiy to bypass twoimportant 
trends in labour relations, namely: (a) mili¬ 
tancy in trade unionism, and (b) stagnancy 
in innovative management. Bagchi (1982) 
characterised this flexibilisation in terms 
ol informal and small-scale industria¬ 


lisation in Qlird wok id uaiuu lea aa luiiow’ 
(>Kofthe major featuresof the ‘infonna 
sector’ is the absence or ineffectivenes 
of workers’ organisations. There is a larg 
degreeofoverlap betweensraallenterprise. 
and the informal sector... Some of thesi 
arc organised deliberately by large 
enterprises in order to evade labour law. 
and other restrictive regulations, and tc 
take advantage of privileges extended b’ 
the governments insome countries tc 
small-sacle units [Bagchi, 1982:185]. 

One can superimpose a paragraph froir 
Lauridsen (1995) to complete the characte¬ 
risation of informal/small-scale .sector thus: 
The low road (flexiblecausalisation) look, 
upon labour as a cost. It consists of seekin£ 
competitiveness through low labour cost; 
and a deregulated labour market environ¬ 
ment. This IS basically a low wage, lov 
technology and Irov quality strategy, whici 
becomes easily trapped in low profi 
competition. Flexibility is obtained by 
expanding numerical fiexibility and by 
putting downward pressure {Lauridsen 
199.5:181]. 

As an example. Lauridsen mentions 
Taiwan, which has numerous such small, 
informal units with low design content. 
Again, to quote Lauridsen: 

The level of uncertainty is high but the cos 
of failure is low. Due to the low level of 
vertical integration and the extended systeir 
of sub-contracting, initial investments ir 
fixed capital, inventory costs and marketing 
costs are kept at a minimum. Competition 
IS excessive and pricing is cut-throat, with 
most firms operating as price-takers, nicre- 
fore, it is not surprising that both the birth 
rate and the mortality rate of these firms are 
extremely high [Lauridsen 1995:187], 


Table ■ Index of Industrial Prodiution in 
India and West Bfnoai 1980-81 to I99.S-96 
(Base 1980-81=100) 


Year 

India 

West Bengal 

1980-81 

100 00 

100.00 

1981-82 

109 ..30 

102.60 

1982-8.3 

112 80 

104 10 

1983-84 

120.40 

102.90 

1984-85 

130.70 

99.50 

198S-86 

142.10 

111.00 

1986-87 

1.55.10 

107 50 

1987-88 

166.40 

11240 

1988-89 

180.90 

115.80 

1989-90 

196.40 

122.70 

1990-91 

212.60 

125.39 

1991-92 

213.90 

127.66 

1992-93 

218.90 

130.31 

1993-94 

232.00 

1.33 94 

1994-95 

253.70 

143.28 

1995-96 

283.30 

158.72 


Suurcest Economic Survey, Ministry of Finance, 
Oovemment of India, 1989-90 and 
1996-97; State Slatuticai Abstract, 
J977-89, Government of West Bengal; 
Economic Review, Government of 
West Bengal, 1996-97. 
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in conbAnatiotitottie Move, one notes 
that: 

Relationships in these factories are 
generally more personalised and the work 
routines more informal. Workers normally 
work for long hours in duty, dark and 
dangerous working conditions. Although 
they lack bonuses, subsidised meals, Iringe 
benefits and the insurance and retirement 
benetiLs lound in large factories, it is often 
possible to get higher take-home cash in 
these small enterprises. Overtime op- 
portumpes and piece-rate payment open 
up possibilities for earning through hard 
woik.. workers have little interest in unions 
and conflicts are not re.sol ved by collective 
action but rather by quitting the job and 
finding a new one flaundsen 1995:189]. 
Such small-scale informal production 
arrangements which abound in a number 
of developing countries, are labelled 
‘modern infonnal sector' by some authors 
(Sethuraman 1981] (although the term 
‘modem’ may well be a misnomer). West 
Bcngal'sinformalmanufacturingactivities 
arc similar in some respect with the above 
description, but clearly there can he 
delineated iwoseparale modelsof infonnal 
industrialisation It will be shown below 
that when producers do not face market 
risk and competition and get their orders 
from state and central governments, they 
llounsh. whereas, they more or less fail 
in other ca.ses in West Bengal 
Model l:Tlie engineering andelectronicK 
industry. It is well known that the enginee¬ 
ring industry, although dominated in terms 
of final sales by large firms, has a wide 
system of sub-contracting with small-scale 
units, not only in West Bengal, but all over 
India TNagaraj 1984; Patibandla 1988]. 
One such example is the Howrah industrial 
complex which has a few very large 
engineering units surrounded by a large 
number of small firms which carry out a 
number of ancillary Jobs on the part of the 
larger units. In the 1950s and the early 
1960s, these large units such as Jessop, 
Braithwaite. Bum .Standard, Bridge and 
Roof, etc, got the bulk of their orders from 
government, mainly the railways. After 
the Indo-Pak war of 1965 and drought of 
1965-67, the central government faced 
with a fund crunch, severly curtailed 
investment in the railways. This caused a 
drastic fall in the demand for goods 
prtxiuced by these large engineering units. 
Most of the large firms such as Jessop, 
Braithwaite. Bum Standard were even¬ 
tually taken over by the central govern¬ 
ment when lhe.se units fell sick. But, in 
the process, the ancillary small-scale units 
were badly hit [Economic Review, govern¬ 
ment of West Bengal, 1986-87, p 36-37]. 
To understand this process of ancil- 
larisatinn, which incictentally is one type 


of the so-called flexibiRstfion of pro¬ 
duction process, one may quote from a 
book sponsored by the Bengal Chamber 
of Commerce and Industry: 

This interdependence (meaning, thereby, 
the process of ancillarisation- authors) can 
be attributed totwo specific reasons related 
to the process of manufacturing. In the 
first phase, there are some products, the 
manufacture of which requires one or a 
very limited number of operations. Both 
the central unit as well as the dependent 
units in most cases are provided with the 
facilities for those operations (as for 
example. Lathe operation). In those cases 
the farming out of orders arises out of the 
consideration of the timely and speedy 
1 mplementation of thejob. Secondly, there 
arc a number of products which require 
multiple operations for their manufacture 
It might so happen that the central unit is 
not provided with all the facilities required 
tor those operations. In that case, it has 
todepend on the dependent units clustered 
around it (BCCi 1971.104] 

The same document reveals that most 
of the de facto owners of the small-scale 
units were the erstwhile skilled workers 
in large-scale units or ‘mistries’. These 
mistry-owners operate mostly with worn- 
out second hand machines. This feature 
occurs in other parts ot India also, es¬ 
pecially, in engineering industries 
(Patibandla 1988]. Under this infonnal 
production system, a unit employs only a 
small number of workers, and die labour 
cost is not treated as fixed unlike in tlie large 
units. Some unitseven woik without power, 
some without fixed factory sheds and so on. 

The features . which are noteworthy in 
this case, are a.s follows: 

(a) The large industrial units grew large 
111 the initial phase becau.se of a number 
of factors, including government patronage 
dating from time of independence. At the 
same time, all these units were direct bene¬ 
ficiaries of the so-called Mahalanobis 
strategy whereby the government played 
a major role as a big investor in basic and 
capital goods sectors. (b> The engineering 
industry had a comparative advantage in 
the eastern sector, especially in and around 
Calcutta, because of advantages of cheap 
raw-materials and skilled manpower at 
different stages of production. The freight 
equalisation policy distorted to a large 
extent what the market would havedictttted 
in this case, (c) Ancillarisation in this case 
is some times pure fanning out operation 
- the small-scale producers undertook 
operations despite such facilities existing 
in the central unit. At other times they 
resembled somewhat a putting out system 
whereby the small-scale producers got 
advancesfrom die central units for working 
capital as well as machines to carry out 


open^oosin wluchtlie centtal 

does nra have any facility. ■ 

The system, by and large, worked as k" 
backbone to the large migineering units, 
especially at times when there were luge 
orders from the government or the market 
in general was buyoyant. But, in bad 
times, especially throu^out the 1970saiid 
mostofthe I98()s,thesmall-scalefinfoiin<d 
units suffered owing to low demand 
emanating from the large units. However, 
at ail times, these small/informal imits 
faced most of the following probiems: 
They related to (a) absence of quality 
control and standardisation of products, 
leading to rejection, (b) lack of what con 
be said to be modern management practice 
regarding finance and accounts, (c) con- 
tradictoiy attitudes towards modernisa¬ 
tion on the part of mistry-owners, who 
would like to .see their children acquire 
new technical skill but are alraid that they 
will lose importance in a modem set up 
(BCCI 1971:110], 

In this eontext, two important aspects 
should be highlighted: (a) Unlike in some 
other states, engineering indu.stry in West 
Bengal failed to capture the consumer 
goods industries on a large .scale. Uie 
pioneering bicycle firm, India Cycles, for 
example, was set up in West Bengal, and 
then came Sen-Raleigh, but both fell 
victims to mismanagement and com¬ 
petition from newer units set upelscwhere. 
The large industnes really were con¬ 
centrated in basic and capital goods 
indastrics which did not face the market 
risk that much since they depended largely 
on government orders. Thus, the large 
industries, which promoted ancillarisation 
in West Bengal and utilised this system 
with a lot of success in boom times, 
did not grow large through national 
competition in consumer goods markets, 
(b) Although for a prolonged period of 
time, the small/informal indu.stries in the 
engineering sector in West Bengal faced 
a low level of demand, there are very few 
examples that they had gone for the exprat 
market. This is mainly due to tlie fact that 
the ancillary/sub-contracting operations 
were not meant for final consumer 
goods, but for basic and capital goods, 
and they lack direct acce.ss to their final 
maikets. 

A similar .story, but on a much smaller 
scale, can be told in the case of .electronics 
industry in West Bengal. A veiy good 
account of development of electronics 
industry in West Bengal vvi-a-vis in India '■ 
can be found in Datta Chaudhuri (1995) j 
and Baneijee (1996). In all states. State * 
Electronics Development Corporations 
(SEDC) played an important role ln''J 
promoting electronics industries in re- 
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spective states, which have a large share 
of small-scale industries (Baneijce 1996: 
209], In West Bengal, the nodal SEDC 
is WEBEL. Except Wcbel Nicco Electro¬ 
nics Limited (WNEL), which produces 
consumer electronics goods, the other 
WEBEL groups concentrate on ‘inter¬ 
mediate' type electronics products known 
as professional and components (Dalla 
Chaudhuri 1995:1471. Over lime, con¬ 
sumer electronics production in West 
Bengal has lost its all-India rank [Baneijce 
1996: 2t)91. The stress obviously was on 
profe.ssional electronics equipment such 
as telecommunications, which are ordered 
mainly by public sector units, state and 
central governments. 

Personal interviews with some entre¬ 
preneurs awcal that there is sub-contracting 
and ancillarisation in this case also. WNEI. 
farmed out its component production to 
.some small-scale local TV and component 
producers, who finally became dependent 
on WNEL for orders. There is ancillarisa- 
tion for other WEBHI. units also, although 
the final as.setnbly line remained with the 
WEBEL units. But the typology observed 
in ca.se of Engineering is also observed 
here tin). As in the case of WNEL. the 
firms faced market risk and competition 
and could not expand as rapidly as Webel 
Telecommunication Industries (WIIL). 
which hud already attained a large scale 
of operation bused on government orders. 
Oneof the major reasons forancillarisation 
is definitely to get over the labour union 
troubles and wage disputes (Dalta 
Chaudhuri 1995- 159-60. Gangi^padhyay 
1996: 269-71). 

The interesting point m this case, as 
well as that of engineering industry, is that 
sub-contracting/ancillarisation proves to 
be really fruitful where the indu.strieshave 
attained a scale large enough to profitably 
and .succesfully lurm out their operations. 
But in ca.se of declining industries and 
small-scale f inns, sub-contracting may not 
yield the desired result. In case of electro¬ 
nics industry, WNEL followed non- 
innovati ve management strategies, thereby 
leading to a lopsided production scenario 
and decline in the national perspective 
(Oatta Chaudhuri I99S:I6IJ. In this 
backdrop, .sub-contracting docs not always 
give the best result as quality and timely 
delivery may be seriously affected, resul¬ 
ting in a snowballing effect of the initial 
decline in production. An extreme example 
of this type of stagnating effect of over 
.suh-contracting/ancillarisation and its 
long-term implications will be discussed 
next under the heading Model II. 

Mode! II: Garments industry; The 
garments industry in We.st Bengal exhibits 
in many rc.spect what is observed in other 


.states for this industry as well. However, 
t here is an important difference [Cbatteijee 
and Raychaudhuri 1996: 23S-237]. Most 
of the manufacturing units carry out bulk 
of the job on sub-contract from outside 
job-working small informal units. Even 
in those units which have some of their 
own manufacturing activities, workers are 
paid on a piece rate basis. There is wide 
variation in product quality and designs 
.’ind the product market is highly differen¬ 
tiated. Readymade garment producers in 
We.st Bengal. unlike m the case of some 
ol the well known brand names in India, 
are not attached to textile mills. Thus they 
do not enjoy the advantage the producers 
serving the owners of well known brand 
names enjoy, regarding the basic raw 
materials of production. Incidentally, the 
share of We.sl Bengal in garment exports 
Iroin India ts consistently less than I per 
cent tor last two decades, although the 
share of garment eximrts in total exports 
from India has gone up from a mere 2 per 
cent in 1970-71 to around 13 per cent in 
1994-95. 

The garment industry in West Bengal 
pre.sents a picture of extreme llexibilisation 
of production process. The producers enjoy 
cut costs by spreading the production over 
different job-working units by seasonally 
adjusting their .scale of production, without 
adjusting their fixed capital stock. In fact, 
most garment producers have very small 
tixed assets since most of the operations 
urecarriedout with the hcipof job-working 
firms. The level of vertical integration is 
typically very low. Almost all units have 
V ery small overheads and (here i s a practice 
of lumping together of wages with over¬ 
heads. thus actually inllating the overhead 
cost. The cl lect of this low vertical integra¬ 
tion is poor linishing of the garments as 
well as lack ol timely delivery of orders 
to shops. Also, the domestic market seems 
to he the only de.stination for almost all 
the prtxiucers. sinceexport market appears 
to be too demanding for the producers. 

In this case, sub-contracting is proving 
to be clearly inefficient from the angle ol 
expan.sion of .scale. The producers in this 
industry compete with more established 
brand names, but they prefer to auicentrate 
on supplying a certain income range with 
nuxleratc demands on quality. 

As was made clear to us in a number 
ol interviews, the main reason tor the 
aversion of the garment producers towards 
expansion of scale of pnxiuction is their 
peculiar attitude towards risk. .Some of 
these risks originate in strained labour 
relations and poor infrastructural faci¬ 
lities in West Bengal and some others 
originate at a more national level. As was 
shrrwn in one of our earlier papers [Chat- 


^ee and Raychaudhuri I996:243>247). 
if the perception of risk in vertical inte¬ 
gration is more dominating than that of 
job-working from outside, then producers 
will not go for vertical integration. ’Ihis 
creates more problems since without 
some degree of vertical integration in 
final stages, local producers cannot pos¬ 
sibly compete with national producers, 
as we had already mentioned. The inve.st- 
ment needed to install modern machines 
is clearly beyond the capacity of job- 
working sub-contracted units, while, (he 
parent units hardly complain of credit 
constraints, formal or informal. 

The suained labour relations which make 
most of the.se producers so .scared cannot 
be cured by the government alone. The 
producers also have to come up with 
innovative management practices. They 
must also think more boldly about their 
abilities. This is not to ignore or mini¬ 
mise the role of government here, since 
they have to inculcate a new sense of 
labour movement or improve the poor 
state of infrastructure. 

One que.stion often a.sked in this context 
is why should it happen in West-Bengai 
alone, and not in the other big and thriving 
garments centres like Tiruppur and Delhi. 
The answer again seems to lie in the 
differential perception of risk in the mind 
of investors. The.se uncertainties are 
conditional upon the true commitments 
of the state governments to improve 
infrastructure and labour relations, on the 
one hand, and the ability of the producers 
to innovate strategies through incentives 
to enhance labour productivity, on the 
other. In the caseofWest Bengal, perceived 
risk of the producers was high b^ause of 
the unfortunate absence of both types of 
factors mentioned above. 

One must recognise an important limi¬ 
tation of the garment producers, namely, 
distance from the locations where raw 
materials are produced. But, West Bengal 
is well endowed with skilled labour, and 
may well compensate the locational 
disadvantage by the skill factor. However, 
this did not happen, and one major reason 
for this is the peculiar attitude towards risk 
of these producers. 

IV 

Some concluding policy and 
strategy implications 

The above characterisation of indus¬ 
trial development of West Bengal brings 
out several important features. In a 
nutshell, let us first summarise these 
features before discus.sing the implications 
emanating therefrom, (a) The last 25 years 
have witnes.sed a rapid development of 
small/informal sector industries in West 
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uengaL Most inese industries 
out offlexibiIisati<Hi(rf(Hoductionprocess 
by central units, which gave rise to ancil- 
larisation and sub-contracting of pro¬ 
duction at various stages, (b) Two dif¬ 
ferent groups of tndu.stries (among others) 
can clearly be identified in West Bengal; 
one producing the basic and capital goods 
and the other producing consumer goods 
(c) In the basic and capital goods industries, 
(he firms involved attained a large scale 
of operation with the help of government 
demand instead of competing through a 
market determined demand (the sickness 
ot manyot them notwithstanding) In 
these cases, sub-contracting/ancillansation 
almost acted as an interlocking system, 
finally proving to be mutually beneficial, 
although the advantages are certainly 
skewed in favour ot central units (as is 
true in any case of Hexibilisafion) On the 
other hand, the industries which faced 
consumer demand through a market 
mechanism (again, imperfection may be 
there), sub-contracting proved to be a 
negative factor in their growth This is 
mainly because absence ot vertical inte¬ 
gration in the final stages caused quality 
to tall and timely delivery impossible, 
which, again stems from peculiar risk 
perception on the part ot producers 
Under the above scenario, one has to 
be caretul m advising on possible policies 


in one case, govemment has to play a 
nu^r role asabuyer acting on the demand 
side. In the other case, government has to 
play a major role on the supply side, 
although in the first case too this will have 
a beneficial effect. In the case of garments 
and clecUonics on a small-scale, owners 
are plagued by their risk perception and 
faulty management strategies. In this case, 
the owners have to innovate newer 
strategies regarding production, finance 
and marketing as well as come up with 
incentive schemes for the woikers. The 
govemment (and, by implication, the 
political process) can certainly play a 
crucial role, by trying to inculcate some 
new directions in labour movements and 
improving the basic infrastructural 
facilities (including, public health and 
education) Regarding basic and capital 
goods industries, tne govemment has to 
step up its demand and the rest must be 
achieved by a faster pace of development 
But both have to proceed side by side. 
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initiatives of the West Bengai Fisheries Corporation for the economic 

betterment of poor fishermen 

Lifting poor fishermen from the quagmire of poverty and enabling them to take confident strides 
towards self-reliance is the single most important task, the West Bengal Fisheries Corporation Ltd. has 
been assiduously performing since its birth. This objective propelled the Corporation to take up the 
execution of the World Bank assisted Shrimp and Fish culture project involving the construction of 
modern scientific shrimp farms at Dighirpar and Dadanptrabar in Midnapore and Dighirpar and Canning 
in South 24-Parganas The project seeks to cover 451.33 hectares of net water area for the benefit of 
654 entrepreneurs by leasing out to each of them a half hectare pond. 123 entrepreneurs are also being 
leased ponds of larger size. 

The financial returns from the harvest earned by most of the beneficiaries at Digha site are almost 
like a bonanza. 

Some of the other important schemes completed by this Corporation particularly for the benefit of the 
poor fishermen in West Bengal, involve construction of Fraserganj Fishing Harbour (li) Shankarpur 
Fishing Harbour (Stage I) (iii) jetty and barge on river Hatania - Oeonio at Namkhana (iv) four shrimp 
farms at Ramnagar (v) small R C.C. bridges at Paharpur and Nandichak (vi) Four hatcheries under 
World Bank Project at Digha (vii) Stage II of Shankarpur Fishing harbour now under construction, is 
nearing completion. 

This Corporation will continue to involve itself with the strengthening of infrastructure facilities for 
development of fisheries and for bringing shafts of light in the tenebrous life of fishermen in the State. 

(D. K. Ghoshai) 

MANAGING DIRECTOR 

WEST BENGAL FISHERIES CORPORATION LTD. 
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Improvement in power availability in West Bengal 

West Bengal’s turn-around in the power scenario is being widely talked about. But, how has this 
turn-around been possible? To those working quietly in the West Bengal Power Development 
Corporation Ltd. (WBPDCL), the answer is well known, it is just job welt done, beginning from 
1985 when the Corporation came into being five new giant units of 210 MW each have been 
added to its Kolaghat Thermal Power Station (KTPS). Together with another 210 MW unit 

already installed (i.e. a total of 1260 MW capacity) KTPS has brought a sea change in the power 

# 

generation scenario in the State. Not only has the installed capacity of 
How did W6 State-owned generating stations of West Bengal almost doubled, 

pull it off? the million of units generated by KTPS today is meeting a major share 

of the entire State's demand. 

In this short span of time WBPDCL has carved out for itself a distinguished place in the power 
map of India. 

It IS a regular recipient of the Meritorious Productivity Award instituted by Govt, of India. In terms 
of Plant Load Factor. Time Availability Factor, Oil Consumption and Auxiliary consumption, the 
performance of the Corporation has been comparable to the best of the power stations in the 
country. Protection of the environment has also received high priority from the Corporation. 
State of the art Electrostatic Precipitators have been installed to minimise fly ash emission. 
Scientific effluent control is being done to prevent discharge of toxic pollutants. Extensive 
afforestation in and around the power station is helping preserve ecological balance. A pilot 
project has also been undertaken for utilisation of fly ash so as to convert Waste into wealth. 

With energy needs growing day by day, a comfortable situation today may become a deficit one 
tomorrow. Bakreswar Thermal Power Project, which will have an ultimate capacity of 5x210 MW 
units is one of the new high priority generation projects already taken up for implementation by 
WBPDCL. Substantial funds have been tied up from OECF, Japan, which will enable establishment 
of three units by turn of the century. The possibility of implementation of the remaining units is 
also being explored. Bakreswar Thermal Power Project will be followed by Murshidabad 
(Sagardighi) Thermal Power Project which will have an ultimate capacity of 4x500 MW units. 
These new power projects will play a major role in meeting the future needs of ail categories of 
consumers in West Bengal. WBPDCL will keep the transmission lines flush with power. 

THE WEST BENGAL POWER DEVELOPMENT CORPORATION LIMITED 

New Secretariat Buildings, 6th Floor, ‘B’ Block 
1, Kiron Sankar Roy Road, Calcutta-700 001 
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Indian Industrial Growth and Corporate Sector 
Behaviour in West Bengal, 1947-97 

Debdas Banerjee 

The precipitous decline of West Bengal manufacturing jrom its prime position at the time of Independence 
has iisualh been explained by capital flight in reaction to labour resistance This paper calls into question 
such views and looks through ‘capital’ to examine some aspects of economic as well as institutional fat tors 
and offers a tentative explanation 


I 

WEST BENGAL (WB) was foremost 
among the Indian states at the time ot 
India’s independence, tn terms of concen¬ 
tration ot industrial capital (Census of 
Manufacturing Industries, CMI) ' Hci 
share in all India (AI) sttKk ot capital in 
the CMI sectoi was 24 6 per tent in 1950 
In 1995 94 the share had declined to just 
8 8 per cent (Annual Sursi s of Industries, 
ASI Factory Scctoi) The rate ot decline 
howcvci was not unitoim 

Two panlv contlicting explanations are 
available tor the decline (a) the faster rate 
ot industnal growth in other states and 
(b) decline or stagnation in WB industries 
It has been alleged that labour productiv 
ity in the state is low and hence there has 
bran capital flight from WB Our study 
tinds little evidence of declining labour 
productivity in WB organised manutac 
tunng when compared to its AI counter 
part Another argument is that the freight 
equalisation policy (1956) had taken away 
the region’s comparative advantage The 
latter surely had an immediate negative 
impact as costs of adjustment but docs 
not explain why WB industnes in the 
long run would do badly in a competitive 
situation 

In Section II the growth performance 
of WB manufacturing vm a sis AI has 
been estimated, for the period 1947 1993 
In Section III investment behaviour of 
selected companies in two industnes 
namely chemical and electneal manufac 
tunng, have been analysed tn view ot the 
shift in industnal composition that was 
taking place m India in the 1960s The 
economic reforms in the 1990s generated 
an expectation about a different trend tn 
industrial growth across states based on 
market pnnciples How far that is true is 
discuss^ in Section IV We have esti¬ 
mated the trend of capital-output ratios in 
the corporate sector manufactunng and 
related it to investment pattern in WB 
Finally, in Section V, an alternative ex¬ 
planation of the observed phenomena is 


suggested by incorporating institutional 
factors as well 

II 

I'M? Census of Manufacturing 

Industries (CMI) 

I he CMI data suffer from the limita 
lions that they covered only 29 groups of 
industries and only factories employing 
20 or more workers using power How 
ever certain broad conclusions can be 
denved from the data lor the period 1947 
to 1958 We use the gmss value added 
excluding wheat flour and ncc milling at 
1952 53pnccs(ie deflalcdby the whole 
sale price index ot all commodities ex 
cept foodgrains ) The exclusion is made 
to eliminate the regional fluctuation in 
agricultural production due mostly to the 
weather conditions 

7959 82 Annual Siirses oflndustri(\(ASI 

Census sector) 

The wider coverage ot industnes under 
the ASI allows us to compare in detail 
WB's industnal growth with that ot AI 
The census sector' data are available up 
to 19X2-83 with a break in the year 1972 
We Ignore such problems ot compar 
ability as (a) the shift ot the accounting 
year from calendar year to accounting year 
since 1973 74 and (b) the number of 
lactones reponmg tor the ASI differs tiom 
year to year which is bound to show wide 
fluctuations in the aggregate values if the 
factories included or excluded in any year 
happen to be comparatively large The 
gross value added figures at constant 
(1970-71=100 products)pnces toi manu¬ 
factured products have been taken tor 
growth calculations (see, for the trend 
Figure 1)^ 

1981-91 ASI hattors Sector 

We wanted to concentrate on the ASl- 
Census sector But because ot the tact that 
CSO discontinued the publication of the 
census sector aggregate data for the states 
separately since 1983-84, we attempt to 


examine the nature of growth ot the sample 
and census sectors together for the period 
1981 82 to 1993-94 (the latest one avail¬ 
able) The value added is taken at constant 
(1981 82=100) pnees tor manufactured 
products 

Giowth Estimates 

We have estimated the growth rates from 
the following equations 
Model I j, = a + bt + u, (I) 

Model II log y, = a + bt + u, (H) 
Model III log y, = a + bl + ct^ + u, (ID) 
We have estimated the equations (I) 
to (III) by OLS method to chtnise the best 
equation statistically, for the purpose of 
estimating giowth rates It is ideal to 
select that equation that provides the 
estimates of growth rates tor the given 
penod with minimum possible standard 
errors The selection of the giowth equa¬ 
tion by the critcnon of is particularly 
misleading when its values are close to 
one another in different equations 
Equation (1) embodies deceleration 
IG(t) = b/Y,l whereas equation (11) pro¬ 
vides a constant giowth rate (G(t)=b] and 
Equation (III) allows us to incorporate 
cither growth nr retardation depending on 
the values of b {>0 <0) and c (>() <0) 
IG(l) =■ b+ 2ct| The regression coeffi¬ 
cients are tabulated in Appendix Table, 
and the selected growth equations are 
n.*ported in Table I 
During the period 1947 58, for both AI 
and WB the growth rate was initially 
negative (as shown by h<0)and latermoved 
upward (oO) However a stricter com¬ 
parison shows that WB lagged behind AI 
growth in the CMI sector (Table 1) While 
the rate of change of growth (dG(t )/dtl was 
0 892 percent at the all-India levc'l, it was 
0 718 percent in WB 
During 1959-82. the values of and 
DW-statistic indicate that there was 
growth at the all-India level and the 
growth rate was constant at 5 33 percent 
In the case of WB howcvci there seems 
to be evidence of residual correlation 
(DW-statistic d < dj) 
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The icgrcssinn model with serially 
cuncldted errois is estimated by the 
rcxhiiinc-On uti itciaiivc incihod, where 
u-p = 6, U-, , 1 Cj- uiih 'fixed initur 
values 

The lollovimir aic the regression results 
of llu* ii msfoimed vaiiahles fT=2.1 ) 

lot WK 

Idu WH sVOsft +0 016011 

(5^41^5) (2 2Ti> • 

R“ = 0 7I()S0 SI K 0 07604 
I)W = I 2XS4 I (2 20) 27 ‘mo maxi 

mum ot log likelihood i itio m itisoc 
= 2X 211S and Iigiiies in pan. ntln-ses are 
l-iaiios 

Thus il slums dial llu. gioulh talc in 
WB was SOI nI ml at I 60 pi i lenl dining 
thepeiiod l‘i>') S2 wliishw ismuthlowci 
than tint ol M (*' (wi ssiit) 

Dunne llu pi nod I’-fSl O') Al nidus 
incsgiiwal III I III I easing I ale (h>0 iM)) 
WB indiisiiiis on llu ollin hand had a 
iiLuativi eioiMli laie inilially hiitil puked 
up kill I I lu 1 III ol change ol growth was 
0 7S pci leiii which was hiehei than that 
of \ 110 14 pi r c c III) I he c ov ei age ol the 
pniod IS dilli II III liom that ol the eaiher 
twopeiiodsashoihllic Censusand Sample 
scitois ol \SI III considcied Heiicc il 
IS dilliiiilt lo attnhuic the giowth to aii) 
pailiciilar seiloi 

III 

llu scatiii plot ol WB value added in 
tlieASl (c HSUS sector (at l‘)70 71 pnccs) 
on that II Al dining DS') S2 shows that 
lortheliisl 14obscivalioiis(Ic l‘)S‘J 72i 
Iheic was no svsleniatic association be 
tween Ihc two sets of value added (big 
lire 2) 

rite csiiniaied equations aiclhelollow 
ing 

boi l‘)S<) I0K2 

logWB-Ssooq +OOIS782I 

(ISI 0021) (SS2‘)) 

r' _ 0 S624‘; SbR = 0 006706 
DW -067)11 I (I 22)=)0S707 and 
ligiires III pueiitheses arc t ratios 
lot lOSO l‘)72 

logWB-S'>2)S +0 1174X1 

IKK) 7082) (IS276) 

R- - 0 00)0)8 Sf-R = 0 I ISOO 
DW ns7‘)42 HI 12) = 2 )))6 
Ihiis SI R k'ing almost Ihc same lor 
both iqiiaiioiis wc pioceed to carry out 
(’how I Is lot the equality ol regression 
coillicieiits over the two periods The 
sinictuial stability test, F-version ol the 
i how test slatisiic is 1 (2,20) = 0 0200 
|p=0 4ll|, which shows that the 14 
obseivations (i e, during I9S0-72) obey 
the same relation as that tor the period 


19S9-82. The statistical data at least show 
that the retrogression in WB cannot be 
attributed to the chaos in state polittcs 
during the late sixties and early seventies 
It may be argued that import substitu¬ 
tion was nut complete substantially before 
the beginning of the 1960s Dunng this 
pel nxl the export sector of WB continued 
to expand and foreign capital remained 
lominant Since the Third Plan a more 
\ igorous industrial restructuring was tak¬ 
ing place in India (Table 2) while WB was 
slow to adapt to the changing pioduct 
eomposilioii (lablc 3) 

The obvious leason lor the stagnation 
or slow growth in WB manufacturing is 
dial cithei the existing firms were not 
ivilornitng well ui a vis their counter- 
paits in Al or there was no hoii/ontal 
t Kp.insion ol the ftictoiy sector, or both 
llowevei It IS almost axiomatic that 
hoi i/ontal expansion is conditional upon 
die peitormance ol the existing firms 
\moiig the two types of investment m 
duced investment is that which is incuircd 
III response lo certain changes in, say How 
olpiolits iateotinteresi,ctc And autono 
nioiis investment results from factors 
independent ol such economic variables 
I he volume ol autonomous investment is 
guided bv the giowth impulses inherent 
111 technological developments 

l*kiv Ml Invim'Mim Biiiavioi R 1959 75 

In Older to sec whv WB lagged so lar 
hetiind Maharashtia in mdustnal invest 
nient and growth we have examined the 
investment behaviour and growth patterns 


in two major subsectofs of industiy, via 
the chemical and electrical goods indus¬ 
tries These two subsectors provided ' 
major fraction of the growth ol industries 
in India since the 1960s Hie locatior 
quotient,^ indicating the degree of con¬ 
centration of particular industry in a par¬ 
ticular region, for the chemical industry 
in WB wa.s 0 8709 in I960 and declined 
over the years to 0 6695 in 1975 In other 
words, the number of workers employed 
in the chemical industry as a proportion 
ol the total factory workers employed 
declined in WB as compared to that in Al 
during 1960-75 We have done a similar 
exercise with the electneal machinery, 
apparatus, and appliances industry WB 
contributed about 42 pei cent to the all- 
India value added in the industry (ASI- 
Census), m I960 Thercalter, WB’s share 
to the industry as a whole declined lapidly 
to just 6 08 per cent in 1974-75 
There were altogether 624 |oinl slock 
companies producing chemical andchemi- 
cal products registered in WB and at work 
on March )1, 1975 {Diittfoiv of hunt 


Tabu 1 Shari (PirCcnDib An Im>ia 
PrOIU nifIN CoNTRIBl 1I1> BY WlST Bl-NI,A 1 
Asu Maharashtra 


Indusirv 

Stale 

Shale (Per t tnl) to 
All India Value Added 
1961) I96S 1971) 

Mclal hjscd 

WB 

27 « 

I'’ 2 

)0 4 


MAH 

19 7 

■’6 K 

)0 0 

C hemic it based WB 

7 S 

7 K 

II 5 


MAH 

16 S 

20 6 

27 K 


Soune roiiiputcil rrom ASI (( ensus) 


riHIl I ShH HI) (iROVl TH hot AnoNS lOR Sub PiRltIDS AlL IsUIA AM) Wl S I Hi NCAl 


Sub Puioi! 

Region 

Fqn 

Regression Coeflieieni 

F Slotislie 

Growth 

dO(t)/dt 




(b) 

(e) 


Rate|0(t)| 

(Per C enl) 







(Per ( enl) 


1 147 S)i 

Al 

III 

0 (KI9S9 

0 00446 

(2 91 12 89S 

1 0 96 8 85) 

0 892 



( 

0 )12))) 

(1 6S74) 





WB 

III 

0(K)04I 

0 (l())S9 

19 7S47 

1 004 7 861 

0 718 




( 0 0170) 

(1 6984) 




1 IS9 S2 

Al 

II 

0 OS)27 


M 221 






(2S7I)9| 


661 202S 




WB 

II 

OOIS78 


)0 S707 






(S S29) 





19K1 9) 

Al 

III 

0 04286 

0(X)2I9 

[2 101 

[4 29 9 5)) 

0 4)7 




() 1449) 

(1 9962) 

18)0158 




WB 

ill 

0 02)70 

0 00)90 

7 )727 

[-2)7 7(K)) 

0 781 



( 

0 91)6)) 

(1 8742) 




Shhi (lllht figures in p.ire‘nlhe St s denote I ratios (2) Ihc figure's in the 0(1) column denote rales 

in the initial and terniinal years 






rAW F 2 Al 

1 India 

CiiANias IN Till WFi(,HrsuF Major Inimisirim Groips 


Input Based CUssitiealion 

1946=100 

I960=I(K) 

1965=1 IK) 

I970=I(K) 

1978=100 

Agr) based 



66 SS 

44 08 

)4 74 

))68 

28 44 

Meial based 



9 )0 

18 55 

24 71 

21 9) 

22 79 

Chemical based 


4 92 

8 94 

891 

12 86 

15 50 


Sowies Rai(l976) anti fur ihe year I97H Khanna(l980) 




Feonomic amt Polincal Wupt-lv Novemtw 9i tnoit 



^Rs inithon^ 


S(>4'<0 


4862 ^ 


«)8I 7 


1R)I (I 



I')'*) l‘>6S 1971 |<)77 1982 


SrockCom/miu Mnliului l^TS) Odhose 
only 276 were iccistcreil biloit the year 
I9S9 ^iiiLliKlin*! 12 companies with paid 
upuipilils(PU(')abovcRsSmillion ind 
4Hompanu s with IHK’s between Rs0 5 
^ million 

In order to Lxamini investment be 
havioui m ii sponsc to such tactois as flow 
ot prohls avLumulation ul teseives and 
surplus i>iowth III sales (Somtt Annual 
Ripons ot the lompanies) we select H 
ol the laige sompaiiies* and 14 ol the 
second group ol companies, siy tin. 
medium scale companies 

Duiing 1959 75 on an avciage 67 per 
cent ot the total capital employed^ in tiu 


the total hinds geneiatcd internally m the 
sectoi and investments made either m 
gloss lixcd assets or m plant and machm 
erv Investments actually constituted a 
small part ol the intcriiallv generated lunds 
Ihc lagscnJ correlation cocllicients be 
tween investment in plant and mac hineiy 
ind(i)giosssales(&S) (ii)annual(hangc 
iiiGS (ni)nct woith{RNW) and(i\)RS 
however ' icid no statisticallv sigmiicant 
relationship (Table 5) 

In the electrical equipment industry a 
simple of niiK- companies with paid up 
c ipital (PUC) ol Rs 5 million and above 
(the large scale units) and 10 companies 
with PIT between Rs 0 5-5 million (the 


had been regisiered up to WSh and 
at work on March 31, 1975, m WB. 1 
analysis was earned out on the basis pf ^ 
intormation given in the Annual RopotKsil '' 
ot the companies 

The large scale sector exhibited th« 
following trend (a) Profits (before inter¬ 
est and depreciation) as a proportion ol 
the total capital employed (less CWPl 
(K j.) increased during the penod, ( b) Pmllts 
(before interest and depreciation) as a 
propottion ol gross sales (Y) remained 
st.ible aiound 14 per tent (t) Y/K^ in¬ 
creased steadily despite a tali in 1967; 
id) Y/K|,n, (whereKp^=capitalempluycd 
in plant and machinery) increased dunng 
the period except for thiee years dunng 
1967 69 (c) Kpi^ as a ratio of OFA re- 
niainc d more or less stable at 69 per cent 
since 1968 However net lixcd assets as 
a proportion ol the net worth declined 
steadily after 1967 Dunng 1959-75 the 
nine large companies accumulated a sum 
ot Rs I 117 2 million internally (FI) Ot 
this net worth constituted Rs 697 7 mil¬ 
lion and Rs 445 I million was set aside 
as depreciation allowances On the other 
hand aggregate investment in gniss fixed 
asset (including CWP) was not more than 
62 per cent of FI and m plant and machi- 
nerv alone about 45 per cent 

fhe regression results summaiised in 
Tabic 6 show that there was no definite 
trend in investment in either GFA or in 
plant and niachmerv despite there being 
a growth of tin novel at the exponential 
latc ol 8 5 per cent Ihc investment m 


11 companies was financed out ol the 
tunds geneiatcd inteinally I heir aggre 
gate investments (I) did not show ans 
secular tiend (Table 4) Kendall s K sta 
tistic ol investments m plant and machm 
ery (K - 17 n = 14) also supports the 
latter tibservation Gross sales (at 1961-62 
puces) that is CfiS on the other hand 
mcieased at the constant latc ot 7 5 pei 
cent 

Wc have estimated the correlation be¬ 
tween investment in plant and machinery 
IFDPM) and annual sales (GS) annual 
change in sales (FDGS) reserves and 
suiplus (RS) and net worth (RNW) on 
the other with one- to six year lags 
(Table 5) It is found that a penod of three 
to lour yeais normally lapsed between 
the date ol obtaining indusiiial licence to 
commencement ot production, depending 
jpon the type of industry si/e ol piofect 
laturcot torcigncollaboiation etc, {Jahada 
and Bhatt 1968 I 969| 

Dunng the periixl there was a wide gap 
Tctween the amount of reserves and sut- 
ilus (a part of the investibie surplus), or 


medium scale units) have been selected plant and machiiicrv had no significant 
out ol the 117 |omt slock companies ihai coirclition with gross sales (both at 


1 veil 4 I AKt 

St VII Chisikai INirs is WB 

11ll Ihi SI) Risi 1 IS 

159 75 

IKpcndcni Vanahlc 

Reg Cocit (b) 

‘‘fl. 

R‘ 

I)W SlilisUt 

I 

0 014(1 4891 

0 (M)9 

^0 0^)1 

1 570 

CiS 

0 MUniO) 

0IK)l 

0 987 

1) 522 

f-lKiS 

0 154126 1(1) 

0 006 

0 750 

1 911 

COS 

0075(8t Dll 

0 001 

0 9X7 

1 102 

RNW 

0 051(115 01 

01 IKIl 

0 989 

0 959 


(I) llic rcgicssion equilion log Y, i -i- hi ('*1 Iivuks wilhin piicnlhcsts arc I ralios 
(f) NlnvcMiiH;nt= annuil change in gross livol isscisicx i ipiiil wuik in progress GFA) 
OS - gross sales ai ciiiieni putts PIXiS - inniiil chingt in OS CGS OS at constant 
pntts RNW . Pile plus icscivts and surplus 

Takii 5 Chimk \i iNDisrnv is WH I v< 111 > Corrii \ii is ( oiihi iiMs I9S‘) 75 


Tllilt 

Ptriixi Lag 
(Year) 

Corr Coeft 
belwt*tn 
FDPM ind 
GS 

DW 

C HIT ( (Xlt 

btlwtcn 
FDPM and 
f IXiS 

DW 

C orr CiKlf 
btiwttn 
(DPM and 
RNW 

DW 

Corr Cotll 
btiween 
FDPM and 
RS 

DW 

I 

0 0001 

2 27 

0 (8)77 

225 

(MMIoi 

“fT 

~ (MMhTr 

2 26 

A 

0 0001 

2 10 

0(H)16 

2 29 

0(K)I7 

2 HI 

0 0064 

2 10 

1 

0 0052 

2 16 

0 0010 

2 16 

00111 

2 18 

0 0062 

2 19 

4 

00149 

2 18 

0 0224 

211 

0 0191 

2 41 

0 0519 

2 47 

5 

00160 

2 15 

0S>i28 

2 11 

0 0241 

2 19 

0 0661 

2 46 

6 

00007 

244 

0 001)4 

2 46 

0 0006 

2 44 

0 0090 

2 41 
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Fkbjke 2; Vau* AeoBOiAT 1970-71 IhucB) m ASI-Census Sbciok - jkA-nn i^or' 
West Bengal on All-India, I9S9-I982 

(Rs miHion) 

5643.0 


4862.3 


4081.7 


3.^01 0 

14807 0 28482.0 42157.0 .55832.0 



current and constant prices), changes in 
sales (both at current and constant prices), 
reserves and surplus, or the net worth, 
after allowing for one- to six-year lags, 
consecutively. By contrast, the induced 
investment behaviour of the medium-scale 


189 private and 14 public sector compa¬ 
nies. Another set (out of the ClMM-iist 
of 5,363 manufacturing companies) is 
prepared with tho.se private sector com¬ 
panies in India which do not have any 


plant located in WB. This Mt is r^i;tTedf> 
to as ‘AI’. 

The total number of private sector ^ 
companies (AI) thus comes to 4,974. Of 
these, depending on data available for all 
the years during 1990-96. the size of the 
‘sample’ comes to 953. Similarly, for WB 
the sample size of companies in the private 
sector is 25. 

We use annualised data (at current prices) 
on the following variables: 

K, (GFA) = Gross fixed as.seLs - revalued 
reserves - work-in-progress 
AK = K, - K, , = I (Investment) 

Y, (VOP) = Value of output 

= Sales - indirect taxes + change 
in stocks 

AY/AK = (Y, - Y,_,y(K, - K,„,) 

= Incremental efficiency 
K|_|(Y,/K, - Y,_,/K,_|) = Increase in 

AK (Y,/K, - Y,_,/K,_,) = Increased 
efTiciency on increased GFA 
d(GS)/dt = Annual increa-se in .sales less 
internal transfer 

d(COP)/dt = Annual increase in cost of 
production 


sector, as in the medium-scale chemical 
industry, is found to be more positive.* 
The ‘licence-permit’ raj had perhaps a 
discriminatory impact upon investment 
decisions in VV^. in the sense that WB got 
a disproportionately small share of indus¬ 
trial licences during this period. The raj 
did not have similar impact on all the 
states. Industrial growth rate, in general, 
and in the two selected industries, in parti¬ 
cular, was higher in a few other states than 
the (national) average during the same 
period. As the government controls on 
industries began to weaken from the early 
I98()s, things began to move in a positive 
direction for WB. From Table 1, evidently 
towards the end of the period 1981-82 to 
1993-94, WB’s growth rate for the ASI- 
Faclory sector as a whole had improved. 
In the next section, we shall examine how 
the changed busine.5s environment has been 
effective in changing the corporate 
behaviour in WB. 


rv 

Analysis of Corporate Investment, 
1990-96 

From the CIMM (CMIE) set of compa¬ 
nies, we have prepared a list of426 public 
limited manufacturing companies with 
registered offices in West Bengal (WB). 
Out of these, only those companies have 
been selected which have plants located 
exclusively in WB. This gives us a list of 


Table 6: ELEinncAL Industry in West Bengal (Large-Scale Sector): Results of Trend 

Analysis, 19.59-75 


Dependent Variable 

Eqn 

b 

Sh 

R^ 

DW-Stati.stic 

t-Ratio 

Cross sales 

II 

0.140 

0.011 

0.908 

2.104 

12.626 

Sales at 1961-62 prices 

II 

0.085 

0.011 

0.773 

1.9.54 

7.450 

Investments in GFA 

1 

2154.312 

1046.689 

0 178 

1.219 

2.058 

Investments in plant and 
machinery 

II 

0.111 

0.049 

0.218 

1.467 

2.277 


Noie: Equation (I); Y, = a -i- bl: and equation (11); Y, = ab' 


Table 7: WB and AI - Growth Performance of Private Corporate MANUFAcn^RiNo, 1990-96 


Vanable 

Region 

1991 

1992 

1993 

1994 

1995 

1996 

d(GS)/dt (per cent) 

AI 

17.84 

20.10 

12.26 

16.65 

25.73 

24.01 

d(COP)/dt(per cent) 

AI 

17.26 

21.62 

13..50 

13..5.5 

26.11 

24.60 

d(GSydt(per cent) 

WB 

18.87 

8 41 

20.92 

9.17 

12.03 

24.42 

d(COP)/dt(per cent) 

WB 

16.77 

5.84 

19.26 

11.69 

12.84 

23.78 

1 (Rs million) 

AI 

.5%29 

79974 

117969 

131164 

2.30850 

238022 


WB 

1781 

1648 

1485 

2004 

932 

2150 

Y/K 

AI 

1.66 

1.71 

I..57 

1.51 

1.49 

1.50 


WB 

1.67 

1.56 

1.66 

1.60 

1.71 

1.90 

AY/AK 

AI 

1.92 

2.01 

0.93 

1.23 

1.39 

1.59 


WB 

1..36 

0.82 

2.58 

1.20 

360 

3..34 

P (per cent) 

AI 

15.0 

15.0 

15.0 

15.0 

16.0 

16.0 


WB 

11.0 

12.0 

13.0 

13.0 

17.0 

14.0 

d(P) (per cent) 

AI 

19.0 

16.0 

14.0 

21.0 

19.0 

17.0 


WB 

27.0 

16.0 

21.0 

11.0 

39.0 

2.0 

Expoits as per cent of sales 

AI 

5.66 

6.75 

7.82 

8..32 

8.56 

8.62 

Cause of increa.se in VOP (per 

WB 
cent share) 

4..54 

5.54 

5..58 

6.11 

6.73 

6.90 

Increase in GFA 

AI 

84.27 

82.54 

183.95 

127.85 

108.78 

93.21 


WB 

127.62 

202.47 

60.21 

138.92 

44.50 

51.37 

Increase in E 

AI 

13.67 

14.86 

-68.83 

-23.03 

-6.79 

5..50 


WB 

-23.01 

-88.76 

35.59 

-34 00 

.52.42 

43.11 

Increased E on increased GFA 

AI 

2.06 

2.60 

-15.13 

-4.61 

-1.99 

1.29 


WB 

-4.61 

-13.71 

4.21 

-4.92 

3.08 

5.52 


A/f>re: 'E' stands for efficiency. 
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R = Piolitaf>ilttv (jioss ptolil hilori. 

lj\/inL()nK (iiK I ih.ume iii slocks) 
d(P) - liKicnicntal pioliuhihtv 
MV( haupc in iiu onic 
|\K(>, |/K |)|/A^- t'ontribulion ol 
iniicisiil (iFk to IIk incicasc m 
VOP 

llK, |)(Y/K Y, ,/k, |)|m Shall ol 
olliLii'ni \ IIUleISC to the increase* 
in V()l» 

lAKtY,/K, Y, ,/K, |)1/AY- VOP in 
cicase line to increased elliciencv 
on incieased Cif \ and 
t stands l(ii tunc 

A compaiison ol the lelalivo increase 
in gloss s lies to the cost ol piodiution in 
WB ovii the veirs with lliosc in A1 
shows that gcneiallv N^Rcoipoiatt sectoi 
had a ho'hcr laiio ol gioss sales to cost 


I hus w hi locoiporate sec tor investment 
outside WB grew at the constant rate ot 
29 16 per cent that in WB lemaincd un 
leitain Despite tentativeness ol the cal 
c Illation the liguies almost certainly re- 
Meet the weak propensity to invest in the 
state 

SoMI Kllltt IIO\S ON LfARNINt.-BS 
InVISIMI NT Cosi ot PkoIHK riON, AND 
Growth 

West Bengal has a century old tradition 
ol imxlcrn manutacluring It is then very 
natural to expect that the expencnce with 
pioduction or investment contributes to 
productivity Moreover the learning by 
one producer may raise the pnxluctivity 
ol otheis through a process ot spillovers 
ol knowledge This positive effect of 


experience on ptouucb vuy is caiiea leai n- 
ing-by-domg or, in this case, ieaming-by- 
investment This has been formalised if 
models by Kaldor (1958), Arrow (1962), 
and Romer (1986) In these models, the 
experience with production or investmcn 
contribute to productivity Further, a large 
economy wide capital stock (or a greater 
cumulation of the aggregate of past pro¬ 
duction) improves the level of the tech¬ 
nology tor each producer [Barro and Sala- 
1 Martin 1995] In such a situation, dimin¬ 
ishing returns to capital may not apply in 
the aggregate, and increasing returns arc 
even ptissible So long as capital is mobile 
and labour is practically immobile across 
region/states'’ the I ramework drawn by the 
endogenous giowth theory perhaps is 
applicable to regional analysis 
As a first approximation, we can use 
output-capital latios as a measure ol ef¬ 
ficiency' in a limited sense The /«< rea\e 
in iffuieiu\ (where Y/K, > Y,_,/K, |) 
may result from better capacity utilisa 
turn with the same capital stock at f 
and t-l Hcnte, tntremenlal etfuietuy 
(0 < AY/AK < a) can be a supplementary 
evidence on the (Hitcomc ol uddition in 
capital sttKk In terms ot inireinental effi- 
1 It Hi V the WB firms, on an average seem 
to h.Tve done better in the I ‘>90s, than their 
counterparts in other states (Tabic 7. 
Figures) MoTeo\eTjnirea\edeffiiieni \ on 
imreflrcdC^Ahe.AK(Y,/K,-Y, |/K, ,)] 
and Its contribution to increased VOP was 
higher in WB than A1 private corporate 
sector in most ol the years (Table 7, 
Figure 4) Notwithstanding the rate of 
accumulation of physical capital in WB 
docs not show any steady movement 
(Table 7) 


of pioduction I l.ible 7 cl d(GS)/dt and 
d(COP)/dt loi A1 ind WB. lespcctively) 
The expoit pciloimance of the WB com 
panics(L spot ts .IS percentage of sales) was 
also on the upswing As to profitabilitv 
it W.IS gc iieralls higher in A1 than in WB 
while tin ineremenlal prolitabihly seems 
to be higher in W B than AI in most ol 
the vears However a comparison ot the 
growili ol investment gives the following 
teniativi (due to small number of obscr 
vatioiis) icsulis 

log 1, (All = II 0171 + 0 29164 t 
(129 7161) (101979) 
r’ ^ OOiNl 1)W - 11944 

F(l,4)=-100 lISS ind t ratios within 
patent hescs 

log I, (WB) - 7 14V) 0 01296 1 

(18 6517) ( 0 1622) 

R- ^ -0 2418 DW = 1 1508 
ni.4) .= 1)0261 and t ratios within 
paienthcscs 


rvBI r 8 Pow I A1ION AND SAMn.1 OF PRIVATI CoMBANILS - AI AND WB 


e (1 s Mam Aitivity 


All India 

Population Sample 

West Bengal 
Population Sample 

( he lineals 


792 


166 

26 


7 

Non i leelriL il tn.iehmery 


2S| 


66 

2 


1 

f le'itneal machinery othei than 

I'leelroniLS 208 


S2 

II 


4 

Have* metals* 


S86 


106 

24 


5 

\(it< * meludcs h.isie metal 

and alloy mduslnes and 

metal products and parts Icxeluding 

iiuehinery md irin&purt 

equipment) 






Tabu 9 IwRiMCNrAi 

Efucifnc 

V CoMFARFD IN ScLinTD InDUSTRIFS. WB AND AI 


Industry 

Region 

1991 

1992 

1991 

1994 

1995 

1996 

( he illledls 

AI 

1 04 

2 16 

0 84 

1 21 

1 24 

1 71 


WB 

8 24 

4 S8 

II 76 

4 67 

9 58 

5 57 

Non eleelmal machinery 

AI 

260 

1 88 

1 47 

1 74 

2 86 

2 76 


WB 

0 41 

0 12 

0 51 

1 00 

189 

1 21 

Pleetrual machinery other than 








elei Ironies 

AI 

2 If 

2 62 

2 II 

2 67 

1 14 

2 90 


WB 

661 

10 70 

2 79 

2 11 

2 18 

1 14 

Base mel.lls 

AI 

1 11 

I 88 

0 59 

0 40 

0 68 

1 17 


WB 

t 01 

2 21 

IM 

0 55 

2 42 

2 18 
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.'Hii'niiu> ‘iMtnieAsiHt wtriENCY owimuEAseoUi*A' to 
the ‘Inckrass in VOP’ - AI. WB 



At a more disaggregated level, we select 
the companies (out of the sets of AI and 
WB private sector companies considered) 
whose main activity consisted of produc¬ 
tion of chemicals, non-electrical machin¬ 
ery. electrical machinery other than elec¬ 
tronics. or base metals manufacturing. 
The companies in WB are having plants 
located exclusively in the state, and that at 
AI are having no plant located in WB. The 
siimple constitutes liio.se companies for which 
annuali.scd data arc available [in CMIH, 
CIMM] for all the years during 1990-96. 

A comparison of inrremental efficiency 
in .selected industries in AI and WB, during 
1990-96. shows that WB was in a belter 
position than AI in industries such as 


chemicals, and base metals. For the rest, 
AI shows belter performance than WB 
(Table 9). If the benefit of increased labour 
productivity in the initiating firm spills 
over to all coexisting firms in the industry, 
then WB certainly has comparative ad¬ 
vantage in tho.se industries in which she 
excels. However, there was a steady decline 
in the chemical industry in WB. The total 
employment in the industry (ASI, Factory 
.Sector) in WB that was 42.000 in 1980-81. 
declined to 38,000 in 1985-86, and further 
to 25.(KX) in 199.3-94. Similarly, in the 
base metal industry, while 0.15 million 
were employed in 1980-81 that had de¬ 
clined to 0.138 million in 1985-86 and 
further to 0.129 million in 1993-94. 


■ V ■ 

Conclusion 

Hie decline in WB. at lea.si up to the ' 
1970s, is not explained by the compare- ' 
live infrastructural facilitie.s available. 
The infrastructure development index'* 
prepared by CMIE (1997) show.s that WB. 
in 1993-94, was behind 11 other .states, 
in this respect. But this was not the situ¬ 
ation in 1980-81 (the earlie.si year avail¬ 
able in the Source). Wc.st Bengal tiien was 
among the top seven states while 
Karnataka. Andhra Pradesh and Uttar 
Pradesh, that is, tho.se who managed to 
improve their industrial position suKstan- 
tially in the 1980s. were lagging behind. 

Differential labour productivity acrotss 
states also appears to have limited ex¬ 
planatory capacity. Ray (1997) using ASI- 
data and input-output framework has 
shown that there was negative productiv¬ 
ity growth of the input-bundle to the extent 
of 2.9 percent in 2()oul of 23 states, during 
1969-70-1985-86. The exceptions were 
Gujarat, Chandigarh and As.sam. 

Better capacity to ab.sorb knowledge 
results in differences in growth rates. 
However, such capacity is dependent on 
the institutional features of the economy 
characterised by factors such as the type 
of corporate organisations, forms of politi¬ 
cal leadership, and the relative strength 
of the working class. One institutional 
feature may explain, at least partly, the 
failure of WB to keep up with .some of 
the advanced states. This is the lack of a 
regionally loyal bourgeoisie with close 
ties with the state government. Tamil Nadu. 
AndhraPradeshorGujaratexhibitsastrong 


ApprNDix Tabij:; EsTiMAniU Gkovi im Eoi’ations for Vai cf. Ai>i)F.r> in Manufactiirino in Aij.-India and Wiarr Bfngal 


Region 

Period 

Eqn 

(a) 

RcgFes.sion Coelficiems 

(b) (c) 

R' 

DW 

.SEofReg 

CoV 

AI 

IV47-SK(ii=12l 

(i)" 

264.4688 

13.6861(3 0.370) 


0.63707 

0 87768 

36 3169 

10.6895 



(ID 

5.5970 

0.0.3946(0.00891) 


0 62859 

0.91251 

0 106.54 

1.8.325 



llll) 

5.6788 

- 0.00959(0.0.3072) 

0.(X)446(0.lX)269) 

0.68382 

1.2(8)2 

0 098.30 

1.69076 

WB 

1947-SS 

(1) 

66.1.532 

3.37,34(0.59444) 


0.7.39.36 

1 4267 

7 1085 

8..39I89 



(ID 

4 2122 

0.03906(0.00704) 


0.730.50 

1.5164 

0.08415 

1 90079 



(III) 

4.2780 

- 0.00041(0.02412) 

0,00.3.59(0 00211) 

0 77324 

1.9029 

007719 

1.74357 

AI 

|959-82(n=24) 

(D 

1200.3 

156.18.38(9 3073) 


0.92424 

0.89605 

.315.6246 

10.5.3.31 



(ID 

7.3229 

0.05.327(0.00207) 


0.96634 

1.2758 

0.07025 

0.8853 



HID 

7.3271 

0.05214(0.00817) 

0.00005(0.00034) 

0.96477 

1.27.55 

0.07187 

090566 

WB 

l9.'59-82 

(I) 

.361 6697 

6.8617(1.2441) 


0..56123 

0.699.54 

42.1897 

9.575% 



(ID 

.5.8%4 

0.01.578(0.00285) 


0 56249 

0.67311 

0.0%8 

1.592.58 



(III) 

5.9164 

0.01033(0.01120) 

000024(0.00047) 

0.54714 

0.68058 

0.09848 

162029 

AI 

I9«l-9.t(n=l.3) 

(D 

1327.551.0 

I6(X)40.9( 14124.4) 


0.91.391 

0.92471 

190548,8 

8.32892 



(ID 

14.19.32 

0.06908(0.00409) 


0.95943 

1.4052 

0.05523 

0.37807 



(III) 

14.2413 

0.04286(0.01363) 

0.002(9(0.00109) 

0.96809 

1.88.32 

0.04898 

0,3.353 

WB 

1981-93 

(1) 

140435.7 

4087..5( 1307.0) 


0.422.54 

1.4589 

17632.4 

106888 



(ID 

11.8660 

0.02316(0.00766) 


0.40429 

1.5.345 

0 10.333 

0.8607 



(III) 

11.9519 

- 0.0237(0.02-594) 

0.0039(K0.002()8) 

0.51.506 

1.9720 

0.0932.3 

0.776.59 


Nnies: (I) The figunK in paienthes<» denote the standard errors of regression coefficients. 

(2) For n* 24, k’= I,«Il“ 1-27 andd,, = 1.4.S at 5 per cent level, and 4^= 1.04, djis 1.20 at Ipercem level of significance. 
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contrast with WB (and all the eastern 
Indian states) in this respect 

The Repon(s) of the industrial Planning 
and Licensing Policy [Planning Commis¬ 
sion 1%7| riveal that the industrial in¬ 
vestments by big business houses, in the 
1960s had a regional bias, excepting the 
plantation and extractive industries Most 
of the Ciuiarati investments (eg by the 
houses ol Matatlal Walchand Sarabhai 
Kastuibhai Kilac hand) were cone c ntiated 
in the Maharashtia (jiifarat region the 
Punjabi investments in the Punjab Delhi 
region while investments by the soulhein 
houses (eg C hidambaram Iyengar 
Chcttiar Ramknshna) in confined pri 
manly to the southern legion 1 he laigest 
pait of investments ol the Mai wan indus 
tnal houses (e g Birli JK Bangui Modi 
(loenka Sahu Jain) who replaced ihc 
British III West Bengal manufacturing 
was initialiv lodged in W B and later di 
versified to states coveiing Uttai Pradesh 
Mahatashira Madina Piadesh and 
Bihai 

Despite considerable progress made by 
these business houses over the last t() 
years the region bias generally does not 
show anv symptom ol dihition I his is 
revealed by the list ol MRTP companies 
provided in Contpatn Ntvw and NoU\ 
(August I9‘J()) and the coirespondiiig 
business houses and bv the slatewise 
location ol plants ol the companies as 
given in their Annual Reports (,ind re 
cordedinC MU (TMM)|Bancr|ee 19971 
Apail Irom the high icgional concentra 
tion of investments ol ihe lespective re 
gional houigeoisie it is also appaient that 
by now some ol the Maiwiri business 
houses who made the n piimitive aeeiimu 
lation from inaniil letuiing and plantation 
in this slate have Ihiniied out 

Since the beginning ol the 19X()s almost 
all of the state governments aic in iierce 
competition with one another lui allur 
ing piivate mdustiial capital to then re 
speclivc stales with numerous incentive 
schemes However it seems Ihc regional 
literacy and similar custom particularly 
language and woik ethics, have induced 
indigenous investors to remain confined 
to their respc etive states Both the controls 
over the laboui process and pioximily to 
stale polities plav cnicial roles in the 
technology .ibsorption process and thereby 
in l(Kaiion.il choice West Bengal in 
particulai is allccted because ol non- 
emcrgcncc of an miegiated and regionally 
orientated ciipitalist cliuss The Marwaris 
could neither identify with nor project Ihc 
a&pirations ol Ihe legion, and lobby cKec- 
tivclv with the union government oi Ihe 


financial {^encies controlled by it During 
the post-liberalisation period, market 
lorccs seem to have gathered strength and 
led to a reallocation of the industnal 
resources in different industnal legations 
Nc vei thcless, that could hardly change the 
West Bengal scenano mostly because of 
the underdevelopment of certain nodal 
agents - including the institution of scr- 
sices - even it the ex-ante labour effi- 
c icncy IS higher, or the state government 
(.ikes a direct interest in the development 
ol kiige scale industnes 

Notes 

1 the iccunstituled M.iharashtra and Cuiaral 
togcllKi lonning Ihe province ol Bombay at 
Ihc lime cxcc>cded WB s stock ol capital in 
( Ml sector 

Ihc dcllaloi used Ins been tor the calendar 
veil up to 1971 V and thereafter lor the 
tmanciil scar 

I I tKaiion c|uoiieni (I Q> = (a /J l/i/T) where 
a hinplovimnt in the i ih industry in j th 
region I - 701,11 indusuial employment in 
) Ih region I Aggregate employmenl in the 
I Ih industry at AI ind 7 = Aggregate 
employment in all Ihe industnes at AI and 
wheit 0 S LQ a 

4 We use the SMOr/iic of tmlonex Labour 
Buaau Gol 

s Oflhcse I9helcingallolargeinduslnalhouses 
{Sonnes The ILPIC list and the MRTP list, 
fXp,ittnient of Company Affairs Gol 1978) 

() One company a foreign subsidiary having 
no factory Incited in the stale has been left 
out 

7 ( onsiiluling GfA capiCii work in progress 
investmenis in subsidiaries secunties etc 
and cutrenl assets less cuneni habiliUes and 
provisions 

5 In 1 study on the |ute industry Sen (I9KS) 
using Kendrick s arithmciic measure of 
lot d ticlnr prnduclivitv with data tor the 
|Knod 1971 78 shows that there had been 
dc tiniic impiovcmcnl in labour productivity 
in almost all of Ihe selected 2S julc mills in 
WB in spile of industry s reluctance to invesi 
money 

9 I ahoiii migiaiion is resincted not only by the 
distances to be travelled but also hy Ihc sons 
of Ihe soil strategy in vogue in many of the 
stales 

10 rhe figure for other slates’largely represents 
(iujar.it Karnataka Maharashtia and Tamil 
Nadu given iheir weighloge in the aggregate 
cotpoiuic capital m ihe country 

11 Thirteen indicators h.ive been used like per 
c.ipita clcctncity and petroleum consumption, 
villages electntied letephonc lines per l(X> 
licrsons surfaced roads per I 000 sq km of 
area handlingcapacitvotinajorpoits pnmary 
schixils peril I million of population, pnmary 
he Uth cenircs per 0 I million of population 
etc 

12 1 his kind of bclkiv lour of c ipital can he 
jiiributcd mure to strategic consideration than 
lo consideration of higher return in the short- 
run in Ihe simple manner 
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Calcutta's uitomial Elector 


Changing Pattern of Labour Use 


Ishita Miikbopadhyay 


Calcutta, being a populous city of a third world country, contained a large informal sector of industrial 
activities in colonial times. The trends which were visible in the pre-independence days were reinforced 
in the last 50 post-independence years. A heterogeneous labour force are employed without the sanction 
of labour legislation and they are rising continually in third world urban sites or agglomerates. Both domestic 
and foreign firms have thrived in the city area on the basis of ancillarisation. The paper attempts to trace 
the changing pattern of labour use in this amorphous segment in Calcutta urban agglomerate during the 
last few decades. The all-India industrial scene also revealed an increasing trend of marginalisation and 
casualisation of the labour force. Calcutta has witnessed a spurt in informal activities during the last few 
decades. The city also experienced a difference in policy prescriptions as the state of West Bengal has been 
under Left Front regime during the la.st two decades. Labour organisations are much .stronger in this state 
and labour movements have included the workers in this segment. The paper investigates whether this has 
affected the pattern of labour use in this sector vis-a-vis the rest of the country. 


BY i(s very name, the intormal sector calls 
for a multiplicity of definitions. The 
emerging issues relating to the sector have 
been much debated ones in the literature 
ot economic development during the last 
two decades. Most ot these adopted a 
multi-pronged definition (Oshima 1971; 
Hart l973;Sethuraman 1975;Papola 1980 
and others]. The present paper slicks to 
the definition given by ILO in 1972. Only 
informality with respect to the labour 
market or absence of labour legislation 
seeking to pmtcct labour use is taken as 
a defining characteristic of this .sector 
Unprotected labour is thus conceptually 
placed vts-a-vi.\ its counterpart in the 
formal sector. The coverage of the paper 
is thus the unprotected labour market in 
the Calcutta urban agglomerate (CUA) 
(the definition of CUA is the same as that 
of the census). Section I gives a brief 
description of the global trends in the 
pattern ot labour use in this sector in athird 
world urban agglomerate. Section II tries 
to outline the historical change in the 
pattern of labour use in India, in general, 
and Calcutta in particular as revealed in 
the works of researchers and secondary 
.sources of data. Section HI deals with 
.some of the questions raised by the 
snapshot view provided by the data of 
some primary level surveys. 

I 

Informality or the existence of unpro¬ 
tected labour in the labour market has been 
a concern in the third world cities since 
the I970.S. What was regarded at first as 
unfavourable treatmentof labour was later 
seen as a solution to the problem of use 
of the enormous ‘surplus labour force’ in 
the third world economy. Theoretical 


models had earlier regarded the existence 
of this .sector as an intermediate, transitory 
one. The sector has been depicted as an 
absorbent of labour migrating from rural 
to urban areas. Employment in the urban 
informal sector supposedly increases the 
probability of migrant labour force to get 
a job in the urban formal sector. When this 
population gets employment, the proces.s 
of absorption of labour force ends and the 
informal sector ceases to exist. The 
informal sector has thus been regarded as 
not only an ab.sorbenl, but also an efficient 
absorbent in standard neo-classical 
literature. An autonomous informal sector 
has been projected as an efficient user and 
allcKator of the factors of production and 
hence generator of surplus for reinvest¬ 
ment. The World Development Report 
(1995) echoes the same spirit and provides 
examples from the countries of south Asia, 
and Latin America to show that with 
economic development, the si/e of the 
informal sector tends to shrink. However, 
experience from an extensive list of third 
world countries has dimmed this optimism. 

The urban intormal sector has not only 
survived but has gained strength overtime, 
thus falsifying the stoiy of an ‘imaginary* 
temporary intermediate informal sector 
The informal sector has been the sole 
refugeofthe surplus labourforcc generated 
in the third world economies. Firms 
operating in the formal sector prefer to 
maintain a backyard of informal sector of 
sub-contractors because thereby the parent 
firms pass on some of the risk to the sub¬ 
contracts and they also reap higher profits 
because of absence of labour legis- 
lation.T1ie proponents of widespread sub¬ 
contracting as a remedy to the global trend 
of jobless growth ate ignoring the fact that 


this IS leading to continued pauperisation 
of the woricing class and in effect acting 
as a deterrant to the indasirial growth as 
a whole. The acute poverty of an increasing 
number of people and consequently the 
increase in and self-exploited intensive 
employment does not sp^ of an efficient 
production system. Thus third world urban 
agglomerates witness an impoverished 
informal sector gradually gaining weight 
and accumulating at (he bottom of the 
economy. 

Various conceptualisations of this 
phenomenon have been advanced by 
researchers. Sethuraman (1977), Breman 
(1976) and many others projected a 
strongly heterogeneous, amorphous 
informal sector with differing links with 
the formal sector. The relationship of the 
informal sector with the formalcounterpait 
is executed through interlinkage in the 
product and the factor markets, 'fhere is 
also an implicit presumption of subordi¬ 
nation of the informal sector in the .sense 
that the informal sector suffers from a lack 
of access to resource and product markets. 
Tokman (1976) looks at the inloimal sector 
as a self-contained sector with well-defined 
and significant links with the rest of the 
economy. All of these studies have shown 
that the link with the rest of the economy 
and the internal dynamics of the sector are 
complicated by the presence of hetero¬ 
geneity within the sector iuscif. The hetero¬ 
geneity in the job types and the extent of 
variability in labour use inhibits presenta¬ 
tion of any general conclusions. The formal 
.sector units have spawned a large number 
of backyard workshops where sub-contr*:- 
ting is the dominant mode of labour use. 
This is evident in the footwear production, 
tailoring and many other occupations. 
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Empirical research on many third world 
urban sites has indicated that the extent 
of linkage of this sector with the formal 
sector and the extent of sub-contracting 
depends on the nature of dependence of 
the informal sector regarding working 
capital. Sethuraman (1977) in a study of 
Kumasi (Ghana) found that the informal 
sector’s link with the formal sector is weak 
in the case of coasumcr-oriented gixxis. 
In the.se situations, where there is ab.sencc 
of putting out or .sub-contracting the pattern 
of labour use indicates employment at the 
level of sell-employment. 'I'his category 
of self-employed workers forms the other 
pole of the infomial sector. It consists of 
tho.se units which ate significantly detached 
from the formal sector. The priKCss of 
informalisation has been extended both in 
the lines of aiicillarisation as well as self- 
employment at the two extremities. Hence 
the Worltl Development Report (1995). 
following .Sethuraman (19X4) dc.scribed 
the informal .sector as a continuum, with 
the two extremes mentioned above as two 
ends of the continuum. 

The process of informali.sation has thus 
shown a stnmg global trend with the 
process of industrialisation. I'hc informal 
sector has widened as well as deepened.The 
supply factors msponsihle for this global 
trend have manife.sted thcm.sclvcs through 
increasing unemployment and an increased 
supply of unskilled labour. The process 
of globalisation brought in a .spree of 
foreign direct investment and unbarred 
entry of multinationals and transnationals 
which have incieased the concentration of 
employment ot labour in the informal 
sector. The global scenario has thus set 
the preconditions under which the 
manifestations will be ob.scrvcd in the 
Indian economy, 'flie CGA cannot be an 
exception in this sense. Sections II will 
tiy to trace the path of the process of 
gradual informalisation in the labourfbrce 
of the (T)A from the evidences found in 
the work of various re.searchers. 

II 

l:xperience about the informal sector in 
India is not very different fnim global 
trends. Increasing use of capital intensive 
techniques along with a weak investment 
drive have thrown a large number of 
potential labour force out of the market. 
The last 50 years have witnes.scd an 
increase in the pool of unemployed. Hence 
the informal sector has served as the basis 
of a survival strategy for this growing 
population. The trend of increasing ancil- 
iarisation and sub-contracting increased 
with the globalisation package. The 
investors feel that in certain fields with 


low level of labour andestablishment costs, 
a comparative advantage exists for the 
inforinal sector. This is more evident in 
tlie intermediate manufacturing industries. 
The employment of unprotected labour 
provides the producer with a cost advan¬ 
tage like the cost of setting up proper 
establi.shment under the factory act, costs 
of compensation, and different fonns of 
labour benefits that ate provided in a pro¬ 
tected labour market. This cost advantage 
has been termed as cost efficiency by the 
1 1 rms in the formal sector who sub-contract 
on a wide scale. The more we go towards 
the sub-contracting extremity of the 
continuum of the informal sector, the more 
is this cost advantage appropriated by the 
employer. What has been termed as cost 
advantage by the formal sector is the 
absolute measure of the degree of .self¬ 
exploitation present in the informal sector. 
The impoverishment of the families drive 
them to fixxl-to-mouth situation which is 
expressed in self-desired longer hours of 
work and self-exploitation. This pheno¬ 
menon has been taken advantage of in the 
pnicess of oncillarisation and wide spread 
sub-contracting specially in the manu- 
tucturing .sector has been the practice in 
India. The experience of India in this res¬ 
pect dors not deviate much from the global 
trend de.scribcd in the previous .section. 

It is difficult to decipher a time trend 
ol the variables determining the dynamics 
of the informal .sector.This is not only due 
to dearth of an adequate data set ,but also 
due to the complexity faced in the detlni- 
tion.s. Even if we stick to the definition 
of an unprotected labour market, there is 
hardly any consensus among the resear¬ 
chers regarding the observed stati.stical 
variables defining the term 'unprotected'. 
Again the very nature of the sector is such 
that it is marked by extremcs.Thc sector 
shows variability along its length as well 
as breadth. The variability exi.sts to such 
a great extent that the pattern of labour 
use has been different fur different 
occupations as the relationship between 
the productive forces is being executed 
and manifested in different ways in 
diltercnt occupations. The nature of 
(K'cupatiuns widely indicate the location 
of the particular informal unit with respect 
to the formal sector and the rest of the 
production process. When we deal with 
the que.stion regarding the pattern of labour 
use. it indicates the level of exploitation 
ol the employed labour in this sector. 
Referring to the concept of the continuum 
of the formal with the informal sector, we 
can infer that sub-contracting lies at one 
end of the continuum and the self- 
employed at the other end. Thus, the 


conttnuum ranges from the hi^iest to the 
lowest level of exploitation of employed 
labour. The pattern of labour use also 
indicates the proportion of migrant to non¬ 
migrant labour force in the informal 
occupations as this identity locates the 
individual labourer in the broader class 
category. All these que.stions have been 
answer^ in a fragmented way in the 
existing research. In fact, as the secondary 
data is not congruent with these queries, 
one has to infer from the various sources 
and varieties of data form. Thus, although 
different researchers have used approxi¬ 
mations based on secondary data and differ 
with respect to their methc^ologies, some 
sketches will be presented below regarding 
the pattern of labour use as depicted in 
their work. 

The pattern of labour use in the informal 
sector in a country like India is thas a 
question which has to be answered with 
respect to the continuum of the informal 
sector as depicted earlier. Hic location of 
the sector within the continuum indicates 
the nature of the process of informalisation. 
The predominating presence of sub¬ 
contracting speaks of subordination and 
bondage of the informal units; whereas the 
predominating presence of the self- 
employed units implies a weak subordi¬ 
nation. Due to inadequacy of secondary 
data which have impeded research and the 
formulation of firm conclusions in the 
above area, one has to work with proxy 
variables in this respect. 

The proxy variables which serve as a 
tlrst approximation to the pcxil of infor¬ 
mally employed labour arc the pool of 
unorganised labour force in the different 
induslries,marginal labour force employed 
together with household labour force 
employed in the various home-based occu¬ 
pations. Existing literature has used all of 
these sources to analyse informal labour 
forceemployed in the industriesof Calcutta 
and other cities of India. An idea about 
informal sector units can be obtained from 
the directory of manufacturing enterprises 
(OME) and own account enterprises 
(OAE).Thc two ends of (he continuum 
referred to in the earlier section correspond 
broadly to the fact that household labour, 
self-employed units, OAE belong to the 
.self-employed category as a whole and the 
rest including the DME fail in the category 
of the sub-contracting units. Hence .some 
indication regarding the level of exploi¬ 
tation can be obtained by linking at the 
proportional weightage of (he two ends of 
(he continuum as depicted from the 
secondary data and the existing research. 

Kundu (1993) concluded from the data 
on OAE, DME, non-directory manu- 
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factumigeitter|mses(M)Mb)eo9k^^ 
opportuoitiesinthefonnalin^lrial sector 
has been diminishmg day by day, but the 
informal sector has been expanding .The 
trade unions of the country are aware of 
this phenomenon as a broad class of infor¬ 
mal employees are not unionised. Lack of 
organisation of employed labour has 
accentuated the process of informalisation 
(ending towards pauperisation of the labour 
force. Gapasin and Yates (1997) referred 
to this as the general global trend. Capital 
in the formal sector has been exploiting 
the opportunity of non-unioniscd labour 
force and extending Ute process of infor¬ 
malisation, and marginalisation. 

The national figures are not outliers in 
the broad global trend of the proce.s$ of 
informalisation. The global trend of 
extensive sub-contracting can also be seen 
in the Indian context. There is consensus 
among the researchers that the units in 
unorganised sector have increased during 
(he last two decades. In this paper we focus 
our attention towards the CU A, one domi¬ 
nant urban agglomerate in the state of 
West Bengal. As the data on informal 
sector IS mostly based on primary sample 
surveys, the data emerging from the studies 
of various re.scarchcrs are non-aimparabie. 
Hence it is not po.ssible to analy.se a time 
trend of the specific vanables determining 
the dynamics of the informal sector. Here, 
we will try to take several snap .shot views 
of the various studies and then try to infer 
a time trend by joining up the snap shots. 

The earliest literature on Calcutta's 
informal .sector can be found from the 
study conducted by Bose (1974) and Lubell 
(1974. 1978). Bo.sc's study was made in 
the context of West Bengal State Planning 
Board’s propo.sal f nr a comprehen.si ve area 
development programme for moderni¬ 
sation of agriculture in rural West Bengal. 
Bo.se (1974) reported a pilot survey of 
informal enterprises in the slums of 
Calcutta and Howrah carried out during 
the .summer of 1973 by the Calcutta urban 
services consortium. Ibis was the starting 
point of analysis on Calcutta’s informal 
segment as this study identified the 
coverage and the occupations falling under 
the sector. Banncrjce (1982) assesed the 
coverage of the .sector by measuring the 
gap between the total labour force and the 
organised employment. This provided a 
potential spread of the sector during the 
last decade. The conclusion was that 
although urban population was growing 
at a slower rate in West Bengid compared 
to the other states, the informal sector was 
expanding in the city at a faster rate.The 
di versi fication in the job types of the sectoi 
was aLsoexpanding. This not only indicated 


that the poor lived quitely [Bannetjee 
1982], but also proved emerging frontiers 
of new job types in the city, which was 
not matched in the all-India scenario. But 
the country was also experiencing the 
process of informalisation of industrial 
activities. Ibe difference of West Bengal 
and particularly the city of Calcutta is the 
gradual horizontal expansion of the sector 
along thedifferent occupational lines.They 
catered for goods of regular as well as low- 
priority transitional demands. Mukheijee 
and Racine (1981) made a study on the 
pavement dwellers of the city. ITiey mostly 
earn their living by working in the informal 
sector.Thc poor of the city in this segment 
are the ones who It vc without the necessities 
of life. They shift job types and the .scope 
III diversification in informal activities are 
pronounced. They mostly include migrant 
labour force, either coming from other 
districts of the state or other states. 
Dasgupta (1991) in her study found the 
city to be an outlier in the dynamism of 
third world urban sites. She found per¬ 
sistence of stagnation in the context of 
growing rural-urban dispanty as the reason 
lor expansion of the informal sector in the 
city. Without the assistance of foreign and 
indu.strial capilai, diversification of 
activities and petty trading was the only 
way out for the poor in the city. As the 
migration from within the state itself 
declined with the rural side becoming 
prosperous due to the success of the land 
reforms prognunme initiated by the Left 
Front the migrants from outside the state, 
found it easy to switch over from one job 
type to another of this sector as the 
opportunities expanded. This was probably 
the reason which was responsible for 
Dasgupta’s (1991) ob.scrvation that the 
scope of petty trading has been expanding 
in the city. It is debatable whether this has 
added to the prosperity of the city or not. 

WhilcBannerjee( 1982), Mukheijee and 
Racine (1981) expressed hope in the way 
the poor have been able to make a living, 
despite their exploitation in temi.c of low 
wage rates, Dasgupta (1991) did not look 
at the sector as an expanding scope of 
activity. The difference can be explained 
if one refers to the continuum of infonnal 
sector activities. Banneijee (1982), Muk- 
hcijee and Racine (1981) were looking at 
mostly the self-employed workers. But 
Dasgu{^ (1991) was looking at mostly 
sub-contracted labour force. Petty trading 
include the hawkers and peddlers who are 
indebted to the formal traders and big 
shops and establishments in a sub-contract¬ 
ing arrangement. The big traders diversify 
their product sale through the sub¬ 
contracting arrangement as this maximises 


their profits. Hence the petty tradeis have 
always been experiencing a high degree 
of exploitation than the self-employed 
workers. Probably this is the reason why 
eviction of hawkers from the existing sites 
and rehabilitation of the same stalls 
elsewhere witness tremendous protests 
from the big shops and establishments. It 
has also been observed that these shops 
and establishinentsdelink themselves from 
the sub-contracted hawkers it they move 
over to the rehabilitated .sites. Only those 
who arc self-employed can afford to move 
over to the new sites. This tells a story of 
continued pauperisation of the hawkers by 
the big trading class. 

Wide description of the sector can be 
obtained from the studies of Roinatet 
(1983), Bandopadhyay (1990), Goswami 
(1990) and Datla (1990). Romatet (1981) 
examined the validity of the existence of 
the informal sector in the city. This study 
identified the variation in the relationship 
between capital and labour in the different 
occupations and job types m the informal 
sector in the city. The difference depicted 
in the study was observed between the 
tailoring industry, tanneries, plastic 
industry and the slum indu.stries. While 
the former three reported sub-contracting 
arrangements, some parts of the slum 
industries were found to fail in the self- 
employed sector. The variety was also 
found by Oatta (1990). Bandopadhyay 
(1990) reported mo.stly on the categories 
of se If-cmploycd among the informal sector 
workers. The working hours of these 
workers repoitedly approximated eight 
hours a day, in spite of low earnings. This 
segment of the workforce was also found 
to be a beneficiary in the state aided 
development projccts.The slum and 
pavement dwellers were also found in this 
study to be comprising of mostly migrant 
labour force. Goswami (1995) reported 
high rate of migrants arriving in the city 
both from inside as well as from outside 
the state during the two decades following 
I9SS. The high influx meant a forced 
expansion in the job types and a higter 
degree of informalisation of industrial 
activities. 

Although the studies were not explicit, 
it can be weakly infened (any inference 
of the informal .sector has to be a weak 
inferem^ due to definitional anomalies) 
that the sub-contracting activities predomi¬ 
nated the informal sector of thecity during 
the first two decades after independence. 
Whatever evidence of expansion of the 
self-employed activities can be found was 
a phenomenon of the decade of the 1980s. 
For the decade of the 1990s, wc can infer 
some conclusions on the basis of a survey 
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undertaken by the West Bengal state 
planning board. Thi.s was undertaken in 
the context of the preparation of a per¬ 
spective plan lor the city for 2011. Hie 
informal sector was found to be con¬ 
centrated in six city areas. 

Tables 1. 2. and 3 show the results of 
the primary survey undertaken by the West 
Bengal .state planning board (I for six 
city areas in the CUA. This study alsi> 
found the Calcutta agglomerate be a 
significant site of the informalisation 
process not only in terms of si/c and 
magnitude, but also in terms of variability 
in occupations and labour employment. 
Although the survey .suffers Irom non- 
comparability with the earlier studies as 
welt as the present paiierdue to definitional 
anomaly, we can have weak inferences. 
The .study categorised the workforce as 
working in the formal, informal, self- 
employed. and unemployed with odd jobs 
category. The category of the informal 
sector lot> includes some self-employed 
workers Again the workers who arc 
generally unemployed but employed in 
odd jobs are also sell-employed Hence 
we make a modification of the results of 
the survey and pre.sent the inferences based 
on the tw«> categoiies sub-contracted 
labour and sell-employed labour force. 
The sub-contracted laNiur foice can be 
obtained from mostly those employed in 
the informal sector 

Table 1 clearly shows that except in two 
city areas, the number of .self-employed 
exceeds that of sub-contracted labour force. 
Table 2 and Table 3 conclude that the 
income earnings potential is better for the 
self-employed than the sub-contracted 
labour foice. Higher ranges of incomes are 
mostly earned by the .self-employed. This 
again shows that the upper end of the 
continuum with weakest links with the 
formal.sector are the lc.ssexploited section. 
Mukhopadhyay 11994> also found differ¬ 
ential capacity of shock absorption in the 
two categories of informal .sector segment. 
The sub-contracted sector was more 
financially hit by the Calcutta riots in 1992 
than the self-employed sector. All the above 
studies speak of »fi vergencc in the propriety 
of the suh-contiacted sector and the self- 
employed sector although both arc parts 
of the informal sector. 

The .state ol West Bengal and hence the 
city ol Calcutta clearly shows a break with 
respect to the dynamics of the informal 
sector. While the first few decades alter 
independence saw expansion of mostly 
sub-contracted labour force, the later 
decades were marked by a tremendous rise 
in the activities of .self-employed labour 
force. The reason for lhi.s departure in the 


behaviour of the state con be attributed 
purely to the departure in the economic 
policies and intervention by the state 
government. The state has been currently 
pa.ssing through the regime of Left Front, 
a coalition of left political parties led by 
Communist Party of India (Marxist) which 
ushered in a process of development 
involving the people. This implied a new 
paradigm for the process of development. 
Strong labour movements have led to more 
and more unionisation and thus the resistant 
movement (o tlie mentioned process of 
marginali.salion and pauperisation of the 
Indian working class could be organised 
m this state with state patronage and 
initiative. Left Front government in the 
slate stressed on development through 
people's participation and people had a 
I ole to choose the occupations in the frame¬ 
work of the decentralised institutions like 
rural panchayats. In the context of rising 
unemployment and closed and sick 
industrial units, the only way in which 
swelling unemployed labour can survive 
IS through the spread of self-employed 
occupatioas. This required a proce.ss of 
marketisation of the existing economic 
organisations. Urban surplus labour took 
refuge to the self-employment programmes 
the govenimcnt gave incentive. 

The state government introduced the 
sell-employment scheme for registered 
unemployed in 1985. The districts of 
C'alcutta. 24 Parganas and Howrah fell 
under the scheme. The .scheme assisted the 
unemployed in taking up projects which 
are economically viable. Twenty-two 
banks participated in the scheme with 
assistance being shared by banks and the 
slate government. This steadily created 
increased mandays in the self-employed 
sector of the informal labour segment. 
This policy parameter is partially re.sponsi- 
ble fortliespurt in.sclf-cmployed activities 
during the last decade. 

rrru. the trade union front of CPI{M), 
has emphasised organising the informal 
employees during the last decade. One of 
their demands has been to be put under 
legislation and thus complete the liqui¬ 
dation of the status of informality CTTU 
m their reports have stated some problems 
to unioni.se this category of the working 
class. As they come from heterogeneous 
|ob types, they do nm reach unanimity in 
tlieirdcmands. They arc mo.st often offering 
sea.sonal services in the informal sector 
whereas they tend to retain some major 
occupations. ITiis has been mostly true in 
the case of migrants from the class of small 
pea.sants. Modernisation and development 
ol agricultural activities, with diversified 
rural production have decreased the flow 


ofrural migrants to the inban area. Hence 
those who migrate, only do so with the 
expectation of an increased income coming 
from both sources. They were not pushed 
out of land but pulled towards the un¬ 
protected labour marlcet. Difficulties in 
unionising this segment have been reported 
as they fail in a class Q^pe with acongruence 
of dissimilarclass alignment and interests. 
But in the case of non-migrants or non- 
agricultural migrants, unionisation can 
resist the pauperisation process. This spurt 
of activity in the self-employed sphere 
during the last decade has made it an 
outlier to the global as well as the national 
trend. The trend revealed by the'data of 
manufacturing and repair excluding the 
DME units and the same data including 
the DME units or in other words the proxy 
variables for the self-employed sector and 
the total informal sector as found by Kundu 
(1993) show that the trend is reverse in 
the country as a whole. It can hence be 
stated the trend was otherwise to some 
extent in the city of Calcutta. 

It is distinctly clear that in the city of 
Calcutta the sub-contracting units differ 
with the self-employed units in terms of 
the degree of exploitation of workers and 
bondage to the firms located within the 
formal sector. The latter includes both 
private, public as well as multinational 
firms. Although evidence from many 


Table I: .Sharit or Iniormal Sbtior inTofal 
W oRKFORCi, CAininA, 1990 


City Area 

Sub-contracting Selt-Empluyment 

Dumdum 


2I.S5 

33.51 

Beliaghata 


28.89 

.33.6 

Bhowanipur 

.36 8 

28.4 

Baghaitttin 


19 It 

31 73 

Bchala 


39.12 

30.12 


Tarix 2: Income IJisiribution of 


SUB-CONTRACTFD LABOUR AND SELF-EmFLOVMF.NT 

IN Six Oty Areas of CMA (1990) 

Income 

Class 

Sub-contracted 

Labour 

.Self- 

Employment 

0-100 


386 

581 

101-200 


764 

941 

201-400 


2113 

1704 

401-600 


2062 

1513 

601-800 


1055 

1005 

801-1000 


661 

919 

1001 and above 

582 

1942 


Table 3; Income. Distribution of 
SUB-CONTRATTEU LABOUR AND S(XF-EMPLOYED 

IN Six City Areas of CMA in Percentage 
Terms(I990> 

Type Income Class (Per Monthi 

0-400 401-800 801-above 


Sub-coniracled 40 40 20 

Self-employed 23 34 43 
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countnes have shown that the sub* 
contracung units can also be very large 
and can provide better facilities to labour, 
this was not experienced m the city of 
Calcutta This can be explained by the fact 
that the hrst few decades after indcpcn 
dence was severely marked with a slower 
pace of industnalisalion in the state Thus 
with the general decline in industrial 
production the attached sub-contracting 
firms too were impoverished It is during 
the later years that this declining trend was 
attempted to be icsisted thniugh setting 
up sell employment programmes Diversi 
lication of industrial activities as well as 
the urge to live despite acute unemploy 
ment and poverty saw no way out except 
to go lor more and mure sell employment 
piogrammcs This is leflccted m better 
woikiiig conditions and job oppurtunitics 
tor the sell employed who increased in 
numbei during the lalci decades Thus the 
(xtcntol margin ilisation and pauperisation 
has di f tci cd witii icspcct to sub contiacting 
units and the self employed units in the 
stale rmplos ed labouris suh)e'cl to higher 
dcgice otesploitationincascol sub eoni 
laitmg This is why m the miormal sector 
ot C aleutta we lind the prosperous ones 
among the sell employed segments This 
explains the ditlercnt intuitions obtained 
regarding the inlormal sector in Cakuttt' 
in the studies ol the different rescaichers 

III 

I he issues elaborated in the earlier 
seciions aie now illustiated through the 
obtained usuits ol a piiniaty field survey 
undertaken in six areas ol eoncenlialion 
ol the informal sectoi m the Cn4 Ihe 
sample covered 478 workers engaged in 
different lorms ol inlormal oeeupations 
1 he oeeupations weie eategonsed into 38 
lobtvpes They meludebothself employed 
workers and woikers employed in sub 
eontiaeting amngemenls [he job types 
have been eategonsed according to oeeu 
pational types so that in some categories 
we find concentration ot sell employed 
woi kers and in othe rs there is eoneenti ation 
ol sub-eontraeted labour fable 4 shows 
the bahavioui of the ditlcniig job types 
with respect to I ibour use 
The observations that follow from the 
above tables are 

(i) the informal sector has mostly thrived 
on non migrant labour and labourers who 
have migrated from outside West Bengal 

(ii) tlie units failing in the categoiy of 
plastic malenals rubber products, wood 
manufacture tailoring shops, hosiery 
(ganjee)factory gnil manufacturing, elect¬ 
rical units, and embroidery employ non- 
migrant labour to a large extent The 


mentioned occupations dominated by 
self-employed labour, 

(ill) migrant labour in the informal units 
baldly originate wtthtn the state, 

(iv) unskilled labour dominate in lUl the 
occupations. 

(V) the job types with self-employed wor¬ 
kers as a dominant category are the types 
numbered 10 11 12. 16, 17, 18 19. 20, 
21, 22. 23 24.23,27, 28, 30, 33, 34, 35. 
36 and 37 They predominate in terms of 
employment opportunities and employ¬ 
ment of both migrant and non migrant 
labour They constitute 21 job types among 
Ihe 38 chosen Hence they aie the ones 
who are mostly seen throughout the infor 
mal employment categoncs in Calcutta 
Among the other inferences of the pn 
niary survey, it was found that the retain ^ 
ment ot pre^uct sales within the unit itself 
was almost nil in the case of sub contract 
ing unit but was substantial in the self 
employed sector Although there was 
hardly any difference with respect to the 
e xpenditure on consumption items by both 


sectiDosof workers, the marked difference 
was noticed with respect to the earmngs 
The self-employed workers appeared much 
well-off thiui the sub-contracted ones 
When asked the question whether they 
would prefer to shift to the formal sector 
jobs, almost all of the sub-contracted labour 
foae answered in the afflrmative, while 
there was mixed reactions in the self- 
employed category When we traced the 
ongin of the migrants, they mostly hailed 
from the unemployed pool ot rural youth 
from other states Regarding their past 
occupations, we found that those who 
were earlier employed or even maintam 
links till now, either were small or middle 
peasants but other occupations or class 
types were hardly observed 
The survey thus concludes that although 
the influx from the rural areas have 
decreased over the decades in Calcutta 
migration from other slates has swelled 
the pool in the city The reason is the 
asymmeinc growth ol the rural sector in 
the state of West Bengal during the f^eft 


Tabu 4 PmtfkmiI' I aboi r in Cmti nx IvroRMAi Sbctor - 1996 


PiodULl Name 

Migr itid 

f-roni VVB Outsidi WB 

Non Migrated Unskilled 

Skilled 

PI ivtic 

S 

4 

22 

27 

4 

Rubber 

12 

8 

30 

46 

4 

C,finding slab 

4 

6 

1 

II 

0 

Spring 

2 

S 

1 

8 

0 

Wilt 

t 

2 

1 

S 

1 

Shot 

1 

2 

2 

S 

0 

Motor parts 

x 

8 

22 

to 

8 

Wood furniture 

s 

s 

14 

17 

2 

( loth ti idus 

1 

2 

s 

10 

0 

Mationsiy shop 

1 

2 

2 

S 

0 

Siller ol Sniiks 

1 

1 

1 

3 

0 

Bag silki 

1 

2 

1 

4 

0 

OiniLL liLiory 

1 

S 

7 

II 

2 

1 itlor 

6 

8 

2i 

36 

2 

Oiill m4mulaLtunng 

S 

2 

6 

6 

s 

Hail lulling 

0 

0 

1 

1 

0 

Printing 

1 

2 

1 

6 

0 

Hnilorni maker 

0 

2 

4 

6 

0 

M iihini diy iliuiers 

0 

0 

8 

7 

1 

riiitnial 

s 

4 

16 

16 

9 

Buck sillir 

1 

0 

1 

2 

0 

< yili apiinng 

1 

2 

s 

8 

0 

Laundry 

0 

2 

6 

8 

0 

Hardwiti goods sill 

0 

0 

1 

1 

0 

lleioritei 

1 

1 

6 

10 

0 

1 latlier goods 

1 

S 

2 

7 

1 

Tea gardens 

1 

0 

4 

S 

0 

L ammaiion 

0 

1 

1 

4 

1 

III n works 

2 

4 

1 

6 

1 

Tabic tan stand 

1 

0 

S 

6 

0 

lilephoiie pans 

0 

0 

1 

0 

1 

Lngineenng goods 

1 

1 

7 

2 

7 

Pieiision |ob 

0 

0 

1 

0 

1 

hinbroidary 

19 

10 

31 

31 

2 

Dress maicnal 

10 

6 

26 

40 

2 

Taxi dnver 


S 

3 

0 

II 

Garage 

K 

2 

1 

Ii 

0 

Seller ot nui bolts 

1 

S 

1 

s 

0 


no 

III 

279 

406 
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Front regime relative to the other neigh¬ 
bouring states. This is due to successful 
implementation of land reforms pro¬ 
gramme in the state of West Bengal during 
the Left Front regime. The self-employed 
have gradually turned out to be the domi¬ 
nant .segment in the informal sector em¬ 
ployees. This is attributable both to state 
policies as well as strong labour move¬ 
ments. The self employed on an average 
was found to be better off than .sub-cont¬ 
racted labour. So an alternative in the .state 
has been to promote self-employment to 
safeguard people against unemployment 
and marginali.saiion of employment. But 
this alternative was only tor .survival, not 
for better labour standards as revealed 
from the data on extensive u.se of unskilled 
labour. 

The tale of the informal sector in the city 
of Calcutta has thus been a talc ol .survival 
of the poor in the best way possible in the 
backdrop of the global trend of pauperi¬ 
sation ofthe workingcla.s.s. .Spurt of activity 
in the self-employed sphere with .state 
assistance is the kind ol peculiarity experi¬ 
enced during the last decade in the city. 
Stnmg labour movements supplemented 
the process. Thus the nature and pattern 
of labour use in the city have been a 
procc.s.s of reallocation of labour lorce in 
favour of the self-employed labour force 
so that the poorunskilled labour can survive 
even within a recessionary trend in the 
industrial sector. 

{The research was funded by a UGC sponsored 
major research pro|ect on ‘Pn>hlem.s of Viabihly 
of Infonnal .Sector in the City of Calculta’ The 
author is indebted to Ainiya Bagchi for valuable 
suggestions. Thu author is also indebted to Atanu 
Thakurand Nandini Ghose for providing research 
assistance and giaduatc students ol the departmeni 
of economics for assistant c in field work The 
issues of .Shramik Andolon. the organ of CITU. 
West Bengal state cuinmiticc were of immense 
help However, the author herself is responsible 
for the emirs | 
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Bank Credit, Ontpnt and Bank Deposits in 
West Bengal and Selected States 


Pramb Kumar Das 
PradipMaiti 


The purpose ofthu paper is three-fold First, it analyses the movement of credit-deposit ratios of commercial 
banks in West Bengal from 1972 71 to 1993-94 and compares these ratios with those for a few selected 
states Second, the authors examine to what extent credit advanced by banks has helped economic growth 
in the state, i onsidering once again the comparable situation in some other states Finally, the influence 
of income otiginating in a state on deposit mobilisation there is explored 


I 

Introduction 

THE mli»l commcicul banks m promot¬ 
ing (.Lonomic development has always 
bt cn a debatable proposition in India The 
question has been raised particularly in the 
context ot West Bengal where it is alleged 
that eoinincreial banks show surprising 
reluctance to advance credit to units or 
individuals located in the state To put it 
concretely the so called credit deposit 
ratios (I e CD nitios) ot branches ol 
comnicrci il banks in West Bengal have 
remained at temarkably low levels in com 
paiison with those observed in some cco 
nomicallv more advanced states (Table 2) 
But the allegation that the low credit 
deposit ratio is because ot a supply failure 
may not however be tustificd since there 
could he a number ol reasons why C D 
ratio ofa bank might be low TlieC D ratio 
ot a state may be high toi example, it the 
underdeveloped nature of the state keeps 
deposit mobilisation at a low level Simi 
larly alowC D ratio may only reflect the 
availabihtv ot othei sources ot ciedit or 
more spcciticaliy low demand tor bank 
credit toi productive purposes A low 
r D ratio may also result from the unwill 
I ngness on the part of the banks to advance 
loans in a state tor the low creditworthi 
ness ot the entapreneurs ot that state 
The purpose ot the present paper is 
three told First, we seek to analyse the 
movement ol (average) C-D ratios of 
uimmercial banks in West Bengal during 
the pcitod from 1972 73 to 1993 94 We 
have confined our analysis to the post- 
nationalisation period Howevei, the 
movement ot C-D ratios tor West Bengal 
will also be comp ii d with the same for 
a tew selected stai This exercise is done 

in Section III white Section n investigates 
the implication ind importance of this 
ratio in a stale States have been selected 
from all over India, some ot the states are 
economically more advanced while some 
are backward The states selected arc as 
follows Andhra Pradesh, Gujarat, Kerala, 


Maharashtra, Onssa, Punjab, Tamil Nadu, 
UttarPradesh and West Bengal Secondly, 
we try to examine to what extent the credit 
ads anced by commercial banks which are 
mainly short term in nature has helped 
economic growth in the state Although 
our main focus is on the West Bengal 
economy we try to carry out this exercise 
tor a tew other states as well in Section IV 
finally Section V explores the influence 
ol income originating in a state i e net 
state domestic product (SDP) on deposit 
mobilisation of commertial banks in that 
state Section VI makes concluding obser¬ 
vations 

n 

Implications of C-D Ratios 
of Banks 

Commercial banks generally give short¬ 
term credit to concerns to meet their 
working capital requirements However, 
the type of data available on bank deposits 
and bank credit in India docs not enable 
one to find out how much of the deposits 
mobilised by a bank or by all banks to- 
gethci in a state is advanced as credit to 
concerns located in that state The credit 
advanced by a bank office located in one 
logion of a state may well be utilised in 
another region of the same state or even 
in regions of other stales In other words, 
there may be inflow or outflow of credit 
horn one state to another, but not revealed 
by the data sources 


Not much literature is there on the extent 
ofsuch credit migration in India However, 
It IS generally argued that as the centralised 
financing involves transaction cost, com¬ 
panies prefer to have finance made avail¬ 
able at the place ot utilisation and hence 
that the extent of migration of credit from 
Us place of sanction to its place of utilisation 
IS likely to dimmish, as the financial 
infrastructure improves We have in fact 
some data in support of this contention 
Tyagarajan and Saoji (1977) computed 
the extent of such credit migration for the 
year 1974 while Chatteijcc, Bhattacharya 
and Gayen (1997) sought to estimate such 
figures for three years 1992, 1993 and 
1994 Tyagarajan and Saoji (1979) esu- 
mated that the total outflow of credit was 
about 19 per cent of overall credit but 
observed that credit migration was largely 
I estneted to four major metropolitan cities 
of Bombay Calcutta. Delhi and Madras 
Chatteijee et al (1997) considered data 
given in part A of Banking Statistics 
Basic Statistical Returns published by the 
Reserve Bank of India Tlie data relate to 
accounts with individual credit limits of 
over Rs 25 000 With the assumption that 
the economic activities ot the small bor¬ 
rowers would be financed mainly by local 
fund while credit that migrates is likely 
to flow mainly into large accounts, they 
observed that the migration of credit in the 
major states had become mere uniform 
between 1974 and 1994 In Table I, we 


Tabu= I Oumow AND Inhow ch- Bank Credit From and To a State as Pfrc fntagt or 
Totai Bank CRi-oir - Suroro Stau-s and Sclected Years 


Stale Percentage of Total Bank Credit Percentage ot Total Bank Credit 

Sanctioned in a State Migrating Utilised in a State Flowing in 
to Other States from Other States 

1974 1992 1994 1992 1994 


Andhra Pradesh 

02 

1 6 

09 

13 

27 

Oujarat 

06 

09 

1 0 

10 9 

86 

Kerala 

04 

1 4 

07 

1 1 

1 5 

Maharashtra 

95 

74 

50 

1 0 

06 

Onssa 

0 1 

09 

01 

6 1 

50 

Punjab 

06 

1 2 

07 

na 

53 

Tamil Nadu 

3S 

66 

1 1 

2 1 

1 9 

Uttar Pradesh 

02 

09 

09 

10 5 

II 5 

West Bengal 

II 8 

59 

5 5 

1 5 

1 1 
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piesent thi.iritata lor the years 1974 1992 
and 1994 Wc tmd that except lor West 
Bengal (pailicularly in 1974) and 
Maharasliiia such credit migration was 
nol piupoiiionatelv signiticanl Chatterjee 
ct al (1997) ilso computed the share ot 
inllou ol credit tiomotherstatesinthc total 
Ludit utilised in a state lot some years in 
the I99()s In Table 1 wealsoprese'iitsueh 
data toi two vears 1992 and 1994 We 
find that except possibly for Ciupirat and 
UP such shaies were not veiy high ' 
We may thus conclude that so tai as 
West Bengal and a lew other states (se 


li ctedhere)areeonccmed whatcvci credit 
has been advanced by banks in a given 
state has mostly been utilised in that state 
or whatever amount ot bank credit has 
been utilised m a given state has come 
mainly Irom credit sanctioned by batiks 
in that state ’ 

III 

C -D Ratios in West Bengal: 

All-India and Selected States 

It may be noted that earlier RBI used 
to publish figures of stcKks of credit and 
deposits tor two time points in a year \ i/ 


end of June and end of December From 
1990 onwards such figures are available 
only as at the end of March of a year For 
the sake ot comparability of C-D ratios 
across different years, we liave estimated 
the end-of-Marc h figures ot stocks ot credit 
and deposit for earlier years by taking a 
simple arithmetic mean of the end-of-June 
and the end of December figures of the 
corresponding stock (e g. the amount of 
deposit at the end of March 1975 is es¬ 
timated as the simple anthmetic mean of 
deposit at the end of December 1974 and 
that at the end ol June 1975) 

The average C-D ratios lor all branches 
of commeaial banks taken together in 
each selected state as well as in all-India 
are presented in lable 2 for all the years 
duiing the penod under study This table 
also gives average ratios over three sub- 
penods, viz 1972 71 to 1979 80 1980-81 
to 1989 9{)and 1990-91 to 1991 94 These 
ratios are shown in Figuies I 3 tor West 
Bengal Maharashtra Tamil Nadu Uttar 
Pradesh Punj<ib Orissa and all India 
The behavioui of these ratios overtime 
and acniss states reveals a number of 
interesting observations f irsl over the 
period under study the C D ratio displays 
unambiguously a downwaid trend for 
every state Such declining tendency is 
quite sharp tor some states c g West 
Bengal and Kerala Second there is con 
siderabic variation in C D ratios across 


1crif2 Aviraii < tlKsiiosoi Ail Commirciai Banks for Sflectto Siatfs asd Au lM)iA(l972 7t lotWt'M) 

(PiI lint) 


Yeir 

Andhrs Pridesh 

Gujar ii 

Kerala 

Msharashtra Oiissa 

Punjab 

lainil Nadu Utiar Pradesh Wcsi Bengal 

All India 

T57T7I “ 

0 8S0 

0 S88 

07iT 

0 850 

0 526 

0 179 

1 III 

0 445 

0 785 

07)1 

1071 74 

0 840 

0 611 

0 708 

0 8SS 

0 549 

0 429 

1 072 

0 486 

0 797 

0 7S6 

1974 7S 

0 798 

0 610 

0 702 

0 844 

0511 

0 405 

1 075 

0 466 

0 717 

0 712 

197S 76 

0 7S6 

0 S92 

0 677 

0 827 

0515 

0 84 

1 079 

0 708 

0 751 

075) 

1976 77 

0 72S 

0SS4 

0 614 

0 778 

0 570 

0187 

1 002 

0 419 

0 677 

0 729 

1977 7S 

0 70S 

0S12 

0 628 

0 756 

0 608 

0 400 

0 922 

0 458 

0 617 

0 698 

1978 79 

()7ls 

OS 10 

0()49 

0 768 

0 607 

0 407 

0 886 

0 451 

0 621 

0 685 

1979 80 

0 72S 

0S44 

0 689 

0 782 

0 622 

0417 

0 921 

0 447 

0 605 

0671 

I98U 81 

0718 

0S48 

0 701 

0 786 

0 678 

0 416 

0 957 

0 461 

0 575 

0 669 

1981 82 

0 697 

0S1 

0 68S 

0 812 

0 748 

0 436 

0 942 

0 461 

0 580 

0 671 

1982 81 

0 716 

0St8 

0(.9I 

0 910 

0 845 

0 484 

0918 

0 487 

0 5s1 

0 682 

1981 84 

0 760 

0SI8 

0 680 

0 980 

0 856 

0 602 

0 876 

0 475 

0 5)6 

0 685 

1984 8S 

0 744 

0SI6 

0 640 

0 898 

0 814 

0 578 

0 814 

0 445 

0 522 

0 65) 

198S 86 

0 7S1 

0S2S 

0 617 

0 78S 

0 848 

0 462 

0 855 

0 418 

0 486 

0 609 

1986 87 

0 749 

()S28 

0 661 

0714 

0 889 

0417 

0 9(K) 

0 184 

0 484 

0 582 

1987 88 

0 7S9 

0 528 

0 6S7 

0 691 

0 962 

0411 

0 941 

0 18 

0 508 

0 581 

1988 89 

0 792 

()5S2 

0 619 

0 69S 

1)941 

0 427 

0 964 

0 191 

0 5S1 

0 601 

1989 90 

0 801 

0 S71 

0 609 

0710 

0 786 

0 446 

0 966 

0 426 

0 547 

0 614 

1990 91 

0 8(K) 

0S48 

0 SSO 

0 656 

0 691 

0 418 

0 927 

0 416 

I) 529 

0 596 

1991 92 

0 798 

0 S27 

0 488 

0 621 

0 679 

0 422 

0 875 

0 419 

0 516 

0 581 

1992 91 

0 747 

0 491 

0 4s 1 

0 598 

0 611 

0 406 

0 812 

0192 

0 498 

0 564 

1991 94 

0 707 

0 460 

0 440 

0 564 

0 601 

0 196 

0 825 

0 172 

0 459 

0 541 

Average lor the siih penod 










1972 71 to 1981 82 ()7S1 

0 564 

0 679 

0 807 

0 594 

0 408 

0 997 

0 456 

0 671 

|7(I5 


(0 0S6) 

(0 011) 

(0 Oil) 

(0 017) 

(0 076) 

(0 021) 

(0 081) 

(0 014) 

(0 082) 

M } ’9) 

1982-81 to 1989 90 0 762 

0 S12 

0 6S2 

0 801 

0 870 

0 478 

0 906 

0 426 

(>5ss 

0 626 


(0 021) 

(0 02) 

(0 026) 

(0 118) 

(0 058) 

(0 071) 

(0 049) 

(0 041) 

(0 029) 

(0 041) 

1990 91 to IW 94 0 761 

0 507 

0 482 

0610 

0 651 

0416 

0 867 

0 405 

0 505 

0 571 


(0021) 

(0 02) 

(0 026) 

(0 118) 

(0 058) 

(0 071) 

(0 (M9) 

(0(HI) 

(0 029) 

(0 041) 

Average fur the 

0 758 

0S42 

0 611 

0 769 

0 705 

0 415 

0 94 

0 416 

0 589 

0 652 

enrire period 

(0 041) 

(0 166) 

(0 08) 

(0 107) 

(0 144) 

(0 056) 

(0 081) 

(0 014) 

(0 098) 

(0 062) 


Nine Figunss in parentheses goe the standard deviations ofthe C U ratios for the corresponding penod 
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Fkiure 2: AvcRAne C-D Ratio ran Tamil Naixi. UP and All-India (I972-73 to 1993*94) 



FhiPrf 1 Aviram C-D Ratio for Orissa. Pi'niab and Au.-India (1972-7.3 to 1993-94) 



states For instance, the C-D i atio for West 
Bengal ha.s remained at a lower level than 
that for all-lndia since the second halt of 
the 1970s while that for Maharashtra or 
Tamil Nadu is found to be much above 
the all-India average throughout the pe- 
niHl (Tabic 2 and Figure I). Again, the 
r-I> ratio for Gujarat or Uttar Pradesh is 
found to have remained not only below 
the all India average, but at a low level 
also throughout the entire period. Third, 
there is considerable variation in C-D ratios 
across ihc different regions of a state. For 
each state the RBI publishes figures of 
ciediis and deposits by population size 
and considers (or this purpose three such 
regions ot a state, viz, rural, semi-urban 
and urhan/mciropolitan areas. The popu¬ 
lation groupwise average C-D ratios for 
all the nine states considered here and all- 
India are given in Table 3. In general, the 
C-D ratios arc highest for the urban/ 
metropolitan area and lowest for the semi- 
urban area. All the population groupwise 
average C-D ratios of West Bengal are 


lower than the corresponding ratios for 
all-India. The population groupwise C-D 
ratios for West Bengal and all-India for 
the period 1972-73 to 1993-94 are shown 
in Figures 4 and S. As is evident from the 
figures C-D ratio for semi-urban areas of 
both West Bengal and all-India had more 
or less remained stable while that for the 
rural areas first show a rising and then a 
falling tendency. The C-D ratio for urban/ 
metropolitan areas of West Bengal and 
all-India show a downward trend through¬ 
out the period. These observations are in 
general true for the other states too. 

IV 

Effect of Bank Credit on 
Production of a State 

The literature on development econom¬ 
ics emphasises the role of money and 
credit in a way significantiy different from 
that usually observed in developed coun¬ 
tries. The most important difference, it is 
argued, arises due to the differoice in the 
operation of the transmission mechanism 


between the real and financial sectors in 
these economies. The financial sector, or 
to be mote specific, the organised part of 
the financial sector (which is the most 
important part of the financial sector in 
an LDC like India) is directly or indirectly 
controlled by the government - directly 
through the operation of the public sector 
banks and non-banking financial institu¬ 
tions and indirectly through the different 
stipulations of the central bank. The policy 
of the central bank that is supposed to 
affect the financial sector most is the one 
relating to the rates of interest on banks’ 
depo.sits as well as their lending which are 
completely administered in these'econo- 
mies. Even if there is no central bank 
regulation on the deposit or lending rates 
of banks as is the case in this new era of 
financial liberalisation in many LDCs 
including India, these rates fail to be market 
clearing, owing to the presence of various 
kinds of imperfection in the credit market 
as discus.sed in Stiglitz and Weiss 1981 
and others. As a result, the rate of interest 
can hardly be considered as the variable 
which adjusts to equilibrate the demand 
for loans with the supply of loans. This 
then gives rise to cither excess demand lor 
credit or excess supply [see e g. Blinder 
1987; Blinder and Stiglitz 1983; Rakshit 
1982, 1987, 1989; Taylor 1983]. In these 
studies it is, however, argued that because 
of the relatively low level of interest rate 
prevailing in developing economies there 
is a generalised excess demand for credit 
and hence, that it is through the allocation 
of credit that the financial sector affects 


Table 3- Population Groupwlse Averaoe C-D 
Ratios for Each of -niF Sfxelted States and 
Au.-India (1972-73 ro 1993-94) 


State 

Rural 

Semi- Urban/Meiro- 
Urban politan 

Andhra 

1.0.3.30 

0.6851 

07124 

Pradesh 

(0 1.3024) 

(0 0434) 

(00681) 

Gujarat 

0.4379 

0 4395 

06289 


(0.10.30) 

(0 0478) 

(0.11.55) 

Kerala 

0.6250 

0.4844 

0 9024 


(0 0787) 

(0.0619) 

(0.1188) 

Maharashtra 

0.73.39 

0.5080 

0.5714 


(0.0579) 

(0.0455) 

(0 1215) 

Orissa 

0 9045 

0 6169 

0.6494 


(0.3309) 

(0.0845) 

(0.12.38) 

Punjab 

0..3S3I 

0 4253 

0.4876 


(0.0977) 

(0.10.37) 

(0.0461) 

Tamil Nadu 

0.9710 

0 70.56 

1.0223 


(0.0973) 

(0.0581) 

(0 0920) 

Unar Pradesh 

0.4701 

0.4266 

0 4216 


(0.0582) 

(0.0388) 

(0.0422) 

West Bengal 

0.3740 

U.23.30 

0.6641 


(0.1130) 

(0 0297) 

(0.1214) 

AlHndia 

0.5813 

0.4811 

0.7187 


(0.0549) 

(0.0346) 

(0.0910) 


Note-. Figures in parentheses are the standard 
deviations of the corresponding C-D ratios 
for the entire period. 
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Rouks 4: PoruuTUN Gkouiwoe AvniAOE CD Ratio fcm Wtsr Bbmal (i972<-73 To 1993^) 



FkiIm 5 I’oMriAntiNGROiiwiM Avt-RA(<i C-I) Raik) K)R Au-India (1972-73 TO 199V94) 



the real sector ol an economy. 

There arc two u.scs of credit - (i) credit 
requirement lor working capital and 
(ii) credit requirement for investment in 
fixcdcapitaUDas 1995,1997], The former 
IS often called the short-term requirement 
ot credit and the latter, the long-term re¬ 
quirement. In the lormal credit markets in 
India it is mainly the commercial bank.s 
which advance such short-term loans to 
the producers. And in the LDC literature 
it IS the availability of such short-term 
loans which is generally treated as a factor 
constraining total production. 

Let us then pose the central que.stion as 
follows: to what extent has the volume of 
bank credit utilised in a state helped to 
finance productive activities in the area, 
i e, to generate state domestic product? 
There is a crucial relation between credit 
for working capital and current produc¬ 
tion in less developed countries and par¬ 
ticularly in countries like India where ci^it 
is supposed to be a constraining factor. In 
agriculture which accounts fora large share 


ot domestic product of any state, the use 
ot various inputs (e g, hired labour, 
tertiliser, pesticides, etc) is crucially de¬ 
pendent on the availability of the required 
amount of credit to the farmer at the right 
time. Producing units in the other sectors 
too have to depend heavily on outside 
credit for meeting their working capital 
requirements. In such ca.scs the output of 
a producing unit may be less than the 
profit-maximising or capacity output and 
be determined by the amount of credit 
obtained by the firm (Rakshit 1987]. One 
may thus postulate; 

Y = Y (C) ...(I) 

where the dependent variable is the ag¬ 
gregate output of a state, and the explana¬ 
tory variable is the (real value of) credit/ 
loan available in the state for production 
purposes.' Ifthe ratioof output price index 
to input price index remains stable over 
time, then the relation can be expressed 
in terms of the same variables at current 
prices. Therefore, let Y stand for SDP of 
a state at current prices in a year and C 


for the average stock of banketedit tMilised 
by that state in that year. It may be noted 
thatinacredit-omstrainedsituation neither 
tlw rate of interest nor the output price 
would have any effect on the volume of 
outpta and, as we have observed earlier, 
credit-constrained situation is supposed to 
be the most likely situation in various 
states in India. 

The relation (I) postulates that output 
(a flow variable) depends on the amount 
of production loan (a stock variable). 
Agriculture is characterised by mainly a 
point-input-point-output production pro¬ 
cess and hence the credit which is required 
to finance the cost of variable inputs is to 
be made availabic/advanced at the begin¬ 
ning. In manufacturing .sector where a 
tiow-input-tlow-output production process 
predominates, the working capital to be 
held may approximate the value of stock 
of inventories and money balances re¬ 
quired for monitoring the flow of output 
at a given level [Rakshit 1987:14]. 

In our empirical exercise we shall take 
C to be the amount of credit flowing from 
the organised market, in particular the 
commercial banks. One may ask; why .ire 
self-financing and the amount ot credit 
from the unorganised credit market (pre¬ 
sumably at an intere.st rate higher than that 
charged by banks) not included in the total 
credit available to the pnxlucing units? 
The obvious reason is that we have data 
on neither the amount of own fund utilised 
nor that of credit flowing from the 
unorganised market. However, one may 
presume that the larger the volume of bank 
credit available, other things remaining 
unchanged, larger would be the stock of 
\ ariable inputs which could be maintained 
by the producers and hence the larger 
would be its flow of output.^ 

l£t us now turn to the results of our 
empirical exercises. Two observations are 
to made at the begining. The first one 
relates to the data on credit used (C). Since 
C should be the average holding of bank 
credit by the producers in a year, we have 
estimated such average holding by taking 
a simple arithmetic mean of the two 
corresponding end-of-March figures of 
stock of bank credit.-^ (It is only the latter 
which are published by the RBI). The 
second observation is regarding the em¬ 
pirical counterpart of the relation (I) which 
is defined in terms of the real variables, 
i e, the volume of inputs purchased with 
the amount of credit obtained and real 
output. It is, however, very difficult, if not 
impossible, to get statewise indices of 
prices of goods produced or of inputs 
used. Of course, the ratio of out|mt prices 
to input prices is likely to remain stable 
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throughout tor eavh state.** in which case 
the lelaiion (I) may be expressed in terms 
of nominal values ot vanabics also lliat 
IS what we havcconsidcied in ourempiri- 
eal oxertises in which we have used SDP 
(or NDP) at cunent puces tor Y and 
nominal credit loi C 
We Inst considered a linear regression 
ol SDP ol a Slate in a year on the .ivciaee 
stock ol hank cicdit advanced in that stale 
in that year ^ Ihe resulis wcie hiehiv 
satislacloiy - loi cMch slate R* was viiy 
high esltmaieil coellicionis weic signifi 
cant and DW siatisiic was satistactorv 
However Ihe coiielalion between two 
absoliiie \ alues ol time senes variables may 
heniisk.icling \\c iheielore turncdloihe 
lineal legiession ol the lirsi diltcienceot 
SDP ol a slate (i e AY = Y - Y ,) on the 
first dillcience ol hank cicdit advanced in 
thatstitcfic A( -( C ,) Iheiegies 
Sionlesulis iic lepoiicdm rable4loieac h 
state as well as all India 
rosuinmaiiselheiesultsgivenin lable 4 
wcnoie liistotall that malliheeqtiations 
the values ol R- aie leasonablv good 
consideiine Ihe tad that these aic the 
rcsults toi the Inst dilleiciices Ihe coet 
licient ol A ( IS positive .mil liighiv sig 
niticani in each c isc Second Ihe esii 
m lied coet I Idem ol AT shows some I but 
not milch) vaii.itioii .icross the states In 
most c asc s Ihe cik’I I icieni assumes a \ aluc 
around I Ihiid we have tried regression 
equ.ilions iiiivolvmg first difleiences ol 
the vaiiables) both with intercept and 
without intercept In geneial Ihe lesulls 
aie bi'tter m the latter case and wc have 
leported onlv these results m l.ible 4 
Poiirth an examination ol Ihe sc ittei 
diagiani between vcai to vcai eh mgos m 
.SDP and b.mk ciedil (i e A SDPand A C ) 
lore.ich stale sec ms lo mdicale some kind 
ol slnidiiial bieak m Ihe iclation m 1001 
piesumablv owing lo the economic 
liheralisaiioii and siiiidmal ad|iisimeni 
piogiammes adopted since that veai Wc 
Ihereloie mlioducedan mtcrccpldummv 
D lo capture ihis elicct the value of D is 
taken lo he I lor each >eai Irom 1001 to 
1004 and 0 otheiwise Ihe introduction 
ol this dummv improves the lesults con- 
siderablv foi some slates (like 
Mahar.ishiia F uml N.idu etc) the value 
ol R* IS pidty high exceeding even 0 8 
The values of DW statistu arc also sat 
Isfacloi v III most c. ISC’S and otcouise the 
coefficient of (first ditlerence ot) credit is 
significant in all cases 
Wc thus find that there aie icasons to 
believe lhal ihe .imouni ot hank ciedit 
advanced in a state had exerted a signitn 
cant effect on tlwidtoput priKtuccd in that 
state SuchJiktionship held m most of the 


Tabij- 4 ExTiMArEo Linear Reoression op Chance in SDP (NDP) on Change in Bank OiBurr 
(wirHoin/wrm Dcmmv). Selected Staits and All*India 


Stale’ 

Estimated Coefheient of 

Change in Credit Iniereept Duinmy(D) 


D-W 

Aiidhn Pradesh 

169 (S SI) 


010 

1 74 


217(141) 

149S9I 7 (1 18) 

0S2 

2 10 

1 lujar II 

191 (5 S9) 


0 10 

1 62 

2 8S(19S| 

210716 4 (2 7S) 

0 47 

2 16 

Keril 1 

2 XX (9 6X) 


0 61 

1 6S 


2 IS (6 82) 

89687 0 (1 SI) 

0 7S 

2 SS 

M ih ir ishtra 

1 XX (S6S) 

1 1)2 (101) 

7S91619 (1 88) 

OSS 

1 11 

Oiissa 

4X1 (4 74) 


0 19 

1 81 


4 01 (2 65) 

89999 1 (2 6S) 

0 18 

2 97 

Piiiil ih 

1 80 (6 60) 


0 11 

1 10 

2S2 (S 17) 

I8S48S1 (4 66) 

0 66 

2 16 

1 jiiiil N idu 

2 29 (h 14) 


0 S2 

0 89 


1 SS (7 48) 

29S70I 8 (S 94) 

0 82 

1 92 

1 11 ir Pi ule h 

S 11 (7 98) 


0 41 

.1 28 


180(8 14) 

4()6S24 S (S 66) 

0 77 

2 17 

West Heng.d 

2 80 (S 84) 


0 10 

1 02 

1 94 (147) 

281211 1 (181) 

0 46 

1 4(i 

Ml hull I 

1 18 (10 SI) 


0 61 

1 12 


2 48 (7 9S) 

1144606 0 (4 14) 

0 80 

1 41 


\ tt rile iigurcs III paiinihcscs arc the t ratios of the concspi i cling cocllicicnts 


I Mill S I siiMxii I) I isr \K Kri.RissKiN or Fiow III Bask I>pti'.iis os SDP I \r Ci HMNr Pruis) 

Fimi and Dummv 



h-stii 

IlKlltd ChlI 

lieient ul 

-'DT 

iT 


M He 

Intercept 

SDP 

Tiihc 

D W 

Siidhra Pridesh 

14)4f. S 

0 041 



0 82S 

1 77 


(1 67) 

(9 77) 






10716 4 

()04S 


21718 9 

0 821 

2 2S 


(1 12) 

(7S4) 


(-0 9) 




-18919 1 

OOlS 

6172 6 


0 89S 

2 17 


( 1 691 

(1 96) 

(170) 





19128 8 

0 012 

6S46 8 

106190 

0 890 

2 I1 


I 1 68) 

(1 12) 

(147) 

(0 46) 



( III n il 

f816 0 

0 061 



0 807 

1 29 


(041) 

(9 21) 






lOIOI 8 

0 OKI 


80107 0 

0 8S1 

2 07 


( 0 88) 

(9 01) 


( 2 62) 




19869 9 

(lots 

S117 2 


0 810 

1 12 


(-1 17) 

(2 ID 

(1 89) 





1S094 2 

0 070 

1499 1 

68S29 7 

0 846 

1 99 


I 091) 

(3 69) 

(0 44) 

( 1 68) 



Kci ala 

14998 7 

0 121 



0 8S0 

1 69 


(-1 SI) 

(10 67) 






I9SSK 8 

0 111 


24428 8 

()8S1 

1 XS 


( 1 74) 

(8 0) 


I OSS) 




14990 4 

0 121 

1 8S 


0 841 

1 69 


I 0 98) 

(4 07) 

( 0 0007) 





14016 8 

0 1S6 

I6S8 1 

14941S 

0 841 

1 99 


( 0 97) 

(149) 

( OSS) 

( 0 99) 



Malur ishtra 

886 921 

0 112 



0 667 

0 997 


(001) 

(6 42) 






imss 2 

0 172 


6817178 

0 821 

2 IK) 


( 1 981 

(8 90) 


(-4 IS) 




11S261 4 

0 0S« 

246S7 9 


0 690 

0 990 


(-1 22) 

(1 47) 

(1 52) 





-7S499 1 

0 197 

8S()1 2 

-74814 t 

0814 

1 91 


( 0 86) 

(4 (H)) 

1 OSS) 

( 161) 



(irissa 

427 OS 

0 011 



0 767 

0 990 


(0 IS) 

(8 18) 






1181 1 

0 (U1 


2020S 2 

0 842 

2 49 


(-1 22) 

(9 47) 


(-1 17) 




-6716 8 

0(M)9 

1727 0 


0 814 

1 14 


(-1 72) 

(0 90) 

(2 40) 





62119 

0 028 

91844 

-1S8S4 2 

0 847 

2 22 


I 1 74) 

(2 20) 

(1 21) 

t 2 20) 



Ptini lb 

I194S7 

0 061 



0812 

1 26 


(1 S2) 

(9 IS) 






1818 9 

0 076 


-4S22I 2 

0 819 

2 21 


(0 46) 

(8 4S) 


(-2 OS) 




1664S0 

0 017 

S929 7 


0X91 

1 91 


( 1 7S) 

(I 29) 

(186) 





-16241 8 

0 021 

SS9I 8 

-6841 0 

0 886 

207 


I 1 6S) 

(1 OS) 

(2 88) 

1-0 11) 




(Omtd) 
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Tarlc 5: EniMATEO Unm* SieoksssioN. w Plow (w Sank Dckmits ()n $DP <Ar C^«0rr Pmcbs), 
'Time AND Dummy (Contd) 


states considered heie and certainly at the 
all-India level. 


.State 

Estimated Coefficient of 
Inicrcept SDP Time 

Dl 

• > 

R* 

D-W 

Tamil Nadu 

11048.4 

0.060 



0.708 

1.09 


(0.68) 

(7.04) 






-1140.^.4 

0.084 


-137.507.4 

0.810 

2.31 


(-0.77) 

(8.4.3) 


(-.3.34) 




-30748.0 

0.024 

7983.4 


0.749 

1.18 


(-1.20) 

(1.14) 

(2.02) 





-20847.4 

0.071 

2286.5 

-12285.3 

0.802 

2.18 


(-0.40) 

(2.69) 

(0..54) 

(-2.41) 



Uttar Pradesh 

I6.SXI.I 

0.048 



0.813 

1.62 


(1.01) 

(4..34) 






642.27 

0.0.57 


-92465.4 

0.846 

2.22 


(0.04) 

(4.13) 


(-2.2.5) 




-40.347.3 

0.009 

1.3079.4 


0.885 

1.68 


(-1.47) 

(0.80) 

t.3..S7) 





-38482.2 

0 014 

11043.3 

-.39044.5 

0.884 

2.15 


(-1.86) 

(1.23) 

(2 63) 

(-0.9.5) 



West Bcagul 

71073 

0.071 



0.829 

1.92 

(0.47) 

(441) 






-2224.4 

0 079 


-51217 7 

0.835 

2..54 


(-0.14) 

(8 29) 


(-1.29) 




-22860.6 

0.0.37 

7389.6 


0.849 

2.05 


(-1.07) 

(1.88) 

il 87) 





-22313 4 

0.045 

1.304.1 

-21048.5 

0 842 

2.29 


(-1.02) 

(1.68) 

11 .36) 

(-0 47) 



All-India 

.35661.6 

0.065 



0.836 

1 .30 


(0 20) 

(10.15) 






•178148.5 

0.080 


-I2I.S713.0 

0 875 

2.42 


(-1.0) 

(10 10) 


(-2.6.3) 




-404857 6 

0 034 

‘•4942 9 


0 861 

1.45 


(-1 51) 

(2 13) 

(2.11) 





■ .345(X)3.1 

0.061 

46.591.8 

-9.35044 1 

0.874 

2 23 


(-1..34) 

(2 75) 

(0 90) 

(-1 67) 




Nntr Figures iii the |>sii'enlhe>iCN are the corrc<i|)<)ii(linj! l-ralios. 


Tabu 6. Esiimatkd RecAi'sskin oi- Change in nil Flow oh Bank l)Fi>nsiT<! on Change in SDP 
(AT OiRRKNT PrHISI \ND DuMMV 


•State 

Intercept 

Change in SOP 

Dl 


D-W 

Andhra Pradesh 

17404 5 

-0.048 


0 17 

1.86 


(2.36) 

(-2.19) 





1754.5 3 

-0.053 

9096 0 

0.13 

1.71 


(2..33) 

(-2.11) 

(0.43) 



Oiiiarai 


0.109 

-109137.6 

0.54 

2.00 



(4 0) 

(-4 88) 



Kerala 


0.079 


0 04 

1 26 



(1.17) 






0.185 

-74891.8 

0.35 

2.31 



(2.88) 

(-8.75) 



Maharashtra 


-0.041 


0 01 

0.87 



(-0.65) 






0 241 

-7334.36.6 

0 80 

2.29 



(5.64) 

(-8.75) 



Orissa 


0.020 

-10406.9 

0.12 

2.39 



(1.29) 

(-2.03) 



Punjab 


0.043 

-31385.9 

0.015 

2.43 



(1.13) 

(-1.56) 



Tamil Nadu 

17806.3 

-4).()6I 


0.07 

1.35 


(1.22) 

(-1.16) 






0.083 

-128870.9 

0.46 

2.31 



(2..38) 

(-4.19) 



Uttar Pradesh 

24079.2 

-0.045 


0.019 

1.83 


(I.S6) 

t-l.l7) 





21849.8 

-0.025 

-38661.5 

0.031 

2.24 


(1.41) 

(-0.61) 

(-I.II) 



West Bengal 

.30648.6 

-0.104 


0.087 

1.74 


(1.84) 

(-1.68) 





28479.2 

-0.083 

-22911.4 

0.05 

I 99 


(1.63) 

(-I.II) 

(-0..54) 



All-India 


0.067 

11890.39.0 

0.253 

2.45 



(2.00) 

(-2.95) 




Note: FiguncA in the parentheses are the t-nitios of the corresponding cocfricienl.s. 


V 

Relatkm between SDP and a State’s 
Incremental Bank Deposit 

Bank deposits arc held mostly by house¬ 
holds and arccloscly related to theirsaving 
behaviour. Pre.sumably, the single most 
important determinant of savings is in¬ 
come. It may be noted lhai the saving 
behaviour of an individual involves two 
types of decisions. First, what would be 
one’s total volume of savings in a given 
period? Second, what are the alternative 
assets in the form of which one would 
keep one's .savings, particularly financial 
savings. The bank deposits are a leading 
form of such financial assets. We consider 
here total hank deposits, i e. the sum of 
demand and time deposits. A pan of this 
total is obviously held lor tran.sactions 
purpo.se.s. But another pan may be treated 
as saving.s. The holding of both types of 
deposits will primarily depend on one’s 
income. However, the holding of bank 
deposits, panicularly time deposits, may 
also depend on other factors, viz. the rela¬ 
tive rates of return on alternative financial 
assets. One such relevant rate of return is 
that on post office deposit. However, rates 
of interest on bank deposits and post ot fice 
deposits were both admini.stercd in India 
at least up to the early 1990s and further, 
the relative rates of return on these two 
types ordeposit.s had remained quite stable 
over the years. In our empirical exercises 
wc have failed to find any effect of relative 
rates of interest on holding of bank de¬ 
posits and the explanation may be found 
in 'he observed stability* in the relative 
ratesofretumonalternative financial as.sets. 

Coming now to an analysis of our 
empirical results we note, first of all, that 
the linear regre.ssinn of flow of bank deposit 
(A D)’ on SDP and time (as a second 
regressor) yielded very good results for 
each .state (and also for all-India). In all 
cases was extremely high and SDP was 
highly significant. DW-.statistic was around 
2 in most ca.scs signifying absence of autiv 
coirelation. However, the coefficient of time 
was not significant except in the ca.se of a 
couple of states. We al-soainsidcred another 
set of regression which additionally in¬ 
cluded an intercept dummy DI. An examin¬ 
ation of the scatter diagram reveals that 
there is .some structural change in the scatter 
since 1992-93 onwards.'” So the dummy 
in this case is defined as 1 for 1992-93 and 
1993-94 and 0 otherwise. In .some cases 
introduction of D1 improves the results. 

We next considered linear regression of 
the first difference of A D on tlic first 


10R7 


Economic and Political Weekly November 21, 1998 



difterence of SDP for each state. Here the 
regression results are not very good 
(Table 6) For a few states like AP, UP, 
West Bengal etc the results are pretty 
bad For other states the coci ficicnt of SDP 
IS significant and the DW statistic shows 
absence ot auto correlation However, the 
overall explanation is not very satisfac¬ 
tory Presumably, SDP may not be a very 
good indicator ot disposable income oi the 
residents of a state as migration ot income 
earners across states is very common I wo 
more results are to be mentioned First, 
the coellicicnt ol SDP varied from 0 ) to 
0 6 lor all slates consideied here (except 
forKeiala) Second ihevalueol R-isveiy 
high tor Keiala 

VI 

Concluding Observations 

We stalled oui discussion with an analv 
SIS oi intortemixrral and aiemporal vaiia 
tion in (' D laiios ol commerciai Kinks 
inditleient states in India during the ix'ikkI 
from 1972 7^ thiough 199^ 94 I wo 
observations stand out t learlv f irsi the 
r D ratio displays a downward trend toi 
every slate Second theie is considerable 
vaiiation in C D latios not only across the 
diflereni slates but acioss the dilteient 
regions ol a gi\en slate .is well C’onsid 
ering West Bengal in particular its C D 
lalio has icniained below the all India 
average except in the lirsi lew years ot the 
I97()s However. West Bengal cannot be 
singled out m this regard, as this particular 
leature is shaied bv UP, Guiaral and even 
Punjab I o summai ise the other results ot 
our study we lindijuantitiesol bank credit 
to have posiiive and signilicant ellects in 
most sutes (In one or two stales the lesults 
aie not salistacloiy in tci ms ol all the usual 
econometric crileiia) .Since these results 
were obtained through regression evcrciscs. 
one may argue that without some causality 
tests in addition, they do not conclusively 
establish the existence ol a causal link 
liom the legiessoi(s) to the a'grcssand 
We submit th.it these are only preliminary 
tindings which point to the likely con 
stiainls on production imposed by the 
availability ot bank c redit m various states 
The implication is that had a state been 
.idvanced a I irger amount ot bank credit 
Its total pioduction would have been 
higher Ot course a hilly satislactory analy¬ 
sis ot the issue would also require the. 
setting up ol a small simultaneous equa 
tions model in w hich not only the ettcct 
ot credit on pnxluc turn, but the impact ot a 
state’s production on its demand for credit 
IS to be taken into account in addition 

We conclude our discu.ssion by noting 
one more observation We have consid¬ 


ered here a relation boween aggregate 
production and aggregate bank credit 
advanced in a state Obviously, bank credit 
will affect outputs of different sectors (e g, 
agnculturc,manutactunng,etc)diifercntly, 
depending on the extent ot requirement 
ot outside credit m these sectors and the 
stringency oi the terms and conditions on 
which they can get non-bank credit In 
other words, the output-credit relation at 
the aggregate level is bound to be a non¬ 
linear relation, gi ven that the same relation 
at the sectoral level can hardly be ot 
identical natuie The ideal solution would, 
ot course, be to examine this relation at the 
seitoial level However, such a detailed 
exercise has not been attempted here 

Notes 

I thi. study has been londuLlcd jointly al the 
((.nlit tor Studies in SolijI Sciences Calcutta 
ind Indian St.iiistic il Institute Calcutta Authors 
in Ihjnklul lo Aniiy iBj”chi DijiankarCnunduu 
mil Mihir Rakshii for their useful comments ] 

1 It m IV he iiKnliontd that such shams ol inflow 
ol credit wcie quite high tor some states like 
Assam.md Il.aivana Su Chaltcoeeetal (1997) 

2 ( hallericc cl ai 1 1997) also computed what 
mas be called mohility indices to measure 
the extent of interstate credit migration Such 
index was calculated on the basis ot a (square) 
mainx P = Ip ) showing credit migration 
.icinss si lies anJ/or a (squaiei mainx Q = (q^) 
giving inicrsiate inflow of cndil where p^ is 
the proportion ot credit sanctioned m the i-lh 
St lie that has been utilised in the j th state 
md q IS ihe proportion of cmdit utilised in 
a stale that has been advanced by banks in 
ihc I til Slate Using ihe index proposed by 
Shoriocks (1978) they computed Shorrocks 
index ol migration ol credit which was oh 
sc rved lo hive coint down from 0 076 tn 1976 
lot)0S9 in 1992and funherlo0OSKm 1994 

) We Ignore the sectoral distnhulion ot the 
iggmgate output here 

t It iiuy be pointed out Ihil the aggregate 
pioduction tunctioii such as (11 presumes an 
unchanged sectoral distnbution of output at 
a given set of relative prices Utherwise. a 
given aiiiouni of credit in.iy correspond to 
dillerent levels of aggregate outjiul 
i Thus C lor Ihe year 1974 is the average of 
figures ot bank credit as on the end of March 
1974 and I97S 

6 Wi have some mdiaci evidence for such 
stabilily at the all India level The .mnual 
issues of National Accounts Statislus 
published by ( SO Government ol India give 
figures of tiDP dillator and deflator for 
changes in stocks The estimated correlation 
cocfricient between these two senes for the 
penod under consideration is as high as 0 97 


7 T7mngmHOttteq!Udaiaiiaf0iMI»M$$tudy 
are esBimiied by the 0L5 methoil. 

8 The comiattoD coefficiefll between the rare 
of interest on bonk deposits and thai on the 
small savings is estimated to be 09 

9 D IS rtefined lo be the (nominal) amount of 
additional deposits mobilised by conuneruoi 
banks m a stiue in a year Thus if D,^ and 

are the amounts ol deposits as on end 
or March 1974 and 1975 respectively, the 
flow of bonk deposits dunng the financial 
year 1974-75 is given by 

10 It may be noted that so far as the mobilisaiion 
of bank deposits was concerned the eflects 
of liberalisation started to he felt only since 
1992 The financial market witnessed 
introduction of many alternative modes of 
saving instruinenLs Further rates of return on 
hank deposits as well as other saving 
instniincnis were made free Thue there Itad 
been a clear change ol icgimc 
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^ince inception, PNB has pursued modernity with a view to enhance efficiency, in order to serve the 
customer better. Today, as information technology drives the worldforward, PNB is on thefbnfhmt, with its 
multi-pronged modernisation drive, with the olyective ofbeit^progressive, strong and a tethnology driven bank 

serving the largest and caring for the smaUest customer. 


• 220 fully computerised branches 

• 205 partially computerised branches 

• 71 branches connected through SWIFT for 
international financial messaging 

• 90 offices connected with NICNET 
(National Informatics Centre Network) 

• 3 ATMs under SPNS network. More being 
installed with combo connectivity in different 
cities 

• Active participation in RBI VSAT project 

• Remote access facilities, Telebanking 


• The only nationalised bank with EDI (Electronic 
Data Interchange) linkage between PNB branch 
at New Customs House, Delhi and Customs 
Department. Similar facilities now also at 
CONCOR, Tughlakabad and ICD, Patparganj, 
New Delhi 

• Actively participating in the RBI's Inter and Intra 
branch Electronic Funds Transfer (EFT) scheme 

• Sophisticated Inter Branch Reconciliation 
facilities 

• Y2K compatibility by the end of the year 

• Image based MICR centres in Nagpur, Jaipur 
and Kanpur 
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Looking for Power? 




Come to West Bengal. The possibilities are electrifying. 


while there it o near famine of power elsewhere. West Bengal 
IS an oasis 

looking for or ideoi iocoNon ? We are closer to South East 
Asia, the Pacific Rim and Japan than any other Stote You 
even hove Indian Airlines flights to Yangon, Bangkok and 
Singopore 

Looking for world-cloH company ? Ours is the State that's 
the chosen location of such international giants as Siemens, 
Philips, ICI, Motorola, Sumitomo, Matsushita, Rolls Royce, 
ABB Lummus Global Inc , Price Waterhouse, Itochu, 
Toyo Engineering Corpn , Mitsubishi, Isuzu, Coltex, 


Marubeni, George Soros, Pepsi, BOC, Bechtel, General 
Electric, IBM, Alcoa International, UNOCAL, ITW 
Signode India Ltd , Lurgi, BASF, Institute Francois du 
Petrole, Bio Mass Systems Inc , Arthur D little, Deutsche 
Babcock, Vesuvius, Davy, Doelim, Cheung Chi Hi, Tong 
Sun, Telecom Malaysia and Telstra - a veritable who's who 
of the corporate world 

looking for a dynamic Stale ? Fast improving infrastructure, 
0 dynamic rural economy, a resurgent industrial scenario, a 
politically stable climate, an abundance of skilled and qualified 
manpower - it's all there, waiting for you 



WEST BENGAL INDUSTRIAL 
DEVELOPMENT CORPORATION LTD. 

(A Govt of West Bengal Enterpnsel 

S Counal House Street Catculla • 700 001 e 91-33-210-5361-65 Fax 91-33-248-3737 
E Mail wbidc9x400nlcgwnic m Internet wwwwMe com & wwwwesttwngal com 

Delhi Office C-373 Defence Colony (Ground Floor), New Delhi-110024 0 91 11-4610751 Fax 91-11-4610752 
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The South-South exchange programme for research 
on the history of development’ 






Sephis Grants Programme 

Under the subthemes of The Forging of Nationhood 
& The Contest over Citi/enship. Ethnicity and History’ 
and Equity, Exclusion and Liberalisation’, Sephis 
will give special attention to the search tor new 
identities and visions on development which arise 
in the South 

Fellowships for Post-Doctoral Research 

In 1099, SIX fellowships are available for Post¬ 
doctoral research Funding will be provided fortravel 
and research costs and salary according to local 
standards T hese fellowships extend from a minimum 
of three months to a maximum of two years 

Eligibility Scholars who have received their PhD 
degrees, preferably within the last five years, and 
who are employed by, or affiliated to, a university, 
a research institute or development agency in the 
South 

Grants for PhD research 

In 1009 ten grants are available foi PhD research 
PhD giants will be provided for a period from one 
to three years The proposal must include a period 
of research and should make clear that the applicant 
can realistically complete his or her draft thesis in 
the given time Salaries are normally not included 
in the Sephis PhD grants 

Eligibility PhD students enrolled at a university in 
the South, who are supported by their institution 

The application - and all requests about the grants 
programme - should be sent to 
Sephis Grants Programme 
International Institute of Social History (IISG) 
Cruquiusweg 31 
1019 AT Amsterdam 
The Netherlands 
Email sephis @ iisg nl 
Telephone + 31 20 463 63-95 
Telefax + 31 20 463-63-85 


Information about the Sephis grants programme 
can also be obtained via the Sephis web site 
http //WWW Iisg nl/-sephis 

Applications for these grants should include 

- a research proposal {maximum of 4 pages 
prefaced by an abstract of 100 words) 
presenting the research problem and research 
methodology (including the sources to be 
examined), reviewing the relevant literature, 
and indicating the relevance of the research 
to one or both of the Sephis themes 

an academic curriculum vitae, 

- a letter testifying to institutional affiliation 

- a referee’s report (report sheets can be obtained 
from the Sephis secretariat or via the Sephis 
World Wide Web site), 

- a budget, 
a timetable 

In addition, applications for post-doctoral 
grants should include: 

- an indication of the form of publication (book, 
article, etc), 

- a copy of the PhD certificate 

In addition, applications for PhD grants should 
include 

- a letter of recommendation by their thesis 
supervisor 

Research proposals will be selected by the Sephis 
Steering Committee which consists of historians 
from different regions in the world The applications 
will be evaluated according to academic quality, 
relevance to Sephis themes, comparative potential 
and contribution to South-South co-operation 
The application must be received before April 30, 
1999. 

Applications should be written in English. 
Incomplete applications, applications by fax or 
e-mail and/or too lengthy applications cannot be 
taken into consideration. 
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jm^pevelopment and Political Democracy 

IS ^^^'^literalure on the theme of economic development in India 
SO years fhe literature on political democracy since 
independence is just as extensive Both are nch in their range and 
depth, but constitute two different worlds with the intersections few and 
far between An attempt to explore the interaction between economics 
and politics in independent India by situating the process of economic 
development in the wider context of poliucal democracy 3121 

Human Science of Development 

What Amartya Sen has done is to scrutinise the values that sustain the 
quotidian arguments oi mainstream (and some varieties of radical) 
economics and shown them to be wanting In the process he has 
broadened the scope of enquiry of social and political philosophers and 
social scientists No longer can enquiries into dcpnvation he regarded 
as an obsession of egalitarian romantics Nor can questions of freedom 
and democracy be regarded as only the concern of dycd-in-thc-wool 
liberals In his chosen fields of enquiry. Sen has combined value 
criticism, disaggregation of apparently unitary modules of society 
and tough-minded empiiicai verification 3139 

Sri Lanka: Economic Crisis, Poverty and War 

In Sii Lanka fundamental structural problems that had been underplayed 
or masked by apparent economic success are now beginning to surface 
A potentially explosive situation could develop if detenorating 
international conditions undermine economic growth in the context of a 
growing social divide, continuing ethnic conflict and erosion of 
public confidence in the mainstream political leadership_3151 
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Commonalism Incomplete Hislorias and 
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—Anirudh Deshpande 3098 

Kerala Slate Government versus 
Commercot Banks 3100 

Towards a Sociology oi Delhi Report on 
a Seminar 

—Amita Baviskar 3101 

India in the Image of Bihar 

Arvlnd N Das 3103 

ReproiJuctive Health Index Measunng 
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Mala Ramanathan 3104 
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History versus Expectations in 
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Nirarijan Pant 3132 

Amartya Kumar Sen and the Human 
W nence ot Development 

—Amiya Kumar Bagchi 3139 

Economic Cnsis Poverty and War in 
Contemporary Sn Lanka On Osinches 
4nd Tinderboxes 
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Managing Irrigation 

In the context ot the gi owing recognition 
the world over of the effectiveness 
ot tarmers organisations in litigation 
management, an indigenous imgauon 
system m south Bihar which has 
significantly galvanised local farming 
communities over some l(X) years 
deserves attention _ 3132 

Congress and Secularism 

The opponentsof the BJPmiist recognise 
that a centrist government led by the 
Congress can at best be a weak bufler 
against the social threat posed 
by the communal mentality 3098 

Stabilisation and Growth 

The experience of Ukraine, where 
the relatively successful stabilisation 
rellected in the macro indicators has 
not rcsultedmeconomic revival,provides 
a useful perspective on the prevalent 
supply-side theme relating growth 
to macro-economic stability 3110 

A Sociology of Delhi 

To what extent must a city be 
expected to be defined as a singular 
community shanng a common 
identity and a public culture'’ 3101 


Reproductive Health Index 

Phe newly constructed reproductive 
health index excludes such indic.itors 
as maternal mortality and childlessness 
imong women and so may be a better 
measure of the status of the family 
planning programme than ol the 
reproductive health ol women 3104 

Government vs Banks 

I he Kerala government and commercial 
hanks have been engaged in a war of 
words over the banks low credit deposit 
ratio in th e state Who is nght'’ 3100 

New Drain from Bihar 

Comparable to the brawn dram' in 
the early 1980s when the Green 
Revolution was at its peak there is 
cuirenily a 'brain dram from Bihar, 
the impact of which both on Bihar 
and the rest ot the country 
deserves notice _ 3103 

Displacement and 
Development 

The Land Acquisiuon Bill 1998 seeks 
to ensure easier access to land to 
industry, but is open to serious ohjeebons 
from the standpoint ot those who 
stand to lose their land 3107 







LETTERS TO EDITOR 
Tasks for the Left 

YOUR editorial comment (October 31), 
presents a dismal picture of left rule in 
West Bengal. Kerala and Tripura. ITte 
cditonal says that the aiuntrysidc of West 
Bengal is so disenchanted with the CPl(M) 
that its membership has dropped by 14 
lakhs in a year. The fact is that the total 
membership of the C'P(( M) in West Bengal 
has risen by moa* than 11 .OCX) between 
I9*)4 when it was 2,13,195 and 1997 
2.24,468. The party’s all-India member 
ship, despite the set-back to Socialism, is 
also on the n.se. In 19‘J4 it was 6,31.171 
and it now stands at 7,17,525. It may be 
argued that it is not an achievement to be 
boa.st about. But it has to be borne m mind 
that it IS the membership of a ('ommunisi 
Party that is evaluated. The second advice 
proftemil by the EPW is "instead of pa¬ 
tiently trying to build up an independent 
Ia:ft ba.se among vanou.s sections of the 
oppres.sed in dilterent parts of the country 
by ma.ss agitations outside the din of 
elections and parliamentary politics, (the 
Left) has chosen the easier option of 
grooming itself lor the role of baigaining 
partners in the back-room politics of 
coalition that is the order of the day at the 
centre". I’he commentator appears t<i have 
forgotten the all-India strike of extra 
departmental employees of postal depart¬ 
ment, the nurses strike in Delhi, the all- 
Indta strike by university and college 
teachers, one day strike by telecom em¬ 
ployees in November 1998. as well as the 
several local actions on the trade union and 
the kisan I routs 

As regards the building up of a strong 
I.a:ft ba.se, let me quote from the political 
resolution adopted by the CPI(M) party 
congress. ‘The Party and the Left forces 
must take the lead in fighting the economic 
policies. They have to lake constant 
initiative for iiitensilying this resi.stance" 
(para 3.17); "In the context of the current 
situation, while carrying on the struggle 
against communal danger, the struggle 
against liberalisation has to be carried 
forwatd together. The key importance of 
the independent role and intervention ol 
the Ixfl becomes centred on these tasks” 
(para 3.16); “It is the left forces which have 
to take the initiative continuously to 
mobili.se all the forces to fight the different 
aspects of liberali.sation and its pernicious 
consequences; whether it be the working 
class, the agricultural workers, women, 
artisans and other toiling .sections” 
(para 3.19). If the EPW considers that the 
I^'ft parties should confine thcm.selve.s to 
these actions and not politically try to gel 
rid of the BJP government at the centre. 


it will be perverse advice. The bigger 
danger has to be removed to facilitate the 
Ixit to fling its net far and wide. Anything 
wrong with this? 

F M KimiBUDDiN 

Madurai 

NunsAttacked in Haryana 

ALAN DE LA.S nC (Archbishop of 
IX;lhi, president of the Catholic Bishops 
('onfcrcncc of Delhi and president of the 
Delhi inter-denominational Pastors' 
Fellowship), John Dayal (Convenor. 
I 'lilted Christian Forum for Human Rights 
and National Secretary of the All-India 
Catholic 1 Ininn)and Shaiicsh Mark(Bvan- 
gelical Fellowship of India) were part of 
a team that went to the Kheda Khummar 
village in JhaJjar district of Haryana, a 
mere 55 km from Delhi, on November 11 
to investigate an urgent me.s.sage from two 
nulls working at the grass roots in the 
underdeveloped village The nuns said 
their home had been attacked on the night 
of November 9. The nuns do not have a 
telephone, and could inform their friends 
and the church only the following day. 
Jhajjar village hasover 1.000 families, about 
I <K) of whom belong to dalit or former un¬ 
touchable c la.sse.s. The rest arc of the aheers, 
a people traditionally farming the land and 
breeding cattle. The two sisters, of the 
Franciscan Clarist (Congregation (FCC), 
whose main work is in education and 
health, run an adu It education centre tcach- 
ing tailoring to women, and a coaching 
centre for young school-going children. 
The nuns have successfully revived a 
ilefunct women' sorganisation which is now 
acting as a pressure group to persuade the 
liKal authorities to bring drinking water 
and other facilities to the village. 

Die village has a political tradition of 
being anti-estabbshment. 1 laryana is now 


ruled by a coalition of former Congieat- 
man Banst Lai, the chief minister, and his 
allies of the Bharatiya Janata Party, the 
right wing Hindu nationalist group which 
is also inpower at the centre. The Bharatiya 
Janata party and its militant wing RSS are 
apparently trying to establish a foothold <• 
in the village, and have successfully used 
local factional politics to woo influential 
persons, including some families whose 
control over the village leadership has 
been shaken by the emancipation of other 
village women who are now active in the 
women’s movement. According to villag¬ 
ers, the grown up son of one of these 
women is at the heart of the current con- 
tn>vcrsy. He has brought in the Hindutva 
group from nearby town of Jhajjar and 
Rohtak to eject the nuns from the village 
as the nuns are seen to have mobilised 
women for developmental activity. It is 
important to remember that the nuns have 
been saved from a vicious attack because 
of the supptirt of the local women, who 
came to their rescue in the attack, and then 
kept guard over them during the night 
when no other help was available. Tlie 
village women have identified the ring'" 
leaders who include three or four persons 
who came from the town and belong to 
a particular organisation. The deputy 
commissioner of Jhajjar, Arun Kumar, 
and the superintendent of police Navdeep 
Singh, who met with Archbishop de Lastic. 
have assured strict action against the 
culprits. The deputy commissioner said 
.senioroffleers, including the subdivisional 
magistrate and the tchsildar, were han¬ 
dling the investigations. However, two 
days after the incident, the police have yet 
to trace the main culprits involved in the 
attack on the centre. Policemen have been 
posted in the village. 

John Dayal 
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Seeds of Confusion 


T he violent attack on cotton fields in Raichur, Karnataka 
and in Guntur district. Andhra Pradesh, led by the 
Karnataka Rnjya Rai tha Sangha (KRRS) and the shrill reaction 
from a section of intellectuals/scientists and social scientists 
to the field experiments being conducted with a genetically 
engineered variety of cotton by the Maharashtra Hybrid 
Company (Mahyco), a recently formed subsidiary of the 
IJS-bascd multinational Monsanto, pose some .serious issues 
which may yield disturbing answers . 

To state the facts, as arc known publicly first: Genetically 
altered cotton seed Bollgard cotton in which a gene of a 
naturally-occurring soil bacteriahas been introduced was first 
developed by Monsanto in I99S when it was granted a US 
patent. Bollgard cotton was tried out in the 1996 season in the 
cotton growing areas of the US where it was planted on 13 per 
cent of the iields. The genetic alteration makes the crop 
relatively safe irom bollworm and budworm infestations. 
While the long term and ecological effects of the crop would 
ncccs.sarily need to be monitored over time, immediately, it 
ofteis cotton farmers a crop relatively secure from marauding 
pests. In India the central government and the department of 
biotechnology f DBT) have allowed Monsanto to field test the 
new variety in .several locations all over the country. Monsanto 
or Its subsidiary with the US department of agriculture has a 
patent for gene protection technology popularly termed 
'terminator' technology, which the company says is only a 
concept and docs not exist in reality. But it is this which has 
prompted the attack on the cotton trial fields - the fear that 
Monsanto is testing these ‘terminator’ seeds combined with 
BolIgtuxJ cotton. Strangely there does not .seem to be sufficient 
information available that this is indeed the ca.se. 

The tenor of debate so far has been short on biotech 
information and long on an emotional response prompted by 
two old bogeys; the multinational as a predator, and the myth 
of Frankenstein. There has been no official statement by the 
department of biotechnology, only media interviews with 
officials at various levels. Nor has the scientific community, 
at least the .sections involved with biotechnology, chosen to 
offer information or prompt public debate on the issue of 
biotechnology. The University of Agricultural Sciences, 
Bangalore which “declined to participate in the experiments” 
has warned that the seeds are a serious threat to the “rights of 
farmers, users and managers of biodiversity”. The Indian 
Institute of Science which is reported to have signed a rewarch 
agreement with Monsanto, has so far stayed put of the current 
action. Parliamentary debates appearlobeeven less informed. 


with some members quite incorrectly accusing Monsanto of 
conducting trials here when it has been refused permission in 
the US, and S M Krishna (Congress (1)) in the Rajya Sabha 
seeing a “diabolical” plot by US corporations. 

The problem with biotechnology in agriculture is that their 
introduction changes nature in a way nothing else has done in 
the past. And it is true that corporate control of biotechnology 
raises a number of problems such as non availability of 
reliable information and issues of safety, especially in third 
world countries. It is also true that the government of India and 
its agencies have not had a reliable record at any time in the 
past or the present, in ensuring that sufficient safeguards are 
in place before permitting the research, testing or manufacture 
of new products - witness for instance, the lackadaisical 
disregard of mandatory norms on the part of Union Carbide in 
Bhopal which led to the 1984 di.saster. The mere existence of 
guidelines and norms on biotechnology, it is generally felt, 
need not mean that there is compliance of the rules given the 
chaotic incoherence on public policy matters in recent times. 
In the circumstance, the public response should then be first 
to demand more information. If the DBT has given permission 
for such trials, why should it not make available the papers 
submitted by Monsanto to the department in support of its 
application? Whethe; the burning of the test crops puts back 
the research schedules, as the DBT official has claimed, (v 
not, the current response seems wholly out of place especially 
in the context of the desultory nature of agricultural research 
in the country. It is gainsaying the truth that crop development 
is farmore urgently needed in third world countries, especially 
thu.se where the economy continues to be laigely agro-based, 
for the very same reasons fur which the KRRS has taken a 
stand against Cargill and Monsanto - so that third world 
farmers continue to be ecological managers, be in control of 
what they grow and develop and are able to benefit from the 
economic returns from such development. Is it justifiable and 
economically sound to argue that farmers of the third world 
opt out of the outcomes of mainstream scientific development, 
simply because they do not know enough about it? 

Is it not possible to move towards a democratisation of the 
process of develqiment of technology? For this of course, it 
would be necessary to define people’s priorities on the basis 
of which a technology/research policy can ftvolvc. Such a 
process has never taken place in India—not even in the area 
of health. But it ought to. And now more than ever, where the 
process of policy making is itself in a state of flux, this has to 
be emphatically demanded. Although in the US itself there 
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has been little public debate on the issue, 
such pnKesscs have been instituted in 
some European countries, as in Denmark, 
the Danish Board of Technology luns 
consensus conteiences in which ordinary 
citi/ens participate on a range ot policy 
issues including irradiated tood and 
biotechnology in agricultuie Ceitainlv 
taimers lobbies like the KRRS oi similar 
movements m Mahaiashtra. Gujarat and 
elsewhere should oc the ones to insist 
upon such processes being initiated (Jnh 
then can tarmois etisuie that then 
eiivironmc'nt is sale and the ccoiiomv 
which supports ihciii and to which Ihev 
coniiibute leinains healths Burning 
experinic iital crops laiisac kine otiic es or 
making nioiisteis oi nuillinatioiials will 
hardly jirovide the solution Instead it 
delays the process ol huilditig a siione 
lobbv ol peoples siietilisi. which c.in 
demand intorm.ttioii and ex|)laiialions 
scrutinise it and mobilise pioic si whenecc i 
necess.uv 

PRK 1 S 

Chasing Shadows 

Tin iKgiiiiiing ol the onion stoiy is bs 
no means a dr.iinalic one Piodnclion lell 
by .ibout IS pel cent duiiiie the \c.ii 
Because ol its unique llavoui and place 
III the Indian dm some mas rceaid the 
onion as iu>n subsiiintahle but it cerlamis 
IS not a basic tood item such as rice or 
wheat one can iise wiihont onions Still 
a shoitai'e th.ii peih.ijis amounts to an 
onion pel he.«l in a week has hionght 
about a loin told or higher me tease in 
pi ices, .inel the high pi le es base be'en niliiie 
all oser the coiinlrv loi seceial months 
Puces ol oihei se’gctahles hase also 
incieaseileseiywhcie iriesjvchveol scat 
cily Ol abundance What is most suipi ising 
howes ei is the i nc rease in pi ic es ot loe alls 
grown .ind supplied segelables nol Ir.ide d 
osei longdistance riiem.iiketsaiege[iing 
inlegi.iieel even loi pertsh.tble commo 
dilies III a manner and lor reasems not 
It ste'd in economics hooks The iiiiegiation 
IS more die lesult ol Hows ol mtoirnation 
on prices .inel prolils that can K' had 
Ironi unieal shortaees than Irom com 
nioditv movements mil transportation 
costs It IS nol the invisible hand equaling 
demand and supply il is the work ol 
hoardi'is. middlemen with linances Ihe 
economics is simple peiishablcs i.ni be 
allowed to pet ish il the market c an support 
high enough prices 
The chiet minisleis, in a meeting 
convened by the pnme minister, have not 


missed the point. The call is now to 
strengthen the Essential Commodities Act 
and empower the state governments to 
take ‘ctfective action' against hoarders 
and olhets creating artiticial shortfalls 
1 hat Ac t has presumably laded With mote 
ii'eth It may still tail given the trade 
politic s nexus A lesoinlion at the meeting 
suggests that m future the stale govi'm- 
mculs will disiiihule vegetables as well 
through the public distribution system - 
such <ts It IS with all Its detects tocoiittol 
piicos the c< ulie will luiidIheoix'i.iiions 
Siioihi'i ic solution leteis to the setting 
up ol I National ( enire loi f'rop 
loiecastme which apait tioin priKlucing 
loie casts toi majoi crops based on 
lelv uici'd methodologies will monitor 
mukcls and piices ITic iclitre will be 
uiidii the ministiv ol agiiciiltuie Ihe 
cjui'snoii IS whclhci we need this and how 
It could possihiv contiibutc to the control 
ol puces ol essential commodities Fhe 
DiiCclor.ite III leonoinics and Stalistu s 
(Df S) under Ihe same mmisiry picsides 
ovc r w hat perhaps is one ol the l.irgesi and 
most lompiehensnc staiisiual systems 
III ihe* vvoilil line the woik ot the DI S 
iin’ils to be‘ improviul espee tally m 
shoiie mug the ilciays in Ihe making and 
the public.ilion ot |>ioduction statistics 
llial ceiiamlv is possible, with a com 
I’uli'iisi d miormation system led liom the 
ilisincl levi'l based on Ihe existing 
iiittasiiiicliirc .inel Irom lower levels as 
the national mtoiin>ition sv stems develop 
I he Dl S h.is all Ihe ‘xpenise to cany out 
such .111 iinpiovi'iixiil piogramme 
Ihe' pioposcel centre will bo excess 
tuiggaee C onsuler loi example the use 
ot UK ti'oicilogicaldata toi croploici asting 
Pii'iliclions ol ramlall how much and 
where ian mipiovo crop lorccasis But 
how dens oiic picilici raintall' The st.ue 
ol siiciicc in this respect and on die 
r, l.itionslups between vvcathei vaiiables 
and emp Yields is still m Us inlancv 
,dentists in ac.idemic institutions are best 
equipped to tackle the piohleni 1 he itecv 
eciiiie, pioposed as an extension of the 
Dl S IS poth,ips not Ihe light place lor the 
|o|v Another dilficully leiatcs to the 
piojocied use ol remote sensing in crop 
forecasting Given the farming patterns, 
with cultivation taking place m tiny plots 
ollen involving multiple cioppmg - it 
IS extremely doubtful if i emote sensing 
can develop as a right tool lor crop 
lorccasting except in the case ol major 
clops such as nee or wheat 
1 hese doubts apart, them is the question 
w hethci we need accurate lorecasts to take 
measures lor keeping pnees under control 


We do know the rough orders of price 
flexibility in the case of foodgnins; a 
5 per cent fall in output lead.s to a price 
nse ol about 10 per cent We also know 
that the large stocks of cereals held by the 
government help in keeping foodgrain 
pnees within limits Stocks can play a 
similar role in respect of edible oils Since 
stock-buildtng is not feasible in the case 
ot pcnshabics, it is only timely imports 
that can discipline prices The onion 
debac Ic could nol have been averted with 
accurate lorecasts ot output To control 
tiader activitv what we need is a combi¬ 
nation ot import policy and iinancial 
iiisirumcnis lu regulate credit * 

MADHYA PRADESH 

BJP Outmanoeuvred 

II die election result in any of the thiec 
north Indian slates wlui h went to the polls 
Iasi month showed that the non- 
pcrloiinaiicc of the BJP led coalition at 
Ihe centre did mailer then it was that in 
Madhya Pradesh where Ihe voiers rejcclcd 
Ihe BJP, which had been very hopelul of 
avielory .indinsteadielurncdlheCongress 
to power lor a second lime in succession 
No doubt Ihe reioid ol the Vajpayee 
government played its part in deciding the 
election uiilcome in Rajasthan and Delhi 
as well, but in these stales thcie was also 
the anti incumbency sentiment IhcBJP’s 
deteal can be squarely atliibutcd to the 
lacklustre performance ol the central 
government 

Ihe BIP-led coalition's failure to 
iniplcmcntanumbui ol itsdcclaicd policies 
and Its complete helplessness m the lacc 
of the sharp rise m prices of essential 
lommodities overshadowed the dis- 
sal isl action w ilh Ihe Congress govcmmcnl 
ol Digvqay .Singh in Madhya Pradesh 
The piiccs issue enabled the Congress to 
erode the BJP’s base m the uiban areas 
which in the past have invariably gone Ihe 
B JP way whicheVcrdlreclion Ihe polilical 
winds may have blown in Ihe rest ot the 
stale The Congress was also able to 
capii alisc on its ac hievcmcnts in panchayati 
raj and development programmes such ax 
the education guarantee scheme in contrast 
to the poor lecotd ol the BJP government 
at the centre Even the centre’s decision 
to form a separate state of Chhatiisgarh 
and having a tribal from that area as the 
leader of its state unit did nol help the BJP 
For one thing, the Congress has never 
been against the formation of the separate 
slate For another, the tnbal people of ^ 
Chhatiisgarh have not forgiven the BJP 
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for the dnti-inbal measure!* of the BJP 
government under Sunderial Patwa If 
thceiection outcome has boosted the 
Congress under (he leadership of Digvijay 
Singh It has underscored the organi¬ 
sational weakness ol the BFP, especially 
aftei the departure ol Kushabhau Thakre 
to take over the national party 
presidentship 

No less important in ensuring the 
Congress victory were the precautions 
taken hv cliiel minister Digvijay Singh in 
the distiihution ol party tickets with a 
view to minimising the negative fallout 
ol the incumbency factor Seven ministeis 
as many as 90 sitting MI As and many 
panchayat members and sarpanches wem 
denied tickets so as to i onvey to the voters 
that the C ongiess was committed tolaking 
action against part} members accused of 
corruption and inefficiency To have 
nominated I *>0 odd new candidates wa^ 
undoubtedly a bold move especially 
consuUiing that margins ol vicloiy have 
beciigeneially small inthc state Butcleailv 
the gamble paid off 

I hough the lesults ol Ihe elections 
c losely ic senible those ol the last assembly 
polls in 199'? the Congii ss winning 1 12 
seats Ol two less than its 199? tally and 
the BJP incicasing its tally by two to 119 
they mask cxiensise exchange ol seats 
between Ihe two parties acioss the state 
Thus diet ongress dislodged the BJP 1 1 om 
Its traditional stionghold in the Malwa 
region and the BJP made deep inioads into 
the C'ongicss base in the Chambal 
Buiidelkhand and Vindhva regions f ven 
the Bahuiaii Sainaj Parly (BSP) which 
ictaincd Its osciall strength ol 11 in Ihc 
as*emblv lost many of the seats it had held 
in the Vindhya legion while snatching 
othcis Ironi the C'ongrcss in Chambal 
Bundelkhatid The BSP s shaie ol the 
overall sole dropped by I percentage 
point this time but significantly nine ol 
the 11 scats it has won ate liom general 
constituencies indicating Ihe streng 
thenmg of the patty s base m aieas 
bordering UP 

Por Digvijay Singh the setback to the 
C'ongress m the Chambal Bundclkhand 
and Vindhya regions is a blessing in 
disguise as It reduces the influence ol his 
I wo rivals in the party, Madhavrao Sc mdia 
and Arjun Singh The tacit undci standing 
worked out by him between the Congress 
and the BSP played its part in eroding the 
hold of Scmdia and Arjun Singh m Ihe 
Chambal and Vindhya regions where the 
BSP has now registered a strong presence 
elsewhere in the state it helped Digvijay 
Singh's candidates 


PAKISTAN 

Not Learning from History 

THE invocation ol Article 245 of Ihc 
( oiistitution by Ihe Pakistan prime minister 
Nawaz Sharif to establish military courts 
III Karachi evokes ominous memories of 
a rather sad period m the history ol that 
countiy In April 1977, the then prime 
minister Zulfikar All Bhutto invoked the 
same article to crush the Pakistan National 
Alliance (PNA) movement that was 
launched against him He had called out 
the army m 1 ahoie Karachi and othci 
cities and set up nnlitarv courts to tty 
civilians His move backfiied when the 
army undei /la-ul Huq tmik advantage ol 
die powcis given to it organised a coup 
on July 5 arrested Bhutto, tinik over the 
government and ruled Pakistan tor 11 
years In April 1979 Bhutto was hanged 

Shades of that past can be deciphered 
111 Ihc latest development Nawaz Shaiit's 
decision to hand over the ludiciary to ihe 
mililarv m Karac hi enjoys the total sup)xii I 
ol Ihe chiel ol armv sial I who has reportedly 
assiiied him that his soldiers would loot 
out leiiorism Iroiu Kaiachi in a matter of 
d lys This IS reminiscent of the statement 
issued by the three services chiefs and 
tlieirchairincmexprC'isingtheirtotal loyalty 
to the covernment of Bhutto after he 
invoked Article 245 in 1977 and set up 
iiiililar} couits Both Bhutto in the past 
and Nawaz Shall! today aieguiltv of lading 
lo woik out constitutional solulioiis to 
problems which aie essentially political 
and opting instead lor then suppression 
by military loicc 

The essential problem in Karachi stems 
horn the political and economic crisis that 
the people of Sindh are lacing Phe Sindhi 
speaking population ol the piovincial 
c apital resent the domination of Ihe Urdu 
speaking moha)irs lefugces from India 

in the administration and economy of 
the province They feel threatened that 
diey may become a minority within then 
own province Die actual demographic 
situation in Sindh reniains obscure, since 
no census has taken place in Pakistan 
since I9K1 Meanwhile, the mohaprs set 
up their own organisation the Mohajir 
Quami Movcmcnl (MQM) in 1986, in 
order to assert Ihcir national identity and 
lay tcrntonal claims on urban Sindh where 
they claim to be in a majority Political 
analysis in Pakistan suspect that the MQM . 
was created by military intelligence 
services under the direction ol Zia-ul Huq 
who wanted to build it up as a political 
force lo combai ihe popularity ol Benazir 


Bhutto’s Padcistan People's ftrty (PPP). 
Since the leaders of the MQM were 
onginally members of the student wing of 
the fundamentalist Jamaat-i-Islami, il is 
quite likely that Zia propped them up as 
mohajir representatives, given his bias tor 
Islamisatton But the MQM soon turned 
into a tcrroiist organisation, cktermined to 
use force to establish the rights of the 
mohajir youth over jobs and other 
pnvileges that were fast dwindling with 
the rapidly increasing intlux ol migrants 
from other parts ol Pakistan into Karachi 
ITiis led lo violent ethnic clashes bet¬ 
ween the MQM-lcd niohajirs on the one 
hand and the migiant Pakhtuns from the 
North western hronticr Province and the 
local Sindhis on the other all through the 
l9K0s 

Like Its vanous Indian counterparts 
(ethnic or community-based parties like 
the Jharkhand or the Bahujan Samaj Patty), 
Ihc MQM has shifted liotn one alliance 
toanothci to suit its convenience In 1988, 
alter Benazir Bhutto s PPPeame to power. 

It aligned w ith her Alter the ouster of her 
government in 1990, the MQM switched 
over to Nawaz Sharifs Pakistan Muslim 
Ia.‘ague (PML( which came to power The 
PMI government allowed Ihc MQM 
activists to go on a killing spiee against 
the PPP ranks But by June 1992, the 
MQM PML relationship had gone sour 
and Ihc MQM withdrew its support from 
the Nawaz Shard government Die PML 
govcinmcnl cracked down on MQM 
members which was followed by terrorist 
reprisals by the MQM But in the meantime, 
again like its counterpans among Indian 
political patties, Ihc MQM split into hostile 
factions 

Neither Benazir Bhutto who headed the 
PPP govcinment noi Nawaz Shaiif who 
runs the present government cared to move 
tow aids a politic al solution of the problems 
that besiege Sindh While Benazir Bhutto 
dunng her regime resorted locxti a-ludicial 
killings to suppress Ihc MQM and her 
other opponents Nawaz Sharif is now 
trying to bypass the judiciaiy and pailia- 
ment to control the last deteiiorating 
situation in Karachi by imposing maitial 
law Given the tradition of army domination 
in Pakistan politics, his decision to 
empower the military with the right to 
investigate terrorist incidents and brand 
every political dissident guilty is likely to 
pave the way lor the resumption of the rule 
of the generals If not a Zia-ul Huq type 
coup, a mini-mattial law regime seems lo 
he on the cards vVith the army top brass 
ruling by proxy behind the f.icadc ol a 
civilian govcnimcnl 
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CURRENT STATISTICS 


EPW Resettrdi Foundation 


All demenM in the inacm-economic scene atain poim to a depressed economic scenario. Apm from the persislenoe of sluggish industrial growth and negative eiM 
growth emjty shares Imvc e^ted in )^lue ^ aboM 25 per cent. Imports have risen by 16 per cent in dollar toms but a sUeable part is contributed by gold inmons 
is!'. mfough bunk*. Cold iinpMs(»howi> in intde account) have totalled $2.5 billion t^ng Aprit^Scotember I9W ai agaiiist S2 billioo dimM the whnfe- 
of 1997-98. This year so far merchandise deficit has more than doubled from $2.6 billion last year to $5 billion. As a result, and probably due to reduedom in other 
flows, foreign reserves have begun to be depleted in recent weeks 

Macroeconomic Indicators 


Index Numbm of Wholesale 
Prices (1981-82 = 100) 


All Conimodities 
Printorv Articles 
Food Articles 
Non-FiKid Articles 
Fuel. Power. Light and Lubricants 
Manufactured ^xlucis 
Food Products 
Food Index (computed) 

All Commodities (Average B.^^ts) 
(April 4 ■ November 14. 1998) 


Cost of Idving Indices 


Industrial Workers (I982=.|00) 

Urban Non M;ui Emp (1984-8.5= I (X)) 

Agri Lab (1986-87= I(K)) (Link (actor 5 89) 


Money and Ranking (Rs crore) I 


Weigltts Nov 14, 


ESi'iiaaijjJiwjyiimaffliaffi 


Over 12 Months 



1998 

Month 

Lmesi 

Previous 

1998-99 

1997-98 





I()0(X) 

159.7 

0.4 

8.5 

3.9 

6.7 

3.5 

5.3 

6.9 

5.0 

10.4 

32 30 

397 4 

1.3 

17.6 

1 2 

14.3 

2.5 

5.5 

7.0 

5.4 

12.7 

17 39 

472.6 

1.7 

23.1 

-0.5 

20.2 

1.6 

4.0 

9.6 

9.8 

11.9 

10.08 

181 4 

0.7 

12.0 

3 9 

70 

3.7 

8.5 

3.5 

-1,9 

15.5 

1066 

.181.7 

0.5 

l.l 

13.0 

-0.6 

9.4 

II.4 

16.9 

3.7 

2.4 

57,04 

114,2 

-0.3 

4.7 

3.7 

37 

2.9 

4.0 

4.9 

5.0 

10.7 

10.14 

152.5 

-1.5 

96 

5.1 

8.2 

4 I 

5.5 

14.1 

-0.7 

•8.1 

27 51 

428 5 

0.7 

187 

1 2 

16.3 

2.4 

4 5 

III 

6.3 

10.6 

l(X)(X) 

150 1 

- 

6 5 

5.7 

7.4 

4.7 

4.8 

6.4 

7.8 

10.9 


Latest_ Variation (Per Cent): Point-to-Pnim _ 

Month Over ~Over 12 Months ' Fiscal Year So Far 1997-98 l9%-97 1995-96 1994-9.5 
Month Latest Previous 1998-99 1997-98 


420.0'* 

1 7 

16 3 

4.9 

10.5 

2.8 

8.3 

1.17.0" 

0.3 

12.7 

5.7 

8.0 

2.7 

7.2 

297 o'* 

1.4 

12.9 

1.5 

9.2 

0.4 

3.8 



Over Month Over Year 


_ Vanalion 

Fiscal Year So Far 
1998-99 1997-98 


9I594.V' 

159116 

75.5169 

177621 

447(X)4 

1.1.5757 

24(Xm 

147842 

19461 

676150 

.117176 

.121101 

247822 

43150 


Money Supply (MO 
Currency with Public 
IX-posii with Dunks 
Net Bank Credit to Oovt 
Bank Credit lu Coinml Sector 
Net Foreign Exchtuigc Assets 
Reserve Money (Nov ID 
Net RBI Credit to Centre 
RBI ('redit to Bks/Comin .Sector 
Scheduled Commercial Banks (Nov 6) 
Deposits 
Advances 

Non-Fmid Advances 
Investments (for SLR purpo.scs) 
Comiiien.ial Investments 
Includes Rs 17.945 emre on account 


Index Numbers of Industrial 
Production (198t>-81=100) 


General Index 
Mining and Qwurying 
Manuiacluring 
Electricity 


Capital Market I9*)K 


B.SE .Sensitive Imlcx (1978-79= I(X)) 2781(-211) 

BSF.-KX) (198.1-84= KXI) 1242( 21.0) 

BSE-2tX) (1989-<J()=1(X)) 289( -18 1) 

S and P CNX-50 (Nov 1. I995=I(XX)) 8l2(-22 4) 
Skindiu GDK Index (J.in 2, 1995=1000) 510 


717.5(0 8) 
2612(1.6) 
•161(X0 6) 
4866(1.3) 
2722(0.6) 
221 ( 0 . 2 ) 
111.1(-0.5) 
I422( 1.0) 
-261( I 3) 


142027(18.4) 
11267(7.6) 
112205(21.3) 
57721( 18 0) 
.58.522(15 I) 
1.5478(12.9) 
.10111(14.1) 
28426(23.8) 
6074(45.4) 


90.5.54(11.0) 
13934(9.8) 
7.5441(11.1) 
47002(14.2) 
14814(1.4) 
9188(7.3) 
1384.5(6.1) 
1422.5(10.6) 
4181(27 4) 


4177(0 7) 121167(21.8) 70940(11.7) 
2662(0.8) .50338(17,5) 13097(4.0) 
2.538(0.8) 45006(16.3) 9.509(3 I) 


2538(0.8) 
-187(-^).2) 
1487(3 6) 


72068(10.3) 

15762111.9) 

48608(8.6) 

31279(10.8) 

1217.5(3.2) 

1478.3(14.0) 

9982(5.0) 

-I286(-1.1) 

136(1.0) 

49584(9.8) 
8437(3 0) 
529.3(2.0) 


45006(16.3) 9.509(3 I) 529.3(2.0) 

26.529(12.0) 29II7(I3..3) 30780(162) 
13187(44,0) 10066(.30.4) 105.52(54.4) 


1997-98 


123451(17.6) 
13095(9.9) 
110036(19.4) 
42000(14 6) 
.5.5883(14.9) 
21072(20.0) 
26248(13.1) 
12915(10.7) 
2029(15.3) 

99811(19.7) 

4.5677(16.4) 

40790(1.5.1) 

28192(14.8) 

13673(70.4) 


97841(16.2) 
1.3829(11.71 
84162(17.5) 
30840(12.01 
316.59(9.2) 
23356(28.4) 
5527(2.8) 
1934(1.6) 
15557(-54.0) 


1995-96 


72.581(13.7) 

17.577(17.5) 

.5.5042(12.9) 

.3,5.360(15.9) 

5192.5(17.7) 

3I09(.3.9) 

25176(14.9) 

19855(20.1) 

8747(43.6) 


71780(16 5» 46960(12.1) 
24386(9.6) 4245.5(20.1) 
26580(10.9) 44938(22 5) 
25731(15.6) 1.5529(10.4) 
4412(29.4) 92.5(6.6) 


from Resurgent India Bonds (RIBs), excluding these proceeds, the year-tm-year growth rate would be 18. t per cent. 


Fiscal Year So Far 




Weights 

Sept 1998 

1998-99 

1997-98 

1997-98 

1996-97 

1995-96 

1994-95 

ioo tii'r 

10.47 
79 16 
10 17 

135.1 
108 0 
119.5 
1.10 8 

117.0(1.6) 

115.2( -0.4) 
119 9(14) 
116.6(7.7) 

132.3(6.0) 
115.7(5.0) 
135.3(6.0) 
126 8(7 2) 

137.6(6.6) 
122.4(5.9) 
I40..‘5(6.7) 
1.30 0(6.7) 

129.0(5..5) 

115.6(-2.0) 

131.8(6.7) 

121.9(3.9) 

I22..3(I2.8) 

117.9(9.6) 

123.5(13.8) 

117.3(8.1) 

108.4(8.4) 

107.6(7.6) 

108.5(8.5) 

108.5(8.5) 

Nov“fr“ 

Month Year 1998-99 So Far 1997-98 

End of Fiscal Year 




2783(-213 ) 2896 3628(25.8) 
1242( 21.0) 1297 1572(22.4) 
289(18 1) 302 .354(22 8) 

8l2(-22 4 ) 842 1047(26.1) 


Foreign Trade 


Expfiits Rs crore 
(IS % mn 
Imports. Rs crore 
U.S 5 mn 

Non POL IlSSmn 
Balance of Tradc Rs crore 
US S mn 


Farrigii Exeban^ 
Keserves (excluding gold) 


Rs crore 
US S mn 


.September _ Fiscal V 

1998 1998-99 


678.14(10.4) 
I6221I-5.I) 
88642(25.4) 
2I2(KK7 7) 
18294(16 0) 

' -20809 

-4977 


Nov 20, Nov 21. Mar 31, 
1998 1997 1998 


112731 94280 102511 
26620 25151 25976 


1997-98 


61433(7.4) 

17102(5.1) 

70709(109) 

1968.5(8.6) 

1.5772(15.0) 

-9276 

-2582 


2784 

4281 

.3210 

4548 

3893(15.8) 

1242 

1890 

1401 

1980 

1697(15.9) 

289 

429 

314 

440 

377(14.9) 

812 

1213 

941 

1140 

1117(15.4) 

515 

1015 

765 

1320 

940(1.1) 




PscaJ 

Year Averaee 


1997-98 1996-97 


3.36l(-02) 

l464(-5..5) 

328(-5.0) 

968 

930(-4.4) 


1995-96 


3367(3.3) 

I549(~3.5) 

345(-6.3) 

na 

97.3(-0.6) 


126286(6.3) 

33980(2.6) 

151554(9.1) 

40779(5.8) 

32.562(11.9) 

-25268 

-6799 


1996-97 


11881701.7) 

33470(5.3) 

1389200.3.2) 

39132(6.7) 

29096(-0.2) 

-20102 

-5663 


1995-96 


106353(28.6) 

31797(20.8) 

122678(36.3) 

36678(28.0) 

291.52(28.3) 

-16325 

-4881 


1994-95 


82674(18.5) 

26330(18.4) 

89971(23.1) 

286.54(22.9) 

22727(29.5) 

-7297 

-2324 


10220 13905 22136 21649 -7302 18402 274.30 

644 2782 3607 5243 -.3690 5640 8724 


Nutts 10 Sufwtsctipi nunicrat denotes month to which liguic reliilcs. e g. superscript 9 stands for September-, (it) Figurea inbrickeis are percentage vwiatioin ov« the anecified 
oi over the comparable (wnod of Use prevtous year na- not available, neg; negtigibte. * unchangM. " 
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COMPANIES 


... 

BPW Research FonndadiMi 


MAHINDRA & MAHINDRA 

Expansion and 
Modernisation 

MAHINDRA & MAHINDRA (M&M) js 
a market leader in the tractor and utility 
vehicles segments commanding a inai ket 
share ol 36 per cent in the lormci and S4 
percent in the latter Promoted m 1944 to 
produce Willysjecps thecompanv began 
manuiactunng tiactors in a )oint venture 
with International Harvester ot the US in 
1963 This |oinl venture was later merged 
with the companv in 1977 M(VM also 
produces engines with technieal know 
how Irom Peugeot ol frame and has 
collaboration agree ments withMitsubishi 
Japan and Case of the US Thceompmy s 
joint venture with f oid pioduets the Poid 
Fscort lim ol passenge'i ears 

Ihc Year 199^ 9S saw the eompany 
perlormwell on the tin ineial tionl While 
net sales weie highei by 10 7 per cent 
over 1996 97 opeialing piolit improved 
bv 10 3 pireeiit l)cspile sleep inercases 
of S7 7 per eeni m depreciation and 46 4 
pei cent in intcre si charges the eompany 
managed to post 1 20 pen ee niimpiovcment 
in Its bottomlinc With e'arnings per share 
rising liom Rs 20 6 to Rs 24 3 the com 
pany raised dividend Irom SOpei ecni last 
yearloSS percent Book value moved up 
Irom Rs 107 8 per share to Rs 130 pci 
shaie rile eompiny s stock is presently 
quoted at ttound Rs I Ui on the bouiscs 
discounting its 1997 98 earnings by six 
times 

M&M plans to launch two new hiands 
ol Vehicles the Aiinida (uand and 
Ambulaiiee Voy ige by the end ol 1998 
I he new Vi mull model would be pilled 
against the 7ata Sumo de luxe M&M will 
inanufaeture 3(X)vehielesamonthinitially 
and incie ise production to 6(K) vehicles 
allei SIX months I he vehicle is expected 
tobeprieedatRs4 Slakh The Ambulance 
model whie h has been designed with the 
hclpol Apollo Hospitals would be a true 
ambulance tultilling the needs Irom the 
point ol vu w ol \ hospital doctor and 
patient with impioved litments Irom 
Japan Besides these new btands the 
company has also embarked on a Scorpio 
project to come out with a brand new 
utility vehicle The state ot the art vehicle 
which has 200 engineers working on the 
project IS expected to hit the Indian roads 
by February or Maich 2000 


M&M now proposes to acquire a 51 per 
cent stake in Gujarat Tractors which 
manufactures 20 HP to 80 HP tractors 
under the brand name Hindustan 
Negotiations for the same were on with 
the Gujarat government and the latter has 
leportedly accepted the company’s 
proposal in principle This acquisition 
will help M&M supplement its product 
r inge lurther It has also submitted its bid 
loraequinngHMl s tractor unit at Pinjore 
Meanwhile lor the first quartci ot 
1998 99 M&M has reported a lower net 
profit ol Rs 35 croie against a net profit 
ol Rs 43 ciore in the conesponding period 
list year representing a tall ol 19 percent 
llowevci net sales and operating profit 
duiing the same period were higher by 
3 pci cent cat h T he lower bottomlinc was 
due to sleep increases in interest and 
depreciation charges which rose by 33 
per cent and 31 pci cent respectively 
1 his was a result ol the capital expenditure 
on the modernisation ot the company s 
I icilitics new pnxiuci development pro 
grammes and building new capacities 

(lUJARAT AMBUJA CEMfcNIS 

Aggressive Growth 

Ciujarat AmbujaCements (GACL) which 
IS considered to be one of the most cost 
ctticirni cement manufacturers in the 
country saw mixed perlormance in 
1997 98 Net sales as well as operating 
piolit were higher by 22 8 per cent over 
the previous year However steep 
lilt leases in interest (up 47 3 percent) and 
depreciation (up 33 7 per cent) led to a 
I 5 percent fall in the company s bottom 
line over the same period 
Despite the lower net profit the com 
pany managed to inc ri asc its market share 
111 Gujarat Irom 21 per cent to 26 per cent 
Its market share in Bombay too improved 
by 50 percent The company still has the 
highest updating margin in the industry, 
leaving even companies like ACC, India 
C ements and Madras Cements behind 
GACL operates in the markets ol 
Ciuiarat Maharashtra and Punjab 
I avourabic plant locations have helped 
the company despatch its products to the 
lucrative Kerala market and also tocxploit 
the export market The company exports 
10 per cent ot its cement output 
The cement industry is suftenng from 
over capacity and as a result paces have 


been depressed Rise in input costs has 
put further pressure on margins While 
cement paces in most areas supplied by 
GACL were down throughout the first 
three quarters of the year thclourthquartei 
witnessed an increase in prices thus 
helping the company maintain its profit¬ 
ability at the operating level The com 
pany soperatingelliciencics,lowerstabi 
lisation penod, higher capacity utilisation 
and lower freight costs have helped it 
achieve higher realisations as uimpared 
to other players in the industry In an 
eflort to I educe costs the company set up 
an additional 52 MW diesel engineering 
power set at its plant in Guiarat thus 
making itself sell sulficicnt in power 
besides reducing its energy costs sharply 
The company spowcrcostisRs I 7 a unit 
compared to the grid cost of Rs 4 5 per 
unit 

GACL plans to expand aggressively 
through both acquisitions and greenfield 
projects It plans to double its capacity 
eveiy three yeai s The c ompany also plans 
tocnierthc inf rastructuiebusiness through 
building of roads dams bridges jetties 
and ports through build own transfer 
(BOT) build own lease and transfer 
(BOLT) and build own operate and 
transfer (BOOT) schemes As it pre scntly 
has a capac ity ol over five million tonnes 
ol cement per annum the move will also 
make for significant captive consumption 
of cement 

The company has acquired Modi 
Cements with a capacity ol I 8 million 
tonnes T hough GACL planned to acquire 
DLF cement the proposal came a cropper 
due to differences on both sides over the 
sale price 

The company s share currently quotes 
at around Rs 222 on the Bombay Stock 
Exchange discounting its 1997 98 
earnings by 13 times 

LID PARRY (INDIA) 

Weathering the Slump 

A part of the Murugappa group ot 
companies, EDD-Parry (India) performed 
well in 1997-98 While net sales were 
higher by 20 2 per cent over the previous 
year, the company’s operating profit 
soared by 36 per cent Despite steep 
increases in interest (up 37 4 percent) and 
depreciation (up 59 8 per cent), the 
company manag^ to post a 28 3 percent 
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The Wcch'i Cenpaoict 


(RsUMt) 


Mahlndra ft 
Mahtwlra 


Financial Imiicalon 


March 

1999 


March 

1997 


Gujarat 

AmhulaCcmenta 
June June 

1998 1997 


ElO-PUriy 

gPiUl) 


March 

1998 


March 

1997 


Incomc/appropriatioM 

1 Net <)ale» 330729 

2 Value ot produuion 338^04 

3 Other Ini-omc 16499 

4 Total mtome 353003 

3 Raw maicnals/stoies and 

spares consumed 213076 

6 Other uianufoLtunng expenses 17013 

7 Remuneration to employees 38700 

8 Other expenses 30336 

9 Operating profit 33676 

10 Interest 11788 

11 Oio\s profit 42923 

12 Depreeialton 9929 

13 Profit hefori lax 32947 

14 Tax provision 7800 

15 Profit after tax 23147 

16 Dividends 6283 

17 Retained prolil 18862 

Liabitities/asseis 

18 Paid up capital 10337 

19 Reserves and surplus 123993 

20 Lon^ term loans 129010 

21 Shoit k mi loins 4300 

22 f)t which hank borrowings 4300 

- 23 (miss lixid assets 142634 

24 Accumulated depreciation 40912 

23 Inventoncs 31487 

26 1 oial assets/hihilities 349463 

Miscellaneous items 

27 Fxcise duty 63983 

28 ( ross value added 83376 

29 Total foreign exchange income 9949 

30 Tot il foreign exchange outgo 23333 

Key financial and performance ratios 

31 1 urnover ratio 

(sUes to total assets) (91) 94 64 

32 biles to tot d net assets (%) 123 48 

33 Gross value added to 

gross fixed isstts (3f) 39 99 

3 f Return on investment 

(gross protit to total assets) (%) 12 28 

33 Gross profit to sites 

(gross margin) (%) 12 98 

36 Operating profit to sales (W) 16 23 

37 Profit before tax to sales (%) 9 96 

38 Tax piovision to 

profit before tax (%) 23 67 

39 fVotii after tax to net worth 

(return on equity) (%) 18 72 

40 Dividend (36) 33 00 

41 Earning per share (Rs) 24 33 

42 Book value per share (Rs) 129 93 

43 P/fc ratio 3 96 

44 Debt equity ratio 

(ad|ustcd for revaluation) (%) 96 04 

43 Shoit term bank borrowings 

to inventones (%) 8 74 

46 Sundry creditors to 

sundry debtors (%) 116 88 

47 Total remuneration to employees 

to value added (%) 43 22 

48 1 oral remuneration to employees 

to value of production (%) 11 43 

49 Gross fixed assets formation (%) 24 43 

30 Growth m inventones (%) 13 66 


298744 

98740 

80421 

87117 

72479 

300970 

98804 

82914 

87117 

72479 

12681 

3078 

2218 

2159 

2874 

313631 

101882 

83132 

89276 

73353 

186820 

7054 

5827 

31308 

30567 

20301 

33489 

30048 

31478 

23520 

32149 

3077 

2670 

3679 

3889 

23702 

21383 

16723 

11249 

8875 

48679 

36677 

29864 

11362 

8302 

8031 

12302 

8483 

5014 

3649 

41146 

24336 

21638 

7383 

3389 

6296 

10830 

8116 

3083 

1931 

32833 

13494 

13511 

4298 

3458 

11900 

473 

300 

440 

430 

•>0933 

13019 

13211 

3858 

3008 

3399 

2301 

2120 

1208 

toil 

13334 

10318 

11091 

2630 

1997 

10179 

17333 

10334 

3331 

4681 

99303 

90449 

81442 

33007 

30075 

102771 

96746 

88637 

33519 

27976 

N A 

lOlOO 

NA 

6731 

3699 

N A 

10100 

NA 

6451 

4699 

114642 

188241 

166714 

39654 

49830 

3 3632 

36621 

26100 

12443 

9641 

44747 

13034 

17398 

12308 

12729 

284014 

226(X)3 

191297 

91027 

82167 

30073 

13813 

12602 

4186 

3624 

73239 

39736 

32658 

13673 

12022 

12478 

8469 

8341 

1822 

474 

27632 

8229 

2351 

13089 

10190 


103 19 

43 69 

42 04 

93 70 

88 21 

14062 

46 00 

44 37 

113 72 

103 92 

63 90 

21 12 

19 59 

26 28 

24 12 

14 49 

10 78 

II 31 

8 II 

6 56 

1377 

24 67 

26 91 

8 47 

7 44 

16 29 

37 13 

37 13 

13 27 

11 73 

10 99 

13 67 

16 80 

4 93 

4 77 

36 24 

3 32 

2 22 

10 24 

13 01 

19 08 

12 08 

14 39 

1062 

8 65 

30 00 

60 00 

3000 

30 00 

40 00 

20 36 

17 03 

17 58 

10 90 

5 89 

107 76 

132 98 

120 73 

103 91 

71 95 

NA 

1302 

NA 

6 33 

NA 

93 70 

89 74 

96 38 

93 02 

83 06 

NA 

67 18 

NA 

31 37 

36 92 

247 29 

26307 

433 92 

116 27 

183 32 

43 88 

7 74 

8 18 

23 47 

32 35 

10 68 

3 11 

3 22 

4 22 

3 37 

NA 

1291 

2068 

19 67 

NA 

NA 

-13 59 

33 61 

-1 74 

NA 


iiKrehse is its net iwofit duciag tiw year 

under review 

The sharp increase ineanungs pershare 
from Rs 5 9 to Rs 10 9 encouraged the 
compuiy to raise its dividend rate from 
40 per cent last year to 50 percent Book 
value too moved up from Rs 72 per share 
to Rs lOS 9 per share dunng the same 
penod 

Parry is a well-diversified company and 
isengagedinthemanufdctureoffeitiliseis, 
sugar, pesticides, seeds, chemicals, elec¬ 
tronics and ceramics Despite the general 
downtrend in the economy, the company 
managed to post a favourable perfor¬ 
mance, thanks to its fertilisers and sugar 
manufacturing operations Modernisation 
and expansion plans achieved in the last 
two years have also helped the company 
improve operations, particularly in 
pesticides a^ fertilisers On the phos- 
phatic fertiliser front, the company 
managed to improve its performance fol¬ 
lowing the installation of an ammonia 
terminal and pipeline at the plant in 
1996-97 which insulated it from raw 
matenal shoitages Installation of ceitain 
equipment also improved volumes at the 
plant 

The sugar division, which saw a poor 
performance last year following poor pnee 
realisations and offtake due to a sinke, 
improved its performance considerably 
as sugar prices firmed up The com¬ 
missioning ot the cogen plant is expected 
to further improve the division’s per¬ 
formance 

The company's share price currently 
hovers around Rs 69 on the bourses, 
discounting its 1997 98 earnings by 6 3 
times 

BRIDGESTONE ACC INDIA 

lyre Plant 

ACC and Bridgestone Corporation of 
Japan (Bridgestone) have set up a plant 
for manufacturing steel belted radial 
tyres and lubes at Kheda in Indore The 
plant, which is at par with any of Bnde- 
stonc's plants in ihc world as far as 
technology is concerned, is the most 
modem plant in (he country and has a 
capacity to manutacture 2 million steel 
belted radial tyres and tubes per annum 
for passenger cars and light vans The 
plant has currently introduced four pat¬ 
terns m IS sizes using the latest RCOT 
and DONUTS technology This is the 
41st plant ID Bridgestone’s global 
operations 


NA means not available 
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COMMENTARY 


Communalism, Incomplete Histories 
and a Congress of Secularism 

Aninidh De&hpande 

The opponent of the BJP would do to re<opnise that a lentnst 
government led hv the Coniite\s <an at be\t he a weak buffet against 
the social threat posed hv the (oniniimal mentahtv Their attitude to 
the emeigin^ lentie left loalition must theiefore he lantious and 
< oiuhtional 


AS the vcai 1 'tvs draws l«> an end il should 
be evident even to the votaiies ol the BJP 
that the toaes ol hindiitva having set 
new standaids oi inisgovcrnani.e in many 
partsol iheioiiniiy lould well lacedecitne 
and isolation by thi vear 2(KM) Al) In tin. 
last lew months centre lelt alignments 
lorged along well known lines have 
begun to emerge I here is a possibility 
that a C'oiigiess goveininent led by Soma 
Ciandhi and siippoited by the otticial lelt 
the leligious minoniies and some caste 
based.paitics might altn all lead New 
Delhi into the new centuiy Once again 
like 111 IVHt) people aie beginning to say 
that despite its obvious limitations onh 
the Congiess is capable of governing 
India with a semblance of otdei and con 
tiol But these perceptions oveilook tin 
fact that neither the Conmess nor the othc i 
secular panics have utilisc-d the DIP s 
prcdicainciU to their lull advantage 
IheConeuss is not as strong is some 
celebrities in the capital's cocktail ciiciiit 
think I he erstwhile social )usti<e 
parties are m disairay as recent events in 
Karnataka siigitest and I aliMi Piasad Yadav 
rs lacint’ the piospect of going to |nl as 
a tall out of the loddei scam I he likely 
future of the communal seculai contron 
tation can he examined with relcience to 
these lacts 

The defeat ol the BJP in Delhi was a 
loR'goiv cone fusion given the conditions 
inherited by it m I'W^ and created in the 
capital during the last live years TheRSS 
BJP wcie voted to power because people 
wanted discipline but what they got was 
unprc-cedented adinimstrativ e paralysis 
Fheie is no doubt that the Congtess ts also 
the CO architect ol the ugly edifice called 
Delhi but the BJP has displayed exem 
plary mismanagement m dealing with the 
capital's problems An appeal, based on 
newspaper and maga/inc reports issued 
vy the Delhi Citi/ens' Porumjust belorc 


the assembly polls in Delhi c<>ntams some 
interesting inlormation The supporters ol 
hindutva can pay attention to these 
I or instance, when the price ot onions 
soared in Delhi the then chief minister 
Sahib Singh Verma, like a famous Prench 
queen insisted that this was no cause for 
worry bc'caiise the ptmr do not oat onions 
Duiim; ihe dropsy epidemic when 60 poo 
pic had already died and 2 5(K)wereill, the 
health inimstertned toconv nice the pinipie 
of Delhi that all edible oils available in the 
capital were fit for human consumption 
Since I'WJ the people ot Delhi have incieas 
iiiglv sufleied untold miseries specially 
dui mg the c apital's long summer, bee ause 
cd the deteriorating power, w atcrand pollu 
lion related situation As a consequence this 
summer many pio BJP localiiies luined 
iiotous against an insensitive admmisira 
tion I he appeal with the help of statistics 
ol kidnapping, lapc, dacoifies, etc also 
s lysihat under BJP lule Delhi has become 
the c rime capital where the c ustodians ot 
law and order are responsible for the 
highest number ot custodial deaths in the 
countiy Hence it is not sinprising that 
a It) point survey puts Delhi behind the 
ihiee other Indian metropolitan cities on 
the eve ol the 21st century with respect 
to water, public health sound and air 
pollution, slum and traffic conditions 
f/'ioiiz/mt, July 1 1998) The conclusion 
IS simple the people ol Delhi may have 
nioie money than, say. then friends in 
( hennai or Calcutta but their quality o( 
lile IS pathetic Whether the BJP is entirely 
to blame tor this sad slate ol affairs is 
debatable but the question is whether the 
people have a choice 
In the last six months the BJP-Icd coa¬ 
lition has done almost everything to harm 
Use II Much ol international opinion has 
become critical because of the bomb The 
masses have turned against it bccau.se of 
piiccs The minorities have finally been 


alienated by its ham-handed education 
policy The middle class has turned against 
It because of its widely perceived inability 
to maintain law and ordei And finally, 
even business appears unhappy with the 
failure of the government to formulate and 
execute effective policies against the stag¬ 
flation cuirently plaguing the economy 
India has almost always had bad govern¬ 
ments and progressive sections never 
expected anything betterof this nght-wing 
coalition but if we have seen the worst of 
middle class political ollenngs how cred¬ 
ible IS the current 'secular' alternative > 
In Its hurry to denounce the BJP the 
Congress seems to have forgotten that it 
IS pi imarily responsible for Ihe emergence 
of hindutva as a major political force in 
the 1980s and 1990s However, encour¬ 
aged by the prevalent popular percep¬ 
tions, theC'ongress has, ol all things, started 
defending the emergency once again 
Apologies and introspection are gradually 
giving way to a grossly misplaced opti¬ 
mism w hich in turn, is being aggressively 
promoted by party ideologues In the * 
official left Ihe mood is reminiscent of Ihe 
late I96(K and an alliance with the Con- 
gress at the centre is almost as gCKid as 
made Hisloiy. it seems, is set to repeat 
Itself In this context, and specially with 
rclcrence to the Quit India movement, 
some prominent intellectuals have urged 
the Congress to examine whether the 
communists aic nationalists good enough 
to befiiend These doubts arc simtehing 
into the past which, as usual is being re¬ 
fashioned to suit ideological interests But 
IS criticising the communists enough' II 
you think political sins cast long shadows 
what about the ‘mistakes' made by the 
Congress duniig the freedom struggle and 
the post independence period'^ If the 
Congress is seriously thinking of defeat¬ 
ing ‘hindutva'm the long tenn. its agenda 
of self criticism should honestly include 
many more issues than merely the Ayodha 
‘shilanyas*. Muslim Women’s Bill and 
Operation Bluestar To begin with, the 
eulogy of Quit India, if nut more, needs 
tminsidcratton to place the Congies,s along¬ 
side the BJP in context 
In the normal anti-communist discourse 
entertained by the RSS and Congress both, 
the Indian Communists arc abused for 
having supported the Bntish during the 
second work! war fn>m 194) onwards. 
Their conduct is often labelled traitorous. 
Hus has been the trend specially since the 
early 1980s when Arun Shoune ‘discov- ^ 
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movements for the fOndu right and other 
casual studentsof Indian histoiy. the point, 
however, is not to dispute historical facts 
but to see more facts in the puraiit of 
integral, and by implication, non-partisan 
history This must be done even if it 
involves criticising the 'secular national¬ 
ism' ot the Congress For instance, can 
senous scholars reduce tl» truth of Quit 
India to an examination of who supported 
the Raj and who did not dunng the t940s' 
If that IS the case then why don’t some 
oi them cntically examine why the Con¬ 
gress helped the British and the Muslim 
League cifcct the partition of India'' Why 
did Nehru surrender to the two-nation 
theory and accept the Muslim League as 
the representative of Indian Muslims in 
1946-47 despite the position ot the Con¬ 
gress on these issues since the 1930s'' Was 
the Quit India movement in any way 
responsible for the partition of the coun¬ 
try ' Why did the Congress resort to Quit 
India in the first place' The answers to 
these uncomfortable questions not only 
revitalise Indian history hut also tell us 
'-*hat the Congress made some critical 
mistakes’ in the 1930s These were 
‘mistakes’ lor which the country paid a 
heavy price in the subsequent decades 
And these arc ‘mistakes' which the gos 
emment of India, its schrxils and Films 
Division documentaries have never high¬ 
lighted despite the secular’ policy of 
education followed by Congress govern 
ments alter independence 
But. for the sake of seculansm’s future, 
these searching questions will have to be 
answered To begin with the last question 
why lesort to Quit India in August 1942 
When the war broke out in 1939 the 
Congress was busy working the Govern 
ment of India Act f 193^) in the provincial 
ministries (1937- 39) The record ot these 
governments torn^d by the most powerful 
political force i n India was ordinary enough 
not to surprise the critics of the Congress 
The war inadvertently un-burdened thi 
Congress leadership However, Gandhi s 
policy of individual satyagraha against tht 
government dunng the early stages ot thi 
war was not a senous threat to the Bntish 
By 1942, when recruitment peaked out 
the Congress was desperate to do some 
thing to win back popular support and 
erase from popular mcinory the mcdiocrx 
performance of its proviiKial govemnunts 
Towards the middle of 1942 Gandhi 
wrongly began to think that the Allies 
would lose the war and the tune had corqe 
to put pressure on the Bntish for imme¬ 
diate concessions Hencecame the sudden 


and localised ^ Auitust Revtriution* wMdi 
was scotched in a matter of few months 
by the colonial state. 

The way this nationalist misadventure 
unfolded is interesting. Instead of plan¬ 
ning the movement the Congress leader¬ 
ship, except some younger elements like 
JP and Aruna Asat Ali, left the cadres 
ieaderless and went to jail The whole 
affairappeaied rather spectacular m August 
1942 tat Its consequences were grave 
Firstly, tta Congress was left in no position 
to constructively execute its policy, if there 
was one in the first place, towards the war 
effort Secondly, those Indians who wanted 
to actively oppose the British were left 
clueless at the mercy of a ruthless 
government Thirdly, by prefemng arrest 
the Congress leaders committed a monu¬ 
mental blunder and left the colonial gov¬ 
ernment completely open to anti-Congress 
influences And finally, in the absence of 
the Congress, the mass influence ot the 
Muslim League, which wholeheartedly 
supported the Bntish, grew for the first 
time In the upshot the Muslim League and 
the communists emerged stronger from 
the war compared with the Congress which 
turthermore, failed to capitalise on the 
post-war unrest prevalent in large parts of 
India during the winter of 1945-46 From 
there the transition to partition and en¬ 
demic communalism was smooth In the 
light of these facts was the Congress not 
responsible lor this as much as the Muslim 


Letigta, tta British ami dto comnuini^ 
Tliere is a school of thought according 
towhidithecynicalCongiessofthe I97te 
and 1980s is mainly responsible for the 
growth of contemporary communalism in 
India. Intellectualsofthis persuasion would 
have us believe that tafore 1947 the 
Congress was a fairy queen of secular 
nationalism Fortunately for the left lib- 
ertanans all the facts do not support these 
retired worthies Even before indepen¬ 
dence the real commitment of the Con¬ 
gress to socialism and secularism, despite 
Nehru’s vision, could never be taken for 
granted Congress propaganda, often 
purveyed by well placed leftist intellec¬ 
tuals, has always provided a nationalist 
mythology which only the naive will now 
take seriously Nonetheless, in the interest 
ot India’s pluralistic social fabric, the Hindu 
right must be democraucally removed from 
power A Congress-official left alliance 
seems all set to do so in the near future 
But the true opponents of the BJP would 
do well to realise that a centrist govern¬ 
ment led by the Congress ca% at best, be 
a weak buffer against the social threat 
posed by the communal mentality There¬ 
fore their attitude towards the emerging 
centre-left coalition can only be cautious 
and conditional Going by party history, 
what and how much good can Indians 
expect of another pageant ted by another 
Gandhi'' The first time was a tragedy and 
the second might well turn out to be a farce 
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KERALA 

State Government versus 
Commercial Banks 

(By a Special Correspondent) 

In no othet suite luiie the opetatums of (ommenial hanks been 
suh/eiteJ to suih close sciutms as in Ketaia The state gcnernment 
and the hanks base been engai^ed in a nar oj \sonls ovei the hanks’ 
loss t ledit-deposit latio in the state Whcte does the truth Ite^ 


rm poor cii'dit expansion in Kcrila as 
rellecled in the lower than avi race e ledit 
deposit latio has erealcd much hail blood 
between the goxornmeiit <ind the manage 
ment ot the commercial banks opci atini: 
in the stale Being a cntual input toi 
economic growth the trends in credit hast 
also attracted the alleiiiion ol anaivsts 
commenting on the peitorrnancc ol tin 
Keiala cconomv 

Ihere is no densmg that the cicdii 
deposit latio ot hanks m Keial i has been 
persistently lower than the national a\er 
age and that in the neighbouring states 
It was as low as 4^ pel eenl it the end ol 
June I9‘JS Olcouisc alowciedit deposit 
ratio could be atlrihute'd lo a lasler use in 
deposits or lower pae e ol eiedit expansion 
or both In Kt lala both lac tors sec in to hi 
o|)eraling (liven the limited scope foi 
expansion ot high soliiinc indusiiial ad 
\anees the continuous use m NKI depo 
sits has depiesscd the banks ( D latio 
IhcRBIgoscnior mhismid termicsiew 
ol the moiielarv and cicdit situation has 
used two vaidstieks lo measure ii source 
flow lo the economy troin the oigamscd 
financial seiloi (i) ineicasc m lood and 
non lood credit tiom hinks and (h) total 
bank ciedit plus hanks investment m 
shares elebcntuies and commeicial papc'i 
as well as loans hv Imancial mstilulions 
and capital issues In teims ot cither ot 
these measiiie s the total resource How into 
the Kerala economy Irom the hanks ind 
other institutional lenders is low 
According lo the I Dh government the 
mam reason loi the pcKii perlormancc ot 
hanks on the cicdit Ironi is the apathetic 
and disciimmaiorv attitude ot banks to 
financing Kerala s development pio 
grammes Ihe reference obviously is 
lo the bulks iililude to the Peoples 
Planning Piogramme launched by the 
CPM led government The state minister 
for industries has gone to the extent ot 
saying that Kerala’s industnal backward 
ness can be attributed solely to the banks 
low credit-deposit ratio LDP spokes- 


peisons have charged hank managements 
with actii illy discouraging bank olticials 
who want to assist the implementation ol 
Ihe People s Planning Piogramme Bank 
managements had also allc'gedly refused 
to CO operate with the government and not 
heeded Us reqiie’st that bank officials be 
deputed lo serve on Ihe expert commiltc'es 
se'l up at local and di4iicl levc'ls to help 
m Ihe preparation ot tec hnicallv sound and 
t mane lally viable protects lor me luston in 
the plan (he hanks, on the other hand 
have gone ahead with the lormiilation ot 
block and district cicdit plans m a routine 
manner as rc'quired undei then all India 
guidelines Ihcse plans proved to be out 
ol step with the pi lorilies and piogrammes 
ot the local bodies 

Ihe vice chairman ol the Kerala plan 
mng hoard hasalsoaiiedsimilai ci iticisms 
ol the hanks He has clanticd that banks 
hid iievii been asked to tinancc the 
I’eopics Planning Programme The stale 
eovcinmeni having decided to earmark 
to 40 pel cent ol st ite plan loi li'cal bodies 
only the co opeiation ot bank manage 
ments in illowmg their olticials to assist 
in the picpaiation of projects by the local 
bodice had been sought by the govern 
ment \\ith such assistance Ihe govern 
ment hojicd ihe hical bodies would be 
ible lo come up with viable piojccts and 
sc hemes w Inch could Ite tinaiicedby banks 
I he banks according to the state govern¬ 
ment had reluscd to shoulder their social 
u sponsibility ot associating themselves 
with the statutory expert committees 
constituted by Ihe stale government to 
ensure that projects identitied by the local 
bodies were sound and satisfied commer¬ 
cial credit norms What the Kerala govern¬ 
ment had sought (tom the bank manage- 
menis was nothing more than the practice 
being followed m Ihe implementation ot 
various anti-povcity programmes of the 
union government fhe deputy chairman 
ol the planning board has said that the 
bank managements should have availed 
ol the opportunity extended to them to 


involve themselves in locaMevel piaq> 
mng which could have helped to identify 
bankable projects, about the absence of 
which they are always complaining 
Banks operating in Kerala, on the other 
hand, attribute the low credit-deposit ratio 
in the state to the poor credit absorption 
capacity of the state’s economy Not many 
viable projects are brought before the banks 
for consideration They point out that 
because of the dismal infrastructural fa¬ 
cilities the private sector tn Kerala has not 
come forward to set up industrial projects 
involving sizeable investments All that 
the state can boast of are a tew show-case 
public sector enterprises set dp decades 
ago All governments in power in the 
state, irrespective of their political colour, 
have failed to expand and improve in- 
Irastructure lacilities which could have 
encouraged the industnalisation of the 
state They have also tailed to discipline 
organised labour so that continuous labour 
militancy has contributed significantly to 
the uncongenial investment climate in the 
state Banks also point to the overall slow 
down in cicdit expansion because of the 
sluggishncssinthecconomy Banks’ hesi¬ 
tation in expanding advances out ot vola-« 
tilcNRIadvanccsiscitedas another reason 
for poor credit growth m Kerala 
lo turn to Ihe views ot pnvatc sector 
industry in Kciala the president of the 
Indian Chamber ot Conimcicc and Indus 
try has said that the state government 
should be able lo create an atmosphere 
congenial to industnal growth in the state 
and divert NRI remittances to the indus- 
tiial sector Only then could a realistic 
assessment be made ol the banks’ credit 
deposit ratio According to him, where 
there is sound cntrepreneuiship the rest, 
including finance and tec hnical know-how, 
would follow Kerala lacked entrepreneur- 
laltalent Tochangethensk aversemindset 
of Keralites awaieness of the possibilities 
ol industrial growth should be created 
nght from the school level The half¬ 
hearted and incdcctive lobbying by state 
ministers and bureaucrats with the centre 
for enhanced plan outlays and to get invest¬ 
ment projects sanctioned actually contrib¬ 
uted lo the backward stale of the economy 
by creating a sense ol dependence 
Perhaps in no other state has the per¬ 
formance of commercial banks been sub¬ 
jected to such close scrutiny as in Kerala 
The complaints of the peoples represen¬ 
tatives are understandable considering that 
only a relatively small proportion of the 
sizeable deposits mobilised from the people 
of the state is lent by the banks to local 
trade, commerce, industry and agricul¬ 
ture At the same time, ttere is force m” 
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the btikici' ugumesht that Oim ate not 
many tangible and vi^le projects forth¬ 
coming to be financed. Butcanthebanlcs 
claim chat they have been earnest in pro¬ 
viding Hnance to all the eligible .small and 
medium borrowers, particularly in area.s 
such as information technology? There 
have been reported instances of bank.s 
having left software and marine products 
entrepreneurs and exporters in the lurch 
at the last .stage of the credit sanctioning 
process Banks’ performance in financing 
pnority sector, IRDP and PMRY projects 
has also been lacklustre, even though the 
recovery experience in the state has been 
significantly better than in other states. 
Between 1988 and 1997 the priority sector 
to total credit ratio fell from 54 to 47. 

'Ihat there exists unsatisfied demand for 
credit in the state cannot be disputed. A 
leceiit report in a national English daily 
showed that housewives in villages in 
Trichur district borrow at exorbitant rates 
ol interest from moneylenders Irom 
neighbounng districts of Tamil Nadu 
riicre arc apparently some 200such mobile 
financiers operating in the district Farm 
laboureis. marginal farmers and construc¬ 
tion and other casual woikcrs form the 
customers of these shy locks The quantum 
of loans, which are mostly taken tor 


THE buiden of being India's capital has 
weighed down Delhi’s development in 
several ways Although Delhi’s popula- 
iion IS hle.sscd by higher public spending 
per capita than citi/cns elsewhere in the 
country, the rule ot the state in Delhi’s 
affairs has been largely pernicious. Themes 
.such as administrative centralisation, the 
paradox of a 'planned city’ which is syste¬ 
matically subverted by its politics, and the 
estrangement which marks Dethi-dwel- 
lers, figured prominently in an Indo-French 
seminar on Delhi which was held few 
months ago. Entitled ‘Delhi Games; Use 
and Control oflJrban Space-Power Games 
and Actors’ Strategies', this .seminar was 
jointly oiganised by the French Centre for 
Human Sciences and the Centre for the 
Study of Developing Societies, at the end 
of a five-yearcollaborative research project 
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dooMffliption pbfpMes, is increaaed dll the 
basis of dK track record of repayment 
This could be just the tip of the iceberg 
and such private moneylenders could be 
flourishing in the state's other districts as 
well. Fearing the high transaction cost 
involved in financing small borrowers, 
banks may be hesitant to enter this area 
for possible business development. But 
the phenomenon suggests that there is 
scope for enlarging micro-credit delivery 
through linkage with self-help groups. 
Banks can take the initiative in forming 
such self-help groups in the villages. 

As the government and the banks con¬ 
tinue to trade charges, the basic devel¬ 
opmental issues in the state remain un- 
addiessed. Instead of pointing accusing 
lingers at each other, an attempt should 
be made to resolve the problem in a col¬ 
laborative spirit. The issues involved are 
many and complex. It is worth consider¬ 
ing whether the RBI should not set up a 
committee under the chairmanship of the 
chief general manager of the Reserve Bank 
in Kerala with representatives of 
NABARD, the state government, the 
commercial bank.s and financial institu¬ 
tions as well as industry and trade to .study 
the problem of resource flow into Kerala’s 
economy. 


on the city of Delhi and its contemporary 
evolution. The seminar brought together 
several disciplinary perspectives in a 
welcome attempt at systematically syn- 
lliesising a sociology ot Delhi While the 
papers pre.sentcd were varied in character, 
ranging from a socio-economic analysis 
ot electoral patterns in Delhi by V B Singh 
to a study of the changing social bases of 
Hindu nationalism by Christophe Jaffrelot 
to a very personal evocation of the city 
through the iconoclastic lens of photo¬ 
grapher .Satish Sharma, most of the research 
clusterod around a few key issues. 

Migrants ano the MA.sTkR Plan 

The primary issue addressed in several 
papers was the role of the state in defining 
the character of the Capital. State interven¬ 
tion has detenninedtliedisposition of urban 


qiiH» in DtfSd to iM exttM aimott 8^^ 
cede n ted in India. Be ii ShahjdiuatM^Or 
Lutyens* Impoial Capital or the resettle¬ 
ment colony of Seelampur established 
during the emergency to tidy iq> the ci^r, 
Delhi’s design has largely sprung from the 
imagination of planners and politicians. 
As A G K Menon pointed out, the cachet 
of being acapital has given Delhi nottiile 
architectural landmarks such as Red Fort 
and Rashtrapati Bhawan, statements of 
national pride and the prestige of the state. 
It has also made the city the subject of 
strenuous state attempts to shape the living 
and woiking environment ot its inhabit¬ 
ants. Isabelle Milbert’s paper discussed 
the prolifcrauon ot plans, regulations and 
authorities which are a part of this 
endeavour. But at the same time, the so- 
called planned city has coastantly been 
undermined by politicians and by the 
inexorable tide of migrants. Tarun Bose’s 
paper on unauthorised colonies pmnted Ur 
the corrapt linkages between local poli¬ 
ticians and land-grabbers, which mock 
Master Plans by presenting the fait 
accompli of encroachment. Veronique 
Dupont's study ot migrants in Delhi used 
censusdatatotrace the phenomenal growth 
of the city. 

The posing of issues such as land-grab 
and migration as ‘problems’ points to a 
common underlying pattern, viz. that 
politics and planning are conceptualised 
as operating on different plans. As the 
bureaucrat A Sundaram remarked, plan¬ 
ners have a utopian notion of what Delhi 
should be like - a smaller, more 'manage¬ 
able’ city. Therefore, the rate ot growth 
in migration is consistently under¬ 
estimated, as arc requirements of public 
inirastructure Plans arc usually sanitised 
versions of reality where phenomena such 
as speculative real estate deals or un¬ 
authorised construction cither do not exist 
or are‘aberrations' The exercise of plan¬ 
ning which rarely recognises the political 
economy of urban growth renders itself 
irrelevant. This docs not mean that plan¬ 
ning as a tool for designing desirable urban 
‘ li fescapes' .should be discarded, but rather 
that planning in Delhi, because of its 
persistent refusal to acknowledge the 
political economy of the city, has failed 
to live up to its potential for creating an 
environment which is both humane and 
dynamic. 

Yet, at the same time, the imperatives 
of control which underlie planning pro¬ 
foundly shape the lives of Delhi’s citizens. 
Satish Sharma’s phouigraphs capture the 
absurd paranoia of VIP secunly which , 
place parts of the city, including public 
areas like the streets of New Deltd, off- 


Towards a Sociology of Delhi 

Report on a Seminar 

Amita Bavkskar 

To what extent must one expect a atv to be defined as a singular 
comimmity sharing a common identitv and a public culture Or will a 
mteropolis be, by its very nature, many things to many people, 
marked by composite cultures and multiple life-worlds? 
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limits. Sharma .scorns the trite images of 
the city which showcase Mughal tombs 
or exotici.se ‘culture’ in the Walled City. 
His pictures treat Delhi's monumcntaiity 
as a millstone around the photographer’s 
neck, to be thrown oft in favour of overtly 
political subjects such as the Bofors gun 
in a Republic Day parade or a Black Cat 
commando at the inauguration of an art 
exhibition. 

Another absorbing presentation which 
used the notion ol power very fruitiully 
to trace the hi.story of an urban settlement 
was by EmmaTarlo. Examining the shills 
which relocated slum aiidjhiiggi-dwellcrs 
from all over the city to the irans-Yamuna 
environs ot Welcome Colony during the 
emergency. Tarlo’s account highlights 
both ‘event’ (eg. the emergency, the 1984 
and 1992 liots) and ‘structuic’ as they 
mutually shape each other over time. The 
sterilisation drive during the cmeigency 
tried to control sonic jhuggi-dwcllers’ 
fertility hy linking it to the provision of 
urban amenities Thus the tying up ol 
(fallopian) tubes and vasectomies was lied 
up to the allocation ot housing plots in 
Seelampur. Tario's data shows that the 
imperative ol pnxlucingastcnlisation certi¬ 
ficate generated two categories ol entitle¬ 
ments- those who got themselves sterilised 
and those who paid .someone else to get 
sterilised, thereby attaining (he status ot a 
‘motivator’ C’oupicd as it was with a brutal 
demolition diive against jhuggi-jhonpns 
and slums, many people had little choice 
but to comply. Through her account of 
Welcome. Tarlo argues that it is often 
hi.slonc events which create a political 
context in which urban plans become 
realities. However, hi.slonc events ‘distort’ 
urban plans with such regularity that it is 
tempting to perceive them as the 'hidden 
agents’ of urban development itself 

Rt-SI.STANCr AMI Sl HVlVAl, 

The life histones of people in the re¬ 
settlement colony at .Seelampur show the 
compromises, even Faustian, contracts, 
which the poor are forced into in order to 
survive in Delhi. This theme was pursued 
in Veronique Dupont's paperon houseless 
people in Delhi, 'through a .sample survey 
of (he houseless in Old Delhi. Dupont 
argues that living on the streets is often 
the most llexible, cost-cf fectivc option lor 
male migrant labourers. Her study also 
explores the organisational networks ol 
migrants which enable them to collec¬ 
tively earn a living and repatriate savings. 
While Dupont’s paper focused on survival 
strategies. Anita Soni’s di.scussion of the 
predicament of another set of Delhi’s 
labourers, viz. the doubly-displaced work¬ 


ers of Bhatti mines, reflected on iniquities 
in the drstribution of natural resources in 
Delhi. First affected by the closure of 
stone quarries near Mehrauli and then 
again by the declaration of the area as a 
wildlife sanctuary, the rc.sidcnts of Bhatti 
lost their livelihood and now stand to lose 
Ihcir homes as well. In a paper rich in 
detail, Soni contiasts official stringency 
vis-thvis the miners with the latitude al¬ 
lowed to owners of fancy farmhouses in 
ilie area, who.se take-over of land, elec- 
ti icity and groundwater goes unchallenged. 
.Soni’s analysis shows the way for many 
more studies ol urban natural rc.source use 
(.onllicis and (he role ol the state. 

Daia and Irs Limiis 

The seminar was also a useful oppor¬ 
tunity to reflect on the extent and quality 
ol data available on Delhi. Dupont’s work 
on the houseless, for instance, is all the 
more valuable becau.se there arc no gov¬ 
ernment statistics on (he subject Casual 
observation of vendors huddled up in (he 
bitter cold of December nights or rick¬ 
shaw pullers stretched out to sleep with 
the rickshaw scat cushioning their heads 
suggests (hat the number ol people living 
on the streets has gone up enormously in 
recent years. Yet there is no attempt by 
the government to come to terms with this 
phenomenon other than to wish it away 
hy talking of identity cards and a cap on 
migrants. .So also with most activities ot 
the poor. Philippe Cadenc presented a 
paper on Delhi’s economic prof ^Ic in which 
all the data pertained to the formal sector. 
.Since much of Delhi survives by what the 
government calls ‘informal’ activity, we 
know very little about what really makes 
ihe city tick. A greater acknowledgement 
ol the limitations of olficial stati.stics on 
migration, economic activity, etc. would 
have been appreciated. Htiwever. the 
diversity ol method, material and ap¬ 
proaches represented in the different papers 
may, with some skilful pulling together, 
create a coherent multilayered account of 
(he city. 

On the question of method and the 
overwhelming reliance on .straight aca¬ 
demic techniques, one felt that the seminar 
had missed a tremendous opportunity in 
tai ling to draw on the work of the Janwadi 
Adhikar Manch. This federation of trade 
unions and human rights organisations, 
lormed as a re.sponsc to Supreme Court 
orders about the closure of polluting and 
non confonning industries in Delhi, has 
studied .several aspects of Delhi ‘ s environ¬ 
ment and political economy, especially 
the linkages between planning and power. 
Stemming from a strong activist concent 


about the city, the Manch’s studies (no- 
vide a veiy Afferent perspective on the 
issues explored by the seminar. The in¬ 
corporation of its work would have greatly 
enriched the overall perspective presented 
by the Indo-French scholars. Perhaps the 
cschewal of controversial '{mblic concerns’ 
was a deliberate strategy to keep open 
access to government sources of informa¬ 
tion (always a sensitive issue for foreign 
scholars), but the .seminar didend up losing 
in the pnx;css. 

The Unloved Crrv? 

The beginning and the end of the semi¬ 
nar were marked by heated discussions on 
the peculiar relationship between the city 
and its citizens. Narayani Gupta’s paper 
mourned the demise of a Delhi culture and 
noted that, today, residents harbour a sense 
of ambivalence and criticism towards the 
city. According to Gupta, Delhi is nobody’s 
city; it has no community. Ashis Nandy, 
in the final session, was even more catego- 
ncal. Scathing in his comments on Delhi 
vis-a-vis Mumbai and Calcutta, Nandy 
held that Delhi had inspired no movies 
nor myths. It had no (;ivic .sense and no 
urban freedom. These opinions reflect 
on, both, the character of Delhi and on 
the nature of urbanism as a sociological 
phenomenon. To what extent must one 
expect a city to he defined as a singular 
community sharing a common identity 
and a public culture? Surely a metropolis 
is, by its very nature, many things to many 
people, marked by composite cultures and 
multiple life-worlds? It is precisely (he 
heterogeneity of Delhi which is the hall¬ 
mark of contemporary urban experience 
everywhere. 

However, the diatribe of Nandy and 
others points to a disturbing fact, viz. the 
inexplicable hostility towards Delhi among 
many long-time residents. Can this alien¬ 
ation be partly attributed to (he ‘migrant 
mentality’ which, despite making good, 
nostalgically hankers after the charms of 
Bombay in the l9S0s or Lahore in the 
1930s? It is true that Delhi’s well-off 
citizens .seek private solutions to public 
breakdown (in the form of borewells, 
generators and inverters, private security 
and transport), but is that any different 
from Mumbai or Bangalore? As the final 
session of the seminar showed, Delhi 
cannot be captured in well-worn banali¬ 
ties. Much greater data and analytical depth 
is required to do Justice to the sociology 
of Delhi. It is to the credit of the French 
Centre for Human Sciences and the Centre 
for the Study of Developing Societies that 
they have Jointly attempted this extremely 
important endeavour. 
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India in the Image of Bihar 

Arvind N Das 


The migration of students from Bihar in large numbers to Delhi’s 
various academic and professional institutions is a subject for more 
than ‘himtan interest’ stories in newspapers. The political-economic 
impact of this brain drain on backward Bihar deserves serious 
attention. 


IN the early 1980s, when the green revo¬ 
lution was at its peak, attention got focused 
on labourers from Bihar who travelled to 
Punjab and Haryana to service agricul¬ 
tural growth in northern India. Some 
re.search got done on the plight of the 
‘bhaiyyas’ who lived somehow, anyhow 
in the fields; who were ‘bought and sold’ 
like cattle to jat farmers by unscrupulous 
ticket collectors: who were paid much 
lower wages than local labour; who never¬ 
theless contributed their labour to make 
India self-sufficient on the fo<xl front. 
Simitar attention was, however, not paid 
to examining the impact of this ‘brawn 
drain’ from Bihar on Bihar itself. 

More recently, there has been another 
type of humanpower emigration from 
Bihar: that of students who flock to Delhi 
every year to seek education and oppor¬ 
tunity. This 'brain drain’ hasevoked much 
greater public interest in Bihar and local 
newspapers have highlighted the issue with 
much greater seriousness than they dis¬ 
played in covering the migration of more 
than 10 lakh agricultural workers from the 
state. In the nation’s capital too, the influx 
of Biharis generally and of Bihari students 
in particular has become something of a 
public i.s,sue. These got talked about even 
in the context of the recent assembly 
elections in Delhi during which analysts 
held forth on the changing demographic 
character of the metropolis. Earlier too, the 
.selection of candidates for election to students 
unions in different universities and colleges 
has also reflected the proportion of Biharis 
in the city’s educational institutions. 

It is not that .students from Bihar have 
not moved out of the state earlier. TTie 
beginning of this century, which witnessed 
the emergence of the professional middle 
class in Bihar, also saw many of its lumin¬ 
aries moving to colleges and universities 
outside the state in the quest for highcr 
leaming. Stories aboutthcspectacularacade- 
mic performance of Babu Rajcndra Prasad 
in Calcutta’s Presidency College have 
become legends oft-repeated in the state. 
The casteist humiliation heaped on Babu 
Jagjiwan Ram in Banaras Hindu Univer¬ 
sity is not recalled so oftea but it is neverthe¬ 
less well-known that he too had to go out 
of Bihar to get a university education. 


There are also many stories of Biharis, 
wise and otherwise, who, like the 'first 
Indian writer in English’ Dean Mohamet, 
travelled to London and elsewhere in 
pursuit of both Saraswati and, perhaps 
more important, Laxmi. The route they 
tollowcd in many cases took the short-cut 
of the ICS abbreviation. A few like Jaya 
Prakash Narayan trudged a different trail 
and went to the US where, ironically, they 
imbibed the ideology of socialism. 

lire earlier educational exodus from 
Bihar was generally motored by a ‘pull 
lactor’. The difference today is that the 
student migration that is taking place now 
hasacombinationofboth ‘pull’ and ‘push* 
factors behind it. Students moving out of 
benighted Bihar are. of course, chatting the 
dream of better opportunities outside the 
stagnant, backward and lawless state. A 
major draw in this regard lies the apo¬ 
cryphal tale that while children elsewhere 
begin the alphabet by learning ‘ABC’, 
infants in Bihar are first taught ‘UPSC 
- the Union Public Service Commission 
is the most attractive avenue for mobility 
111 a state where it docs not matter whether 
service is civil or uncivil as long as it 
ensures employment. 

However, the fact that thousands of stu¬ 
dents are moving out of Bihar every year 
is also attributable to an almost complete 
breakdown of the educational system in 
the .state, prompting anyone whocan afford 
it to vote with his feet against the ‘aca¬ 
demics mafia' that prevails there. There 
are many aspects of the ‘educational 
banditry’ which make their ugly appear¬ 
ance from time to time. It is estimated that 
there arc at least 4,000 university teachers, 
many of whom have been promoted to 
professorships, who have been employed 
in colleges which do not meet any stan- 
dardsat all. Theseareestablishments which 
a succession of politicians like that well- 
known patron of higher education. Ram 
Lakhan Singh Yadav better known in the 
context of the urea scam, and that illus¬ 
trious person of academic distinction, 
Jagannath Mishra- both currently charged 
of different ciiminaloffences-have helped 
to become constituent colleges. The fact 
is that this kind of blatant academic 
patronise has been doled out by almost 


idl ^mainttieam’ poHlknatts incioKfing, it 
is said, Ranjan Yadav, a enmy of Laioo 
Prasad Yadav. The fact also is th^ many 
of these teachers were appointed as lec¬ 
turers and subsequently promoted ev^ 
without the minimumMasters degrees and 
many such constituent colleges are no 
better than cattleshcds in terms of infra¬ 
structure. Nevertheless, the brave words 
uttered by judges of the Patna High Court 
and others who want “tocleanse the Aegean 
stables which are Bihar’s educational 
system” appear to be no more than sound 
and fury signifying precisely nothing. This 
is also, of course, because Laioo Prasad 
Yadav and his wife have been extremely 
coy about initiating any action against 
members of the education mafia who 
occupy positions in theircouncii of minis¬ 
ters and others who are close friends, 
political managers and cheer-leaders. 

Thus, higher learning has been turned 
into a cruel joke in Bihar, driving students 
to despair and flight. Earlier, a few went 
to Calcutta and elsewhere principally to 
better their prospects; now, thousands flee 
to Delhi merely to escape the rot in Bihar 
and to seek academic refuge. They throng 
Delhi University, Jawaharlal Nehru Uni¬ 
versity, Jamia Millia Islamia and other 
academic and professional inistitutions 
where they try to get some degree of 
security if not also advancement. It is 
instructive to note that in a situation as 
in Bihar where the legitimate economy is 
stagnant and the only ‘growth sector’ is 
crime, access to education and degrees is 
the only mode for any kind of possible 
upward mobility. It is for this reason that 
a government employee, for instance, who 
might earn a net amount of Rs 1,500 per 
month will spend more than Rs 400 per 
month in sending his .son (not generally 
the daughter) to an ‘English medium con¬ 
vent school’ in a small ‘kasba’ and then 
.spend more to send him through a scries 
of coaching institutions that d<it the streets 
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of towns like Patna like marks of a virulent 
small pox It IS only one step from that 
to migration to Delhi 
In Delhi, the immigrant Bihan student 
IS often a stranger to the globabscd elite 
and the metropolitan mode that shape what 
passes as culture in the nation’s capital 
city Besides, the social arrogance ol the 
‘locals - many ol whom aie themselves 
relugecs from Pakistan and elsewhere - 
ui-o vrt the more lecent immigrants is a 
factof Delhi side Dius the Bihan students 
who are dciisively called Harrys' and 
even vimetimes Haiias if their accent is 
particularly marked arc uncomfortable for 
years in the (.apital city of the country 
whose one citi/en out of every 10 is from 
Harrysburg Ihesituationofgiil students 
IS particular!) had l>cspite piotestations 
ol equal oppoitunitv and gender equality. 
Delhi Uiiiversitv has not thought it tit to 
provide anywhere near .idcquaie hostels 
lor gill studciits As such thousands ol 
girls have to live in poky little holes made 
available hs Mpacious landlords in Ihc 
areas aiouiid the univeisiiy And the only 
silver lining in then clouded existence is 
the sense of I rccdoin that they get in Delhi 


THE Population boundation of India has 
recently published a monograph State of 
India's Population' in which among other 
things one finds estimates of the human 
development index (HDD the gender 
related health index (GRHI) and the re¬ 
productive health index (RHD The dis 
cussion that follows ccntics on the last ol 
these three composite indices, the RHI 
Composite indices are generally used to 
mcasurt phenomenon that ate multi¬ 
dimensional in tei ms ol c onccplualisation 
Several variables measured in different 
units or on different scales are combined 
to obtain i single dimension to represent 
the phenomenon being studied Repro 
ductive health is the complex construct 
that IS being measured here using an index 
This index is said to measure the re 
productive hcalthstatus in Ibmajorstates of 
India However, it does not really consider 
reproductive health Instead it takes into 
account several variables that measure the 
dynamics of reproduction within the stales 
It seems to be biased by the need to have 


away Btim the ‘feudal’ constraints and 
tiaditional orthodoxies of their homes 
All this, however, would have been at 
best only the stuff of ‘human interest’ 
journalistic stones but tor three factors 
the sheer numbers involved, the political- 
economic impact on backward Bihar Itself 
of such ‘brain dram’ combined with ’brawn 
dram’ and the socio-cultural effect of a 
large segment of the state’s new generation 
being exposed to ‘modernity’ and even 
post-modemity’ in the metropolis II the 
tail end of the Bengal Renaissance influ 
cnced people like Sachidanand Sinha and 
Raiendra Prasad to attempt to create a new 
Bihar in the early years of this century. 
It IS unlikely that the thousands of young 
people who arc getting Delhi iscd now 
will simply revert to the atrophied culture 
ol their home state It will be interesting to 
sec, for instance how many of the girls ex¬ 
posed to independent student living meekly 
accept casteism and the dowry market 
fhese arc matters for sociologists to follow 
I hey should not ignore it as they largely 
Ignored the migration ol Bihan labourers 
adecadeago I oi, if Bihardocs not change 
It will change India into its own image 


low fertility rates and thus can be seen as 
a measure that evaluates the elfcctivciiess 
of the family planning programme rather 
than reproductive health status 
The International Campaign on Abor¬ 
tion, Sterilisation and Contraception 
founded in Europe in 1*)78 was the first 
to articulate the concept that is now ac 
ceplcd as adermitionof reprcalucti vc nghts 
women’s right to decide whether, when 
and how to have children - regardless of 
nationality, class, race. age. religion, dis¬ 
ability, sexuality or mantal status - in the 
social economic and political conditions 
that make such decisions possible’ (Correa 
19941 Diverse women’s groups from both 
the north and the south were to one opin¬ 
ion that women should be seen as subjects 
and not objects of population policies 
|Dixon-Mucllerl991] Itwasoutofthis belief 
that the concepts of reproductive rights 
and health developed Reproductive health 
IS seen as inextricably linked to the con¬ 
cept of reproductive rights and takes into 
account the ethical regard tor ‘women’s 


integrity and self-determination’ Itisthus 
intmtwined with the concept of women’s 
human nghts [Correa 1994] 

These iniuab vesby women’s health acti¬ 
vists (WHAs) and feminists had developed 
almost independently ofthepqjulation esta¬ 
blishment But. in the 1990s. the concept 
of reproductive health has gradually been 
integrated into the mainstream with its 
acceptance by international donor agencies 
such as the Ford and the Mac Arthur Foun¬ 
dations (Cbirea 1994] and by national govern¬ 
ments, especially in the post-bilemational 
Confeienceonfkipulationand Development, 
1994 period (see lor instance the Manual 
on Target free Approach in Famity Wel¬ 
fare Programme, Government of India, 
1996) Other UN bodies and multilateral 
agencies like the Population Council have 
acceptedthe need toraquality of care tramc- 
woik and the World Bank has included 
a set of recommendations on reproductive 
health {World Development Report, 1993) 
The WHO has also extended its mandate 
to include co ordination of the global 
research effort in the field of repioduclive 
health [Benagiano 1994) In spite of these 
efforts towards the integration of the re¬ 
productive health concept by mainstream 
researchers feminist researchers and 
WHAs have been wary of the co-opting 
ol this concept by the previously popu¬ 
lation control Ol rented establishment 
Hartmann (1993) expresses this wanness 
when she refers to the new mainstream 
discourse as ‘population doublespeak 
The RHI under discussion is the result 
of the ongoing integiation in India be¬ 
tween the old population control regime 
and the new reproductive health approach 
advocated by feminists However, it is 
ideologically closer to the concepts of 
fertility control than to reproductive health, 
thus reinforcing the belief of ‘doublespeak’ 
by the population control establishment 
The reproductive health index is said to 
measure the reproductive health status ol 
the states of India It is a composite index 
constructed by taking into account seven 
vanables, representing dilfercnt aspects 
of reproductive health They are (1) total 
fertility rale (TFR), (2) age specific fer¬ 
tility rate for the age group 15-19 (ASFR 
15-19), (3) birth order, (4) the type of 
attention at birth, (S) pennatai mortality 
rate. ( 6 ) couple protection rate, and (7) 
educational attainment Each of these 
vanables has been converted into indi¬ 
vidual indices I| to I 7 that measure the 
relative position of each state in India 

(I) Total Femltty Rate 

Theiotal fertility rate (TFR) is a summary 
measure ol fertility that gives the average 
number of children that would be born to 
women, if they continue their reproduc- 


Reproductive Health Index 

Measuring Reproduction or Reproductive Health? 

Mala Ramanathan 

The ne\\h-ion\tiu(ted teprodui ttve health index by excluding such 
induators as maternal mortality and childlesmess among women is 
more appiopnate for measuring the status of the family planning 
programme than the reprodiutise lualth status of women 
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(ion at Ae current levels df fertility, lb 
siuiate the state, relative to others within 
the country, the maximum poss ible range 
of the TTO is used to norm the TFR. The 
TFR is said to range between 6 and 1 .6 
and thus, the index becomes, 

I, = (6-TFR)/(6-1.6) X 100 
This measure reflects the reductions in 
fertility, which have been attained relative 
to a possible high of six. The higher these 
reductions, higher the index value and 
better the performance of the state. 

(2) Age Specific Fertility’ Rate for the Age 
Group 15-19 (ASFR 15-19) 

This measures the risk of childbirth that 
women arc exposed to. The ASFR was 
found to vary tet ween 120 to 4 and hence 
have been coasideredasUieuppcrand lower 
limits. This index would thus become, 

Ij = 1120 - ASFR (1 5- 19»/( 120-4) x 100 
A higher index value indicates low risk 
of childbirth in the ages 15-19 years and 
betterthe pcrformanceof the state with res¬ 
pect to maternal and infant mortality rates. 

(3) Birth Order 

With implementation of a family plan- 
lung programme, it is expected that the 
proportion of births of higher order would 
come down. This proportion usually varies 
between 5 per cent and 40 per cent. Using 
thc.se percentages, the index for birth order 
was constructed as: 

I, = (40-ihe observed proportion)/!40-5). 
The higher the value of this index; lower 
the percentage of births of order four and 
above. 

(4) Medical Attention at Birth 

To account for percentage of both births 
Incurring in institutions and those attended 
by trained profes.sionals. this index con¬ 
siders both in the ratio 3:1. to get the index, I 4 . 


( 5 ) Perinatal Maiialitjt 

Perinatal mortality is considered one of 
the sensitive indicators of the condition 
of the mother during childbirth. It consists 
of two components, the still births and the 
live births dying during the first week of 
life. For computation, the perinatal mor¬ 
tality is considered as all deaths occurring 
in the first seven days of birth and the 
number of still births. Using various 
country experiences from the 1960s, the 
upper and lower limits to PMR have been 
fixed at 75 per thousand live births (live 
and still) and two per thousand live births 
respectively. Tlie distance from the higher 
limit against the total range of perinatal 
mortality has been considered as the index 
of perinatal mortality, I 5 , given by; 

1, = (75-P)/(75-2) X 100, where P is the 
perinatal mortality rate. 

( 6 ) Couple Protection Rate due to 
Sterilisation 

I'his gives the percentage of eligible 
couples effectively protected by sterili¬ 
sation. A maximum CPR of W and a 
minimum CPR of 5 has been assumed. 
The index has been calculated as, 

I^ = (CPR-5)/(75-5) X 100 
The higher the value of the CPR due to 
sterilisation for a state is higher the value 
of the index I^. 

(7) Index of Edcation 

This has been calculated as the weighted 
average of middle school enrolment ratio 
lor girls and adult literacy rate for females. 
The weights were in the ratio 1:2. 

RHl 

This is a simple average of the above 
seven indices. It is expected to measure 
the impact of health and family planning 


^ice deiiveiy but idso opportunities to 
education of women. T^ index value 
ranges between 0 to 100 . 

Reproduction or Reproductive 
Health? 

WHAs and other affiliatesoverthe world 
made extensive efforts to get reproductive 
health on the agenda of the world's policy¬ 
makers and donors (McIntosh and Finkle 
19951. The formation of a women's plat¬ 
form preparatory to the International 
Conference for Population and Develop¬ 
ment, and the consequent acceptance of 
a reproductive rights and health-oriented 
approach to population policies by (his 
global forum has given it respectability 
evcnamongthepopulationcontrol oriented 
groups. This has resulted in kindling the 
interests of other academics and there has 
been a spate of rc.scarch exercises, both 
theoretical and empirical in the area of re¬ 
productive health. The construction of the 
RHI is the consequence of one such exer- 
ci.se. Bccau.se of the overwhelming accep¬ 
tance of the notions of reproductive health 
by major donor agencies and governments, 
it has been accepted even by the articulators 
of a population control ideology. 

The notion of reproductive health is not 
the exclusive property of any one groupfs) 
or players. However, the reproductive 
health perspective, by articulating the rights 
of the individual over the needs of the .state 
to ‘arrest population growth’ or promote 
'low fertility rates', may represent a para¬ 
digm shift in the evolution of population 
policies that enunciated'decreasinggrowth 
rates’ or ‘reaching Net Reproduction Rate 
off [.Sriniva.san 1995].It is forthis reason 
the construction of an index for measuring 
reproductive health needs to be imxrred 
to an ideological position. The RHI de¬ 
veloped here represents continuity with 


Tabli’: RHI and Its Comtonents for Moor States. 1995 


.States 

TFR C'PR.S 

(199.5-95) (On Miircli tl. 1996) 

ASFR( 1.5-19) 
(199.5) 

BO(4+) 

(1995) 

MAB (inst) MAB PMR 

(1995) (tr prol‘KI995) (199.3-95) 

MS-ER(F) 

(199.5) 

RHI 

Andhra Pradesih 

2.7 

38 8 

114.3 

12 

41.9 

27 

48.4 

39.6 

44 

A.ssam 

.5 5 

182 

52 6 

28 9 

20 7 

153 

44,4 

60.1 

39 

Hihor 

46 

19 7 

51 5 

.35.3 

14.7 

18.6 

37.1 

24.8 

30 

Gujarat 

3.2 

38.6 

23.9 

18.4 

36.1 

36.9 

39.1 

58.9 

55 

liaiyana 

3 7 

339 

56 5 

20.6 

24 2 

67.3 

41.1 

55.9 

46 

Himachal Pradesh 

28 

40 7 

28 4 

12.8 

23.5 

25 6 

35.3 

74 2 

58 

Karnataka 

2.8 

42 8 

.50.3 

17.5 

49.3 

25.1 

53.7 

54 9 

51 

Kerala 

1.7 

41 3 

27.6 

6.4 

96.3 

1 8 

177 

91.7 

80 

Madhya Pradesh 

42 

27.5 

94.4 

26.3 

13.9 

21.1 

. 53.3 

45.7 

30 

Maharashtra 

2.9 

40 1 

.55 4 

18.5 

47.5 

20.1 

38.6 

75.7 

54 

Onssa 

3.2 

28.6 

48.2 

23.1 

13.3 

22.4 

61.4 

39.9 

39 

Punjab 

2.9 

.38.8 

11.7 

17 

12.4 

85.8 

32 

60.8 

59 

Rajasthan 

4.5 

22.3 

60.7 

27.8 

7.6 

25.8 

46.8 

33 3 

31 

Tamil Nadu 

2.1 

42.3 

.37.8 

8.3 

64.2 

20.8 

45.7 

85.6 

64 

Uttar Pradesh 

.5.1 

19.5 

42.1 

35.9 

7.2 

41.6 

45.3 

32.6 

29 

West Bengal 

29 

29 

66.7 

20 

35.8 

13.4 

40.2 

83.4 

48 

Mean 

3.3 

24.25 

.51.38125 

20..55 

31.7875 

29.2875 

42.525 

57,31875 

47.3125 

.Std Dev 

0.921.593 

9 006199 

25.66466 

8.67763 

24 04.348 

20.79336 

10.04599 

20.51494 

14.3002 

CofV 

0.2793 

0.3714 

0.4995 

0.4223 

0.7564 

0.71 

0 2362 

0.3.579 

0 3022 


.Voff. THl; Total Fertility Rale; CPR-S: Coupk Protection Rate - Sterilisalion; ASFR (1.5-19); Age Specific Fertility Rate (1.5-19), BO (4+). Birth 
Order (4+); MAB (in«t); Medical Attention ai Birth (institutioiial); MAB (tr F»): Medical Attention at Birth (trained personnel): MS-ER (F): 
Middle Stdwol Entolnien Rate (Females): RHI; Repiodoctive Health index. 

Source: Populotion Foundation of India, 1998: Suue of India's Filiation, PFI. New Delhi, pp 27. 
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the previous fertility control-oriented 
policies »id programmes in terms of its 
content. It inc ludes variables that are more 
suited to evaluate a family planning pro¬ 
gramme and the consequent impact on 
fertility rather than reproductive health 
perse, ’fhus, overtly it seems to measure re¬ 
production instead of reproductive health. 

Had the index been labelled differently 
considering its components such as fer¬ 
tility and contraceptive use index instead 
of reproductive health index it wiHild have 
been apt As it .stand.s, this index has been 
constructed with very little understanding 
of the ideological shitt involved in mov¬ 
ing (rom population control to reproduc¬ 
tive health It fullils the need of the popu¬ 
lation control legimc to measure how 
effective the birth control programme was, 
and how many women were saved from 
having too many or too little children In 
terms ot tlic variables selected lor computa¬ 
tion of the index, concern for individual 
women's health docs not .seem paramount. 

COMPONI-Nr Sf-iiciion 

Ot the seven variables used, three are 
indicators ot the levels ot fertility and one 
of the family planning programme perfor¬ 
mance. Only the remaining three vanabics 
can in any sense be said to indicate the 
reproductive heallli status ot women. Of 
the group of tour variables that arc indi¬ 
cators of fertility and family planning, the 
TFR indicates the cunent levels of fertility 
prevailing in the community Admittedly, 
a woman who has fewer children may be 
expected to be in gorxl health, on the ba.sis 
that low TFR IS indicativeof better maternal 
health. But TFR does not Itave a linear 
relationship with repnxiuctivc health. By 
this we mean that while it is true that TFR 
of 6-I- in a developing country situation 
may reflect low reproductive health sta¬ 
tus, It cannot be said that 01'FR is indica¬ 
tive ot the highest level of reproductive 
health. The exi-stencc of women with fewer 
of children or no children could also he 
indicative ot piimary or secondary infer¬ 
tility. which cannot be indicative ot a 
healthy state but of severe reproductive ilt 
hcafth Rather than using the TFR the 
maternal mortality rate could have been 
u.sed in the index of reproductive health 

Alternatively, the percentage of married 
women who remained childless m the 
ages 40-44 years or 45-49 years could 
have as well been u.sed to indicate the 
women's health status This measure has 
the limitation that it also would include 
voluntary childlessness. However, in a 
country like India where children arc 
valued and a mained woman' s status within 
the hou.sehold, the extended family and 
the community depend.s on her child 
bearing [Mendeibaum 1970; Jeffery. 


Jeffeiy and Lyons 1989), the levels of 
voluntaiy childlessness may be negligible. 

The second fertility relied vari^lc used 
m this index is the age specific fertility 
rate for the age group (15-19). This vari¬ 
able is included to reflect the proportion 
of high-ri.sk early pregnancy and child¬ 
bearing. In countries like India teenage 
fertility is mostly within marriage and 
scK'ially sanctioned unlike in developed 
countries where .such pregnancies are cause 
tor both medical and social concern. 
Instead of this variable, the proportion of 
women continuing education within the 
ages 15-19 years could have been consid¬ 
ered as an indicator of the lack of exposure 
to the risk of early child bearing or to 
sexually transmitted disea.ses. As such the 
V ariahle suggested incorporates empower¬ 
ment through education and lack of ex¬ 
posure to risk of child-bearing together. 

Birth order is the third fertility indicator 
which IS selected to indicate the effective¬ 
ness of the family planning programme in 
loducing the higher order births. I'herc is 
no mention of the higher reproductive 
health nsks associated with higher order 
births; rather, the underlying emphasis is 
on the need to prevent ‘undesirable higher 
order births'. The undesirability of the birth 
IS with respect to the state’s notion of how 
many are desirable and thus has no bearing 
on individual women's preferences. 

The next two indicators used, vi/, 
medical attention at birth and perinatal 
mortality are indeed directly related to the 
reproductive health status of women and 
their selection cannot be questioned. PMR 
consists of still births which arc usually 
caused by the lack of proper medical check¬ 
up of pregnant women, lack of nutrition 
and lack of anti-natal care. Mortality during 


die lifal week of b&tfi is most often caosett 
by lacicof attention at the timeof chlldbira 
and immediately afi» unhygienic practices 
during delivery and maternal mortality. 

The sixth indictor used in this reproduc¬ 
tive index is the couple protection rate due 
to sterilisation. This variable may be indi¬ 
cative of the family planning programme 
performance, but to what extent it indi¬ 
cates women’s reproductive health status 
is debatable. The sterilisation surgery could 
itself result in ill health or the acceptance 
of sterilisation may be forced (as it hap¬ 
pened during India’s brief period of politk^ 
emergency). Acceptance of a permanent 
method of contraception may be iflo!4 desir¬ 
able from the perspective of a state that 
adopts a deliberate policy of family size 
limitation. But for women it could be the 
only option available for avoiding pregnan¬ 
cies. High levels of acceptance of sterili¬ 
sation could be indicative of low quality 
of services with respect to other methods 
(Ravindran 1995; Ramanathan 1995]. 

The last of the .seven indicators, the 
index of education indicates women’s level 
of knowledge of health and hygiene, their 
ability to accept new ideas and indirectly 
perhaps the extent to which they are 
empowered to function independently. As 
such, it could play a crucial role in illness 
prevention and health promotion. 

The quantiricalion of the concept of 
reproductive health is to be welcomed, 
provided the operationalising of the theo¬ 
retical concept takes cognisance of the 
complexity of the concept and its ideo¬ 
logical framework. Such cxerci.ses are not 
without their limitations but the need to 
have a quantifiable measure ju.stilies their 
construction. The researchers here rccog- 
ni.se the need to include other reproductive 
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cite lack of accurate data as the teason for 
not using the same. The exclusion of 
maternal well-being from the calculus of 
reproductive well-being reduces the util¬ 
ity of the RHl. With all the inheient limi¬ 
tations it would have been advisable to 
consider these other indicators of repro¬ 
ductive health like maternal mortality, 
proportion of women remaining childless 
at ages 45-49 to construct the RHl. 

Index CoNsreumoN 

An analysis of the computed RHl re¬ 
veals that the variability amtmg the seven 
variables is not uniform. 

Table indicates that the variation within 
the data .set is rather high, the coefficient 
of variation tor the variables ranged from 
a low of 24 per cent to as high as 76 per 
cent. Such a composite index should have 
take cognisance ol the inherent variance 
structure ol the data and thus have used 
appropnate weighLs instead of uniform 
weights as has been done here. Moreover 
one cunnoi say that all of these selected 
components have a linear relationship with 
repnxluctivc health. Barring TFR all the 
other selected indicators can be said to have 
a linear association with reproductive 
health. But forl'FR the relationship would 
be curvilinear. Therefore its inclusion in 
the composite index is questionable. 

Quantification of complex concepts is 
indeed important, but such exercises have 
to he undertaken with caution. It is but the 
means to iacilitale understanding and not 
an end in il.sclf. In lhisca.se. quantification 
has been undertaken without considering 
(he theoretical basis for the concept. There 
is a need tor a composite index since there 
arc several dimensions that need to be con¬ 
sidered while measuring acompiex concept 
such as reproducti vc health. However, such 
an index .should include variables that are 
selected careluily keeping in mind the 
concept being measured and the empiricaf 
justilication lor their inclusion. 
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FINALLY the government of India has 
decided to ament the Land Acquisition 
Act IK94, an act enacted by the British 
to acquire land for economic exploitation 
of the country. The colonial act was meant 
to further the interestsof the British against 
the people of India. The Indian state took 
over the colonial law with its colonial 
understanding of land and earned on with 
It for the ia.st .50 years of our independence. 
In fact, the attiturfe of the Indian state 
towards the acquisition of the land of the 
poor in no way differed from that of the 
British. Under the garb of public purpose, 
the state want on acquiring land of the 
poor and the marginalised. 

To the colonial masters, land was an 
economic commodity to be bought and 
sold for profit in the market. Ownership 
of all land belonged to the government or 
tlie .state. The state was free to acquire and 
dispo.se of land as and when it wished. 
Ostensibly the interest of the people, the 
state had the right and power to acquire 
any amount of land and displace people 
even if the latter had occupied the land 
for thousands of years. In other words, all 
land belonged to the sute. Individuals 
were mere tenants of the state. That was 
the colonial understanding- Since indepen¬ 
dence, the Indian state has operat^through 
tile same legal and economic fmnework 
and displaced about 300 lakhs of people 
in the name of development in the last SO 
years. Tragically, 40 per cent among the 
displaced have b^ tribals and 25 per cent 
are SCs. 
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People work upon land very differently. 
Land is both a source of livelihood and 
of identity. It is more than an economic 
commodity. We have over X per cent 
tribals in this country and another 17 per 
cent are SCs. Forest is the dwelling place 
of most tribals while the SCs eke out their 
living by labouiing in the Fields and 
forests. The land on which they live and 
su.slain themselves, provides security. 
For the SCs/STs land means soil, forc.st, 
river, water, air, food and existence. 
The sute is not the owner. Ail land be¬ 
longs to the community. Community 
thus has the right to use it according to its 
needs. 

Therefore, for the indigenous people 
land IS inalienable. Both the SCs and STs 
cannot sell the traditionally inhenied land 
because it belongs to the community If 
the family has no malechild, the land goes 
to the immediate member of the clan and 
finally, is retained by the community. In 
the act of 1X94 even the British government 
accepted such an undersunding of tribal 
land rights. The tribals did not pay tax 
even to the government. In their 
understanding land was mother earth, as 
sacred as their ancestors. Similar is the 
Indian understanding of land. The lea and 
coffee growers of India and agncuituralists 
too consider the vast lands they have as 
a community resource. Therefore, land is 
not a territory, a geographical unit. More 
than geography, the people who eke out 
their living are more important in (he Indian 
perception. 


Fillip to Land Transfers 
Land Acquisition BiU, 1988 

Ambrose Pinto 


7%e 74th amendment to the Constitution grants decision-making 
powers to the gram sabha in tribal regions. In contrast, the Land 
Acquisition (Amendement) Bill, 1998, aims to speed up land acquisition 
by vesting powers in the district collector, thereby denying tribals 
displaced due to acquisition any say in the development process. 
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Colonial vs Indioenoijs UndI!RSTandin(i 

It is because of these two conflicting 
understandings of land - the colonial and 
the indigenous - there have been several 
conflicLs. The Indian state modelled on the 
colonialstate has been faithful to thecolonial 
undeislanding of land and has gone by the 
legal and economic concepts; land as a 
commercial commodity to be bought and 
sold. However, the people specially the 
indigenous groups kx>k at land as a source 
of identity, .security, existence and life. Their 
entire life's culture is situated around land 
They cannot imagine their very physical 
existence apart from it. 

Given their cultural ways, they need a 
dancing gn>und, a mcla maidan for people 
to meet. live. Icam and grow together. 
They need trees and animals for survival. 
And yet they know when to cut the trees 
to meet their needs and at what penod of 
the year should animals he hunted so as 
not to upset the ecological balance. The 
fore.sts are where their ancestors arc buried 

In keeping with the colonial under¬ 
standing of land, the government of India 
has been acquiring land and indiscri¬ 
minately setting up big factories and 
buildings, mega dams, all m the name of 
development. Since the government is the 
ultimate owner of all land and has the 
power to implement development pro¬ 
grammes, the government decides, plans 
and pnnriti.ses acquisition of land fur 
national development without taking the 
people into confidence 

Largely, natural resources in India (80- 
85 per cent) are found in the tribal and 
indigenous territories. Ninety per cent ol 
coal, 100 per cent of mica and about 60 
per cent of other minerals in India are 
found in tribal territories. In the habitats 
and colonics from Mumbai and Gujarat 
in the west to Meghalaya and Arunachal 
Pradesh in the ea.st. the whole of the 
Vindhyas and Satpura mountain ranges 
with atijoinmg hills, mountains and river 
valleys, the predominant communities of 
indigenous people hold land, forest and 
rivers as sacred and inalienable. 

Over 213 lakhs of people have been 
displaced mostly from the socio¬ 
economically marginalised groups from 
1951-1990. The agony is aggrevated with 
the policy of globalisation and libera¬ 
lisation. The government of India simply 
bulld07.es the vilhagc communities under 
the pretext of greater national interest. It 
is a plunder of economic resources by 
businessmen, MNCs and TNCs at the 
expense of indigenous communities It 
the pre.sent process continues, one gets the 
impression that the tribal people may be 
completely wiped out from the map of 


India in another 25 to 50 years. Land 
meant for construction of communities is 
used for de.struction of people. 

The first step from a colonial under¬ 
standing to a people's understanding of 
land came through the Bhuria committee 
n'port submitted to the government in 

1995. Ba.scd on it, the government of India 
in part IX of the Constitution extended the 
tribal .self-rule provisions with effect from 
December 24,1996. The Gazette of India, 

1996, reads: “4(c). Every vtllage shall 
have a gram sabha consisting of persons 
whose names are included in the electoral 
rolls for the panchayat at the village level. 
Every gram .sabha shall be competent to 
safeguard and prc.servc the tradition and 
cu.stomsof the people, their cultural iden¬ 
tity, community resource and customary 
mode ot dispute resolution. 


Every gram sabha shall: 

(i) Approve the plans, programmes and 
projects for social and economic develop¬ 
ment before such plans, programme and 
projects are taken up for implementation 
by the panchayat at the village level. 

Be responsible for the identification or 
selection of persons as beneficiaries under 
the poverty alleviation and other pro¬ 
grammes. 

(ii) The gram .sabha or the panchayats 
at the appropriate level shall be consulted 
before making the acquisition of land in 
scheduled area for development projects 
and before resettling or rehabilitating 
persons affected by such projects in the 
scheduled areas; the actual planning 
and implementation of projects in 
scheduled areas shall be co-ordinated at 
the state level” (The Gazette of India, 
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Extnoidinaiy pan Q, no 70, Tuesday, 
December 24,1996, ministry law and 
justice, Delhi). 

The law gives the power to gram sabha 
or the people of the community to approve 
or reject a development plan or project 
according to the n^s of the community. 
Without consulting the gam sabha, no 
developmental project can be initiated. 
With the extension of part IX of the 
Constitution to schedule areas, die adult 
population in tribal areas have become 
custodians of land, forests, rivers and 
animals. The act has established com¬ 
munity right of ownership on land. Such 
rights however are not yet given to the 
non-lribai communities. If democracy 
means people’s participation, people 
should be the ultimate lord over their land. 

Nbw Bill 

By and large, the Land Acquisition 
(Amendment) Bill, 1998, still to be pas.scd 
by the parliament, represents a major 
breakthrough in peripheral areas. It goes 
a long way in bringing about transpareney, 
cutting down on delays and providing 
resettlement and rehabilitation. Such 
breakthrough however are likely to be 
more beneficial to the business groups, 
MNCs and TNCs than to the people. Given 
the way the law operates in India, busine$.s. 
interests could quickly acquire land and 
promise rchabi litation to the people without 
implementing the package. The basic 
philosophy of the bill .still remains colonial. 
Concerned citizens who want to fight 
against the bill havq to begin trom a simple 
question' docs the land belong to the 
eminent domain (states), public domain 
(communities) or the private domain? It 
the land belongs to the state, then the state 
has every nght to acquire it from citizens 
w ho arc mere tenants of the state. However, 
if the land belongs to the community, then 
^he state has no business to evolve a policy 
without people’s participation. Citizens 
have to fight against the colonial under¬ 
standing of land where the state still claims 
ownership. In a democracy ownerships of 
land has to be with people. 

The bill to be approved has following 
shortcomings: the collector has been given 
extraordinary powers to organise public 
tearing of all objections received from 
^h village and finalise details of the area 
o beofficially acquired. Both in acquiring 
and and compensation, the collector’s 
x>le IS liecisive. Hie collector is an agent 
>f the state. Should he as a representative 
3 f dominant interests be permiUed to have 
uch a decisive role? 

If the tribal self-rule is to be a reality, 
•hen the tribid community as a whole should 
lave powers over their land. Could any 
ribal land or any other land specially 


owned by communities be acquired 
without tlw consent of every adult of the 
community? Only after every adult of the 
gram sabha has signed on the paper giving 
his consent to sell the land, should land 
be acquired. The need is to strengthen the 
local communities over the collector, a 
representative of the state, very often with 
vested interests. A process of consultation 
with potentially aftected communities and 
other concern^ citizens should be made 
mandatory. Sometimes, indigoious people 
have no idea of the adverse effects certain 
kinds of companies can have on their 
environment and cultural life. Therfore, 
concerned citizens should also be consulted 
in decision-making. 

The second objection to the bill is the 
refusal to define the public purpose. In the 
1894 bill, public purpose included the 
provision of village sites or the extension, 
planned development or improvement of 
existing village sites, land for town or 
rural planning, land for a corporation 
owned or controlled by the state, land for 
residential purposes to the poor landless 
nr persons residing in areas affected by 
natural calamities, land for carrying out 
any educational, housing, health or slum 
clearance scheme sponsored by 
govemnwnt and premises or building for 
locating a public office. This may not be 
the way the state understands public 
purpo.se today. The public purpose as 
understood by the state or the busine.ss 
class or TNCs may not be the interests of 
the displaced communities and people 
around. Mega dams, industries and 
imgaiion projects are beneficial to the 
elite in the society. But (hey are bound to 
destroy thecultureoftheindigenousgroups. 
It is wrong to impose a type of deve¬ 
lopment which is idien to the indigenous 
communities. Practically all the studies 
indicate that development has benefited 
the better off sections, impoverishing the 
marginalised and their culture. Standard 
of living of the displaced deteriorates 
iunher. A few individuals from the better 
off sections get some benefits like jobs 
and fairly good compensation. In the case 
of the majority, sepcialiy the tribals and 
the dalits, displacement takes place 
without any benefits reaching them. The 
model of development that is presented as 
global is meant for a class and not for the 
masses. 

The tiurd objection is to the very pheno¬ 
menon of displacement. If people are 
masters of their resources, they know how 
to manage dieir resources and utilise them 
for community construction. Should mega 
dams, irrigation projects, coal mines and 
power projects be permitted against their 
wish? Instead of the government defining 
what development is all about, people. 


wto are masters of tfadk resQurcea should 
be permittad to define whttis development 
for them. Perhaps then there will be 
minimum displacement of people and 
greater development of communities. 

The fourth (Ejection is regarding com¬ 
pensation. In case people have to be dis¬ 
placed, the compensation package should 
be paid prior to displacement. The bill has 
no provision for compensation prior to 
displacement. Instead of identifying the 
displaced and project affected prior to 
di^Iacement or asking the communities 
to do so, the bill seeks to shift responsibility 
to the affected persons who within three 
weeks have to file a claim and justify the 
resons for compensation. It is tragic that 
the colonial understanding of the land as 
belonging to the state and people as tenants 
and therefore having to file their claims, 
is permitted in the provision. 

Therefore at first glance, the bill may 
appear reasonable because of cenain 
positive clauses like stipulation of land 
records to be updated within three months, 
revising of solatium to 100 per cent and 
the need to have all records before the 
proposal for acquiring the land is brought 
before the colk^or. On deeper analysis, 
the bill is colonial. The 1894 act has been 
the central tool for mass displacement of 
people from their sources of subsistence 
and culture, more .so since the policy of 
globalisation was introduced. At this 
juncture,asignificant national mobilisation 
is necessary to oppose the bill. The state 
should not be permitted to acquire any 
land in any part of the country without a * 
comprehensive democratic process. 
Fortunately, few bureaucrats in Delhi have 
shown sensitivity to the plight of those 
displaced by the mega projects. It is 
important to have a national debate on the 
bill. We cannot permit global economic 
interest to plunder the resources of the 
poor in the name of development. 

While the country does need a bill for 
land acquisition different from the 1894 
one, the present bill is not the answer. 
What is most important is to look at land 
as a peoples’ resource, meant for com¬ 
munity construction. As for displacement 
the bill seems io take it for granted and 
makes no effort to minimise it. The country 
does not need a colonial model of develop¬ 
ment. We need to search for a model of 
development that is uniquely Indian. 
Projects that do not displace, or displace 
people tl» least and withwt adverse effects 
on environment should get priority. The 
positive aspects of the bill are meant to 
ensure easy access to land for industry. 
The reduction of timd limits, compeasation 
at maricet value and making the judicial 
process difficult will help MNCs andTNCs 
at the cost of the people. 
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PERSPECTIVES 


History versus Expectations in 
Contemporary Ukraine 

Pulapre Balakrishnan 

Ukraine i\ one of the eionomu s of t astern / mope rum attempting a 
transition to a market-hased sssttm \n attempt is made here in the 
context of the mat ro-eionomu en\ ironment to understand w/»v the 
etonomv is mired in a deteleiationist mode 


UKRAINf was not |usl anolhci tonsdtueni 
republic ot the I ormerSi'vicI I liiioii (PSH) 
indci'd It was a very special erne Ihis 
feature .irosc from its quite untqui 
position of fHinjj both the bicad baskil 
and the industnal power housi of the 
Sovtet economy 1 oday its economy is in 
the doldrums 1 hem is littk activity Ihc 
rSU having disintegiated. the Ukraim 
economy is inugrated with the rest of the 
world I kraine is one ot the economies 
of eastern Luropc now attempting ti.m 
sition to a maiket based system The 
essential element in the transition to a 
market economy is that the piivate sex tor 
assumes the leading role in the economy 
TTie task of bnnging this about IS substantial 
in an economy such as that of Ukiame 
which has little recent history of pnvate 
cntcrpiise m most scctois ot the economy 
Paradoxically the role of government in 
fostering a vigonrus market economy is 
non trivial Fhis note is eoneerned with 
these issues It is organised into four 
sections Phe macro ceonoinie enviro 
nment is se anned first Hea it is observed 
that despite macro stability the Ukraine 
economy is niiicel in adecc lei ationist mode 
Next the relative roles of history versus 
expectations in determining aggregate 
economic outcomes is discussed Folio 
wing this, the sources of unci rtamty in 
Ukraine today are outlined, though bneflv 
The intention is to suggest that uncertainty 
can stem from sources other than the 
macro economic environment defined so 
narrowly as to eontam the essential van 
abics such as inflation and the exchange 
rate alone finally some immediate macro 
economic policy imperatives arc noted 
Among these is a move to much greater 
financtal discipline on the part of gover 
nment Financial discipline has to be seen 
as something apart from the often en 
countered call for sound money , itself 
in turn to be dealt with by calling tor (an 
attempted) control over moncUry aggre 
gates In the situation under study it refers 


to the lequiienienl that the government 
sink to Us internal payment obligations 
ind enforce Its due's the possible violation 
of which IS overlooked The papei is able 
to provide some evidence on budgetary 
iireais in the Ukrainian ceoi imy today 
and analyses the eonsequemce of this for 
private sector behaviour 

I 

Macro-Economic Environment 
and Economic (in)Activity 

Over a range of relevant indieators 
llkraine Kxlay displays a delinitc macro 
leonomic stability This is evident from 
Ihedataprcsentcdin lable 1 fheinflation 
I IK has declined quite dramatically and 
steadily from the hvpeiinllationaiv level 
of 1991 [tiscuirentlyninningatanionthly 
rite of around I |K*r cent suggesting an 
annual average rate of 20 per cent for 
1997 It IS the result of a stabilisation 
programme actively pursued by the gov 
einment which needs to be recognised as 
such It IS a mcasuie ot the stabilisation 
of the Ukraine e'eonomy that a new 
euireiiev the hryvna could be* introduced 
and that it has basically held thus far The 
macro economic stabilisation ot the 
I ikiainc economy must be acknowledged 
even as there is reason to be unhappy with 
two features of the fiscal adjustment 
unde dying the stabilisation being the sharp 
e ul back in public investment and the non¬ 
payment of salaries and other dues from 
the budget It is however clear that the 
substantial improvement in the macro¬ 
economic environment in Ukraine is yet 
to translate into a supply response Output 
has continued to contract despite the re¬ 
duction in the inflation rate and the fiscal 
adjustment that has occurred This is yet 
another instance where stabilisation of (he 
economy is though necessary, not 
suflicient lor (he resumption of growth ' 
The output figure presented here is the 
index of real GDP base 1990 = 100 It 
enables an appreciation of the extent ot 


contraction in the Ukraine economy since 
the break-up of the FSU in 1991 1994 is 
the first year of independent Ukraine 
This argument has been made on the 
basi s of the record of the official economy 
Clearly Ukraine has an unofficial sector 
However, its actual extent is the issue 
'Phe one attempt to estimate the size ol 
the unolficial economy has placed it at 
100 per cent of the recorded sector The 
estimate is based on the extent ot cicctncity 
consumption in relation to the decline in 
rci ordedoutput However, inthepresence 
ol upward revisions in the price of 
electricity substitutes such as natural gas 
and petroleum and the inelasticity (with 
respect to output) ot some demand tor 
electricity such as domestic (and enter¬ 
prise) demand for lighting and heating 
the methodology must be treated with 
caution It has been pointed* out that at 
l(K) pel cent ol recorded GDP the, thus 
estimated unofficial sectorwouldamount 
to approximately fo US $ 60 billion ovci 
I99S 96 When it is recognised that thi'^ 
amounts to about 2S per cent of Swiss 
(jDP even casual empiricism must cast 
doubt on Ihc magnitudes ol the unofficial 
economy suggested 
Both commonsensical judgment 
regarding the nature of technical progress 
and the implication ol the new’ theones 
ot growth point to the importance of 
investment for the growth process Add 
to this the information that investment has 
declined steadily in Ukraine since 1991 
and how investment constrains recovery 
in Ukraine is easily seen Most ol this 
paper IS concerned with this issue from 
the macro economic point of view There j 
arc no doubt micro-economic constraints ' 
loo Briefly, and that too only in passing 
do I here retcr to one alleged micro 
economic constraint in contemporary 
Ukraine The role of excessive regulation 
and corrupfion in constraining pnvate 
investment in Ukraine has been much 
emphasised in western policy advice to the 
government ol Ukraine While ditficult to 
quantify,the cost tothe economy of pnvate 
investment lost due to heavy-handed 
(mis)usc of the state apparatus is no doubt 
great However, there arc two con 
siderations to this aspect First, this has 
been flagged sufficiently Secondly, it ha^ 
not been established as yei that the chief 
factor inhibiting pnvate investment is the 
weight ol corruption ^ In this note 1 wish 
to point to another dimension to (he probleni 
of insufficient pnvate investment in tli^ 
Ukraine economy, the macro-economic 


While emphasising private investment, 
for we arc sp^ingofatransition economy, 
we must bear in mind that in Ukraine today 
we are not simply confronted by a situation 
of getting private firms to invest by adding 
to their capacity hut a matter of getting 
many of them to invest for the first time 
^ as private firms. This is a qualitatively 
separate problem, and it takes on a 
developmental character, as oppo.sed to 
say coaxing recovery in an advanc^ market 
economy facing a short-term fluctuation 
in output. The first fact to take into account 
IS that the economy remains in a state of 
severe contraction. Output gnrwth has now 
been negative lorthe seventh year running, 
llic sheer accelerator effect, working in 
the downward direction, this can have on 
private investment is easy to comprehend. 
On the other hand, as has already been 
remarked upon, the standard macro- 
economic indicatois convey a picture of 
considerable .siahilily. It stability is the 
only aspect of the macro-economic 
environment that matters, it is .sutpnsing 
that investment has not revived. However, 
the macro-cconomic environment matters 
^ lor private investment in a way that cannot 
be related to the standard macro-economic 
vanables such as the inllation rate in any 
simple way. This becomes apparent when 
we recognise that for private firms the 
macro-economic environment is also 
captured by their perceptions ol current 
and cxpcctc'd aggregate demand in the 
economy. Now some role for an active 
macro-economic policy an.ses 

II 

History sersus Expectations in 
Economic Outcomes 

Viewed from almost eveiy angle, the 
situation in Ukraine Kxlay may be .seen as 
.1 low level equilibrium. Such situations, 
.ind the way out ot them, have been analysed 
in the past and arc at the core of the 
development economics literature. For 
instance, ever since the work of Rosenstcin- 
Rodan"* we are aware that pervasive 
demand-side compicmcntarifies might lead 
the ecoTHimy into a 'low-level equilibrium 
trap’. The low level of aggregate inve.st- 
ment it.self may be viewed as the outcome 
of a ma.ssive co-ordination failure in the 
sense to be described. It is an outcome in 
which several invc.stments do not occur 
because othercomplementaty investments 
are not made, and these latter investments 
arc not forthcoming simply because the 
formcrare missing. This view does provide 
a potential explanation of why similar 
economies behave very differently, 
depending upon what has happened in 
their history. 


The co-orthnation failure alluded to 
arises in the following way. Suppose that 
no single firm is big enough to be able 
to undertake the amount of investment 
that would raise aggregate demand to a 
level that would make several individual 
lines of investment atu^ttve. Then each 
firm will invest only if it were to believe 
that others would invest as well, but in the 
absence of such an optimi.slic belief it 
would not do so. Therefore whether or not 
a co-ordinated move occurs to a higher 
level of aggregate investment in the 
economy depends upon the expectations 
that each entrepreneur holds about the 
actions of other potential investors. And 
luthe extent that the formation of expecta¬ 
tions is driven by pa.st history, it may well 
be that a region which is historically 
stagnant continues to be so, while another 
that has been hi.storicatly active may 
continue to flounsh. At the same time, 
there may be nothing that is intrinsically 
ditfcrcnl between the two regions. 

Co-ordination failure is the inability of 
a group of economic agents, who.se actions 
are complementary i n the .scn.se described, 
to achieve a dc.sirahic equilibrium precisely 
bccau.se they are trapped in another un¬ 
desirable equilibrium. For the policy¬ 
maker. the obvious (|ucstion is how policy 
can be iramed so as to move ihe economy 
to a better equilibrium. Fn>m Roscnstcin- 
Rodan had come the idea ot the ‘big push’, 
which IS a policy that creates co-ordinated 
iiiveslment in many different secotrs ot 
the economy. However, if a government 
were to adopt such an investment strategy 
II is likely lo face two separate hurdles. 
First, the volume of invc.stment required 
could be large indeed. .Secondly, the infor¬ 
mational requirements are likely to be 
daunting. For an equilibrium to exist, the 
al location of investment acros.'- production 
lines mu.st match the pattern of demand. 
This would require production to occur 
according to the proportions in which 
consumers spend their incomes. It comes 
close to re-inventing one of the funda¬ 


mental problems faced by the central 
planner. 

It was realised early on that the very 
same outcome of stimulating investment 
in the economy could be achieved through 
at least a partial reliance on the market. 
This is implicit in Hirschman’s contri¬ 
bution to a solution to the problem of a 
low-level equilibrium trap. Viewing the 
‘big push' as a strategy aiming at balanced 
growth Hirschman recommended follo¬ 
wing a deliberate policy of unbalanced 
growth. Such a policy would selectively 
promote the development of certain key 
sectors in the economy, while the linkages 
generated hy these key sectors would lead 
the market to make the other investments 
spontaneously. This is a policy of un¬ 
balanced growth as it were, deliberately 
fostering initial imbalances .so as to 
generate .subsequent growth. It is easy to 
sec that the extent of growth forthcoming 
would be a function of the number and 
intensity of linkages, 'backward' and 
'forward', between the different sectors 
within the economy. At a very simple level 
forward linkages ease supply bottlenecks 
while backward linkages enhance the 
demand for a good. Clearly, such a policy 
would require the government to make 
substantial investments in some crucial 
area of the economy, an area which has 
significant linkages with the rest of the 
economy so as to maximise the effects of 
the initial public investment. Since we are 
considering an economy stuck in a low- 
level equilibrium (rap, this proposal need 
not in any way conflict with the principle 
that the government .should only enter 
areas of the economy that the pri vote sector 
does not find attractive. 

With hindsight wc can now characterise 
the low level cqui librium as a co-ordination 
failure propelled by the externalities intro¬ 
duced by demand-side complemen(aritie.s. 
We sec that in the presence of such com¬ 
plementarities several sectors of an econo¬ 
my might function at a sub-optimal level. 
This would require a policy to assist the 


Tabu I Summary MACKo-ErcjNuMir Inoh-atuks 


Year 

Real GDP 
Index 
1990=100 

Inflation 
(Monthly. CPI) 

Budget Deficit 
(PerCenlofGDP) 

Current 

Account Oeficil 
(Per Cent GUP) 

IV92 

82 1 

73 S 

122 

- 

1997 

60.1 

47 1 

65 

- 

1994 

76.0 

14.4 

10.5 

.7 2 • 

1995 

.73.5 

9.0 

7.9 

3 2 

1996 

31.4 

28 

4.6 

27 

1997* 

31.3 

08 

7.1 

28 


Note: * IndiCBtes that ihe figures are 'expected'; the bop figures for ■ 997. are an average of those 
registered in the fiist quarters; no bop figures appear for the years poor to 1994 since Ukraine 
was not an independent entity then. 

Sourre; Ukruiniim Ecmomic Trendx, Quarterly ts.suc for December 1997, Bruxells' TACIS February 
1998. 



economy to move from the sub-optimai 
outcome to one which is moro efficient. 
The ‘big push* was conceived of as one 
such policy, and ‘balanced* and ‘un¬ 
balanced* growth were two alternative 
strategies for accomplishing it. However, 
the essence of it ail was the idea that 
somehow history pins down an equili¬ 
brium and makes it difficult for firms and 
individuals to free themselves in a co¬ 
ordinated way from a low level equili¬ 
brium trap. 

In principle, one could have movement 
from one equilibrium to another if some¬ 
how one could change the expectations of 
the economic agents involved. .So essen¬ 
tially we have at least two equilibria. The 
one a low-level equilibrium associated 
with pes.simistic cxpectationsand the other 
a high level one as.sociated with upti mi.stic 
expectations. There is no a priori reasoning 
that can predict the equilibrium that would 
result in any one instance. However, even 
as we recognise the role of favourable 
expectations in liberating an economy 
trapped in a low level equilibnuir., history 
appears to re-enter, thus leaving the 
economy trapped. This can happen as 
follows. 

Even when expectations arc favourable 
in that every one expects a buoyant future 
an economy might fail to make the transi¬ 
tion. Remember that the transition has to 
occur in real time with some individual 
actually making the first move. Since the 
profitability of an individual inve.stmcnt 
IS almost inevitably dependent upon 
developments in the rest of the economy, 
individual investors wait till someone 
else enters the field and the level of 
aggregate investment does not increase. 
Such inertia are yet another instance of 
hysteresis, a property of dynamical .sy.stems 
whereby the final equilibrium is related 
to initial conditions and the path of 
adjustment. It aptly describes a situation 
of zero investment even as everyone 
remarks that the fundamentals are ‘looking 
good’. 

The individual investor must act under 
uncertainty. At the same time, the act of 
investment in fixed assets is irreversible 
in that it cannot be undone. Even though, 
in pnnciple. the physical capital asset can 
be resold - where a market for used assets 
exists - the purchaser is now a potential 
inve.stor and the uncertainty is simply 
passed on. When investment decisions arc 
irrcvereible the opportunily cost of invest¬ 
ment IS the value of waiting. The value 
of waiting increases with uncertainty. This 
can lead investors to postpone the decision 
to invest and thus to collectively delay the 
transition to a favourable equilibrium. The 


transition is delayed because individual 
investors wait for someone else to make 
the first move signalling that optimism is 
widespread in the economy. Notice how 
inthe *accofamenuof multiple equilibria 
there is a complete failure of the theory 
of rational expectations.^ 

m 

Sources of Uncertainty in 

Contemporary Ukraine? 

What arc the forms of uncertainty that 
are relevant for investment decisions. Wc 
have already discussed the roieof aggregate 
demand. The uncertainly of expected 
aggregate demand is only another dimen¬ 
sion of the same. Increased volatility of 
demand may al.so be expected to lower 
investment in thecontextof irreversibility. 
Uncertainty over future exchange rates 
can also affect investment even when 
current exchange rates make entiy profit¬ 
able. Clearly, the export industries are 
affected more by this form of uncertainty. 
Exchange rate uncertainty also has a 
bearing on policies to reverse capital flight 
tollowing a real depreciation. Where a 
country wants to attract capital intoirrever- 
siblc fixed investiTKnt, an ovcrdefHeciation 
ol the exchange rate may be required to 
compensate for the uncertainty foced by 
investors. This is so because, unlike fixed 
investment, foreign exchange or financial 
assets held abroad do not involve an 
iirevcrsible commitment and may therefore 
be preferable to investors facing uncer- 
uinty even when these foreign assets offer 
a lower rate of return. In general, domestic 
uncertainly makes capital flight mon: likely 
not only to avoid loss in the event of 
depreciation, but because the avenues for 
dome.stic investment shrink. Theexistence 
of inflation can also be a source of uncer¬ 
tainty. When the inflation rate is unpre¬ 
dictable it induces relative price variability. 
Now changes in prices that affect sectoral 
incentives may be less than effective in 
.stimulating investment Finally, the foreign 
debt burden faced by highly-indebted 
countries and the associated income 
transfers to foreign^ creditors can be a 
source of iastability. The amount of the 
transfer itself is uncertain for it would 
depend upon uncontrollable factors such 
as future intere.st rates and the terms of 
tiade. The transfer may require changes 
inthe real exchange rate or a fiscal contrac¬ 
tion, perhaps both. Thus the investors face 
the possibility of future swings in relative 
prices, taxes or aggregate demand leading 
to lower inve.stment. The upshot of all this 
IS that from the point of view of policy 
a stable incentive structure and macro- 
economic environment may be at least as 


important for the level of aggngate 
investmmit as the level of tax incentives 
or the interest rate. When there is a high 
degree of uncertainty, investment incen¬ 
tives may have to be prdiibitively high to 
have any significant effect. And this is the 
feature of hysteresis effects; when private 
investment has been depressed for some 
time as a result of a shock to the economic 
system, its revival is not automatic even 
when the original conditions causing it to 
be depressed have been removed. Finally, 
in Ukraine as in Russia there is political 
uncertainty not Just economic. 

While the situation analysed by Serven 
and Solimano is interesting and their 
explanation of the stagnation of economies 
following conventional stabilisation 
programmes is plausible, it is necessary 
to recognise that the current situation in 
Ukraine is at least a little more complicated. 
The point is that consequent upon the 
break-up of the FSU Ukraine has faced 
a far greater collapse of aggregate 
demand than that associated with a 
standard macro-economic .stabili.sation 
programme which too, of course, works 
via the contraction of aggregate demand. 
In Ukraine this is very likely how the low 
level equilibrium, discussed above, has, 
in fact, come about. 


Table 2: Fiscal Deficit on ‘Cash’ and 
‘COMM iiMCNTs’ Bases 


Year Cash Cummitinents 

1995 4.8 

68 

1996 .1.2 

67 

Source: IM F: iIk defici 1 is slated as percentage of 

GDP 


Table 3: Budoetarv Payables 

(In Millions of Hryvna onOcaiber 1. 1996) 

Wages - general 

115.5,3 

Wages - military 

150.1 

Allowances to students 

84,6 

Payments to the Chernobyl Fund 

175.8 

Payments from the Pension Fund 

928.2 

Benefits of oil types 

274.6 

Total payables of the government 

2768,6 

Source: Harvard Institute for International 

Development. 


Table 4; Buixietaby Reccivabi.es 

(In Millions of Hryvna on October 1, 1996) 

VAT 

56.3.7 

Excise 

4.3,1 

Corporate income tax 

422.6 

Personal income tax 

2.4 

Land tax 

127,3 

Other taxes 

232,5 

Total budgetary receivables 

1391,6 

Outstanding payments to the 


Pension Funds 

1383,4 

Total receivables of the government 

2775.0 


Source' Harvard Institute for Intemalionai 


DevelopmenL 





It is interesting to note that none of the 
sources of uncertainty that we have listed 
above really apply to Ukraine today. 
Firstly, the inflation rate is tunning steady 
at around 1 per cent a month. Secondly, 
in the external sector, there are two 
noteworthy features. The newly intro¬ 
duced hryvana has held for close to a year 
and there is no real concern regarding a 
likely depreciation. There is the danger 
of real exchange rate overvaluation, but 
can in principle be avoided through action 
by the National Bank of Ukraine. As for 
the external debt. Ukraine has so far 
managed to successfully reschedule it. 
Nor does the level of the external debt 
appear as a very major charge on future 
incomes. Therefore the macro-economic 
impetus for capital flight, .so 
overwhelming about three years ago, is 
no longer there. However, capital flight 
is not only related to macro-economic 
uncertainty, in particular anticipated 
depreciation, but also to the existence of 
avenues tor productive investment 
domestically. For individual investors in 
Ukraine the biggest source of uncertainty 
today appears to be over the likelihood 
of economic recovery and thus the 
expected level of aggregate demand in the 
immediate future. There is of course one 
category of i nvestor for whom, right now, 
at this stage of their involvement with 
Ukraine, such short-term uncertainty may 
be less ot a concern; these arc international 
inve.stors Intcmational investment is 
initially guided by the consideration of 
being lirst to establish a presence, a 
loothold, in a country. However, it is 
significant that Ukraine has had very little 
by way of foreign direct investment flows 
as opposed to portfolio capital. Here its 
status a» a transition economy is directly 
relevantin that foreign investors have few 
opportunities of tying up with local 
partners simply because they do not exist. 
Leading international firms trying to set 
up production have also been demoralised 
by the prevailing atmosphere of the lack 
of clarity in the policy regime and the 
heavy-handed use of the administrative 
machinery including corruption in the 
issue of licences and permits. The mo.st 
notable case is the withdrawal earlier this 
year by Motorola of plans to invest up to 
US $ SOO mi llion. In any case, with respect 
to foreign capital, Ukraine must appear 
rather like the second-best option from 
the point of view of international inve.stors 
looking at the region, whereby Ru.ssia 
comes first by virtue of being a much 
larger market and the less tangible factor 
of its being the inheritor of the mantle of 
the FSU. 


The discussimi thus far wmild sug¬ 
gest that it would be realistic to not ex¬ 
pect anydramatictumaround in Ukraine in 
the absence of a favourable exogenous 
shock. If there's anything that we know 
from theory and experience it is that the 
system has memory. In the meanwhile 
though, there are some urgent tasks that 
require the attention of the policy-mdeer. 

IV 

Key Current Macro-Economic Issues 

Restoration of Pubuc Investment 

Public investment ha.s declined steadily^ 
since 1992. More recently”^ it has virtually 
collapsed, crashing from 4.6 per cent of 
GDP in 1994 to 1.3 per cent in 1996. This 
leflects two aspects of government 
behaviour, what is apparenlly a loss of 
direction of the economic policy of the 
government and of its tendency to meet 
the targets of fiscal adjustment by cutting 
expenditure on capital account. This has 
led to the observation that the adjustment 
has been orderly but not efficient. The 
extent of this has led even the IMF to 
include the stepping up of public invest¬ 
ment as a condition in what was originally 
intended to be the Extended Fund Facility 
loan. There arc of course many economic 
arguments for greater public investment 
III Ukraine. Its role in the revival of aggre¬ 
gate demand is obvious. In the area of 
physical and social inlrastructurc public 
investment augments the supply-side for 
the pn vatc sector. The infrastructural base 
of Ukraine is thin by western European 
standards. It is often argued that the current 
low level of public investment is not a 
matter of concern because there was over- 
accumulation in the past. This is difficult 
to evaluate in itself, apart from being 
irrelevant. The point is that public invest¬ 
ment in Ukraine is today very low by 
western European standards. The mam 
thing is that the pure psychological effect, 
in that It IS confidence-boosting, of the 
restoration of sound public investment 
can far exceed the positive economic 
effects that work via 'crowding in.^ The 
precise budgetary implication of the 
restoration of public investment is not 
worked out here. 


Budcstary, and Other, Arrears 

(i) Antan: the current position 

Budgetary arrears arise when the gov¬ 
ernment does not stick to its payments 
commitments. 

This would show up in a lower cash 
deficit. Arrears, therefore, are die dif¬ 
ference between the deficit on a com¬ 
mitments and a cash basis. Data on the 
deficit defined in each of these terms for 

1995 and 1996, respectively, are presen¬ 
ted in Table 2. These figures^ reveal the 
form that fiscal adjustment has taken in 
Ukraine. The reductionin the (cash) deficit 
has been achieved by an increase in arrears. 
But the relative magnitudes involved are 
the more interesting. Between I99S and 

1996 the cash deficit has been reduced by 
a third while arrears have increased by 
very much more. This must place in 
perspective the marginal reduction in the 
commitments deficit in 19%. The same 
data also reveal the magnitude of the 
problem in absolute terms. For instance, 
by late I996thcstockofbudgetaiypayinent 
arrears had amounted to over 3 per cent 
of the GDP. 

In Tables 3 and 4 are presented data, 
broken down by item, on the payables 
and receivables, respectively, of the 
consolidated (central and local) govern¬ 
ment of Ukraine. While the details of the 
breakdown are of interest in itself what 
is of greater interest is the fact that the 
government’s payables and receivables 
almost exactly cancel out. While the fact 
of non-payment of dues to the government 
is widely known it has perhaps not been 
noticed that these match in magnitude 
the payments arrears of the government 
This is quite remarkable. Apart from 
pointing to an obvious route to the 
elimination of the government, this feature 
also points to the fact that the arrears 
problem is endemic to the economy. We 
see that the arrears problem does not cease 
with the elimination of payments out¬ 
standing from the budget. There must be 
a simultaneous tackling of the non-payment 
of dues to die government, the receiv¬ 
ables originating, overwhelmingly, from 
the enterprise sector in the form of 
taxes and ofpaymentsintothePensionRind. 


TaBLF 5 Pt NSIQN AdttEARS 



January 1996 

January 1997 Per Cent Change 
in Slocks 

Delays in contributions of enlerpnses lo tte 
Pension Fund (thousand Hrv) 

659910.00 

1602909.13 

143 00 

Delays in payments of pension and allowances 
from Pension Fund (thousand Hrv) 

72386.00 

1123478 10 

1452.00 

Sruf/re'Ukraine Pension Fund documents. 








Both a dear account of how arrears 
emerge out of the budget process and the 
most recent position on budgetary arrears 
with respect to wages and pensions is 
presented in ‘Ukraine Economic Trends'. 
It reads; “With the budget deficit given, 
the shortfall m revenues over the period 
gave rise to a seque.stration of expenditures; 
thus the amount of current expenditures 
was limited by the sum ol the current 
revenues and the available financing. As 
a result, day-uvday expenditure decisions 
were Irequcntly taken on an ad hoc basis. 
This greatly exacerbated the already in¬ 
built inciticiency, which sieinnied from 
the lack of prioritisation in ihe govern¬ 
ment's expenditure pnigiamme. In (urn. 
the sequestration ol expenditures gives 
rise to Ihe accumulation of arrears. At the 
end of I9‘)7 wage arrears to workers of 
the budget sphcie (i c, wage arrears which 
arc a direct liability of the government) 
amounted to I Irii 717 million, out of a total 
stock of w.ige ai rears in the economy 
equal to Hrn 4.90K million. At the same 
time, the stock of pension aircars 
amounted to Hrn 1.280 million. Note that 
as budget statistics are compiled on a cash 
basis, the delicit excludes the arrears ol 
the government They are however 
important indicators foi analytical 
purpo.scs ''(f/£T. Issue of December 1997. 
Bnixellcs TACIS. February 1998). The 
tales position on budgetary receivables 
was not available to (his author. 

(ii) Do a> rears mailer? 

Two views may be discerned vis-a-vis 
the problem of arrears in Ukraine. The 
first describes arrears as a malady without 
necessarily providing reasons for why it 
is so. The second takes the view that 
arrears are not a problem. .Surprisingly, 
this view may be encountered within 
Ukraine's official circles today. It is often 
argued that the increase in the stock of 
arrears has not prevented macro-economic 
stabilisation. For instance, it is pointed 
out that this has been associated with 
falling inflation and an alleged dynamism 
in the unolficial economy. 

The view that arrears are not a problem 
because (heir growth coincides with lower 
inflation can be shown to be problematic 
even w'lthoul pointing out. as has been 
done earlier in this paper, that the evidence 
on the dynami sm of the unof fici al economy 
IS not unambiguous. For. once it is 
recogni.scd that for the individual enter¬ 
prise the acceptance of arrears on its 
receivables is equivalent to accepting a 
price discount on its sales, falling inflation 
must lead to a rising slock of arrears, given 
production. This is the mechanism by 


which the real value of the discount can 
he maintained. The point that emerges 
though is that if the acceptance of adiscount 
on its product by an enterprise is a sign 
of the slack demand conditions faced by 
It. arrears can no longer be purported to 
be a .sign of the health of the economy 
signalled by an allegedly dynamic 
unofficial segment. An healthy enterprise 
sector would not be accepting a discounted 
sales price. 

A more .sophisticated vari ant of the view 
that arrears arc not a problem is that 
enterprise arrears arc equivalent to a line 
of credit and arrears therefore serve the 
function of enabling prrxluction to take 
place. However, this is an inappropriate 
analogy in the context of the current 
siiuation in Ukraine. While in the ideal 
situation credit is extended in anticipation 
(if sales, in Ukraine today output continues 
to decline even though at a declining rate. 
When this is recognised the ‘arrears-a.s- 
linc-ot-credit' argument assumes a limited 
credibility. In fact, even if we were dealing 
with an expanding economy, enterprise 
'arrears as a line of credit would not be an 
efficient arrangement. In Ukraine arrears 
arc imposed upon the enterprise by buyers 
of its product. In the idealised situation 
credit is allocated by the financial sector 
at a price, the intere.st rate. The as.sumption 
that the first order conditions for a 
maximum are satisfied would imply that 
there is an efficient allocation of resources. 
When enterprises have free access to credit, 
which is the case in Ukraine where there 
IS no penalty for running-up arrears, the 
requirement of an efficient allocation of 
resources in production is no longer 
necessarily met.Thereforeairearscan help 
maintain production that may not find a 
market. Where firms can postpone, it 
appears indefinitely, paying for their 
inputs, they have no incentive to recover 
their costs through market sale. One 
implication of enterpiise arrears is that 
goods get prrxluccd whcie they may not 
have been produced at rll. In this .sen.se 
there is an inefficicn allocation of 
resources. 

(lii) The state and arrears problem 

We have seen earlier that when the 
government’s payables are set against its 
receivables the net arrears of the gov¬ 
ernment are almost zero. On the other 
hand, the net payables to the government 
of the Ukraine enterprise sector are not 
only positive but have been estimated to 
amount loovcr45billionhiyvnainJanuaiy 
1997 (‘Intclnews’, Kiev. March 17). 
Nevertheless, (here are reasons to believe 
that the very existence of payment arrears 


from the budget are of far greater 
consequence. In making this argument it 
is implied that arrears are damaging to the 
economy. When it fails to pay pensions 
on time the government fails in its 
obligation to provide social protection. 
When payments out of the budgetary 
sphere, say wages of teachers, arc delayed 
the state fails in its contractual obligations. 
The indirect consequence of these actions 
is to introduce a climate that is permissive 
of a lax attitude towards payment 
obligations across the economy Now 
enterprises and individuals respond by not 
paying (heir dues to the state. Thi^ is the 
beginning of a tacit agreement between 
(he state and the citizenry to renege on 
their payment obligations. It must make 
potential entrants extremely hesitant to 
enter a market in which they cannot expect 
to secure payment for what they would 
supply. From such a point of view it is 
not at all surprising that production 
continues to decline in Ukraine or that 
private investment fails to pick up. In fact, 
such data as are available on private 
investment point'® to its decline since 
1991. 

(iv) Arrears and macro balances 

Far from being consistent with niacnv 
economic stabilisation (seen in (hiscontext 
as declining inflation) arrears can have the 
role of worsening macro balances. In 
Ukraine the single mast important instance 
is the non-payment of gas bills by house¬ 
holds and enterprises. Cash-strapped gas 
companies are then unable to pay foreign 
suppliers and contribute directly to an 
increased feweign debt. Here the stance of 
the government is directly responsible, for 
it guarantees the dues from tire household 
fandenterprise?).sector. When these debts 
are not cleared for any length of time the 
government’s role is to condone non¬ 
payment even as it contributes to increasing 
external indebtedness. This is a clear 
instance when arrears matter. 

Finally, arrears can be seen as a setback 
to .stabilisation once it is realised that arrears 
are a form of deficit financing. This is of 
course seen most clearly in the case of 
wage arrears. Workers and others owed 
money by the government become 
involuntary lenders to the government. 
Essentially, when faced with budget 
deficits governments elsewhere in the 
world have either issued bonds or printed 
money. In Ukraine the relative lack of 
development of (he bond markets and the 
government ’ s attempt to restrain mmreiaty 
growth has meant resort to arrears. This 
is the origin of the budgetary arrears 
problem in the economy. 



(v) Enterprise atrean and the rote of 
macro-economic policy 

Even a prelitninaty analysisof theameafs 
situation in Ukraine provides an important 
insight into the potential role of macro- 
economic policy. For instance, it is often 
contended that fiscal tightiKss is sufficient 
for economywide financial discipline. 
However, in Ukraine it is not just a problem 
of enterprise losses being subsidised 
the government. This much simpler 
problem can he. in principle, handled by 
the withholding of Imdgetary support. The 
Miuation in Ukraine i.s more complex 
though. It IS one of the non-payment of 
dues to the government (including to the 
Pension Fund)and to their$uppliers(other 
cnterpri.ses and the energy companies) by 
enicrpri.ses. Fiscal discipline, defined as 
the balancing of the stitte budget, cannot 
by iiselt settle this problem. In fact, there 
arejust no budgetary instruments to tackle 
It. The non-payment of dues to the budget 
can only he dealt with by the Slate Tax 
Admini stration. Even though the prognosis 
made in the case ot Russia that the rc- 
invigoraiion ol the tax admini.stration is 
work I hat would take a generation to 
accomplish may be somewhat exaggerated. 
It certainly requires a significant revival 
ol the moral and political authority ot the 
st.itc. presently more or less in a state of 
cullap.se in Ukraine. Nevertheless, one 
thing IS clear Even though macro¬ 
economic discipline per se may not 
eliminate enterprise arrears, if the govern¬ 
ment were to u.se public funds to clear 
wage arrears accumulated by enterprises 
It creates an incentive structure that would 
encourage enterprises todelay adjustment. 
In this way the government's budgetary 
policy does matter. 

Finally, even though wc have pointed 
out at the very beginning that the Ukraine 
government’s payables match its receiv¬ 
ables it IS not the case that the govern¬ 
ment’ s accounts are squared-off with every 
segment of the economy. For instance in 
1996 the enterprise sector was over¬ 
whelmingly the debtor in its relation with 
the government. This can be sunnised 
from Tables 3 and 4. However, despite 
the preponderance of the enterprise sector 
in Ukraine not all the government's own 
payment arrears can be put down to its 
dues from the enterprise sector. This 
emerges t rom a look at the pension arrears 
data presented in Table 5. Notice that the 
stock of payment arrears from the Pension 
Fund has grown 10 times ra.ster than the 
outstanding contributions into the Pension 
Fund due from the enterprises even tlliough 
each item has grown very fast con.sidering 


the ttme ptHfod of one year. Therefore as 
far as pension arrears are concerned tte 
responsibility appears to rest squarely 
with the government This is important 
to recopisc due to the direct link bet¬ 
ween pensions and poverty in Ukraine 
uxiay. 

(vi) The origins of the arrears problem 

Among the reasons given for the 
enterprise arrears problem are the 
following: 

a) the problem ofenterprise arrears begins 
with budgetary payment arrears which 
leave enterprises dependent upon 
budgetary resources insolvent. 

b) the high level of taxes on profits and 
value added. 

c) high interest rates. 

d) lo.ss of markets. 

e) the term$-of-trade shock. 

The argument that the enterprise arrears 
are caused by budgetary arrears appears 
exaggerated given that the enterprises’ 
payments dues to the government far 
exceed the budgetary arrears to the 
enterprises. Nor can the level of the tax 
rale be held responsible where these pre¬ 
date the origin of enterprise arrears to the 
government. Moreover, tax arrears cannot 
account for inter-enterprise arrears. The 
role ol budgetary arrears, however, far 
exceeds, the quantitative significance of 
thc.se. For a government to fail in its 
contractual obligations to the citirenry is. 
as observed here onre already, to .seriously 
undermine its own moral and political 
authority. Budgetary arrears contribute to 
a weakening of the government's ability 
to execute tough economic policy or to 
enforce the payment obligations to the 
.slate of the enterprise sector. 

The argument in terms of the loss of 
markets and the terms-of-tradc shock are 
more pertinent. These can account for the 
emergence of inter-enterprise arrears, a 
phenomenon insufficiently explained by 
tlie loss of budgetary support or high 
interest rates. Hie question of the origin 
of arrears is important to the devising ot 
a .solution to the problem, 

(vii) Arrears and the public finances 

The question of arrears must figure pre¬ 
eminently for a strategy for economic 
recovery in Ukraine to appear credible. On 
the other hand, for multilateral agencies 
to continue to lend to the government at 
a time when the government systematically 
reneges on its obligation to the citirenty 
cannot be seen as good practice. The social 
sustainability of the transition is one of 
the four elements of the structural reform 
agenda of the government (‘Ukraine; 


Cotiatry Economic Strategy’,The Wortd’ 
Bank, Washini^on, DC, 1996). Arrears, 
paiticulariy wage and pension airean, 
threaten social sustainabihty by weakening 
die consensus on reform. Ilw government 
must also be reminded of the serious effort 
being made in Russia to settle budgetary 
arrears. In any case, the government cannot 
expect to recover its receivables white it 
persists in non-payment from the budget. 
Non-payment of what is due from it by 
the state legitimises non-payment by the 
private sector as a form of revolt. However, 
while a settlement of budgetary arrears 
becomes, in a dynamic sense, a pre¬ 
condition forthe improvement of the public 
finances, it is unlikely to be a sufficient 
condition. While it is the case that the 
private sector revolts through non-payment 
when the government slips in its 
obligations, it is not immediately clearthat 
the pnvate sector will automatically pay 
its dues once the government settles its 
arrears. The intttHluction of a productive 
tax structure and a rigorous enforcement 
of lax dues arc no doubt necessary. 

V 

ConciumoR 

Even since The General Theory we know 
that an economy can get trapped in sub- 
optimal equilibria. The u.sefuiness of such 
an approach to an understanding of the 
current situation in Ukraine was considered 
here. In addition, sumeimmediate concerns 
in the macro-economic sphere which 
contribute to delaying recovery were 
highlighted. A noticeable feature of the 
Ukrainian economy today is that the 
relatively successful stabilisation reflected 
in the macro-indicators has not resulted 
in economic revival. This does provide 
some perspective on the prevalent supply- 
side theme relating growth to macro- 
economic stability Thepaperhasproposed 
two factors as being of likely relevance. 
First, the government has presided ovtf 
a near total collapse of public investment. 
This must aggravateanyexistingaggregitte 
demand uncertainty. Secondly, some 
evidence has been produced here to 
demonstrate that in the pursuit of lower 
fiscal deficits at any cost the govemmeitt 
has obtained its targets by reneging on its 
commitments. This may have contributed 
towards encouraging widespread fi nancitd 
indiscipline by example all across the 
economy. Financial indiscipline can delay 
the recovery for it has the immediate effect 
of dampening business confidence and 
thus bring to bought the beneficial con¬ 
sequences, .such as they are, of any dearly 
purchased macro-economic stability. 
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Notes 

{This paper wu!i written while 1 served as Country 
Esonoinist for Ukr.une at the World Bank in 
Washington IXT dunng 1*)% 97 Needless to 
state, the views expirssed here are mine 1 he data 
and infomiation piescnied heic are now available 
in the public domain I thank Mark Davis Hate/ 
Ghanem Wafik Grots and Anatoly Solianik tor 
discussions, and Kitu Anand C'handrashckar Pant 
for the opportunity to work on such an intca'sling 
problem Lanssa Leshchenko helped inclitH] sona 
important data Errors that might reniaiii aic niv 
responsibility | 

I rhe World Bank and the IMF irc iht l«o 
largest sources of capital inlFou into llki.iinc 
since us independence which implies that 
the advice ot ihcsc insiitulions plays a 
signilicnni role in moulding the gosein 
ment's own policy fherelon- it is interesting 
that work done at the Bank itselt has long 
pointed to this possibility in which 
connection see I Serscii and A Solimano 
Striving tor Growth attci Ad|suliuent' The 
Woild Hank Washington DC 1991 See 
also K Dornhiish Policies to Move Iroiii 
Stabilis,ilioii to (iiowlh Piciceeding ol 
the Annual ( onleiencc on Desclopnient 
Economics The World Bank Wa'-hinglon 
in' 1990 Howevei that the sitiiaiion in 
Dkiainc IS maikedly ditleient troni that 


analysed by these authors will be the argumenl 
in this note 

2 SeeAGhosh ‘A Macro-EconomicFramewoik 
tor SustaiiKd Economic Growth’. ‘Ukraine 
Accelerating the 7ransition to Market' IMF. 
Washington IX" 1997 

t Note that in the presence of widespread 
conuption it is not necessary to cite excessive 
regulation as a separate factor for it should 
he possible foi the entrepreneur to bnbe the 
regulator However, while this may simplify 
the analysis it does not detract from the fact 
that bnhes are costly or that it is the allowance 
ol discretionary intervention that provides the 
oppmtunity toi corruption 

I Rosenstem Kodan s paiahle of the shoe 
lactory is loo well known to be repeated 
Howeser it is interesting since we are 
discussing Ukraine to note that he had 
conceived of it in the context of castcin 
Luio|sc, following the end of the ‘Second 
Woild War' some SO years ago The first 
lormahsation of the idea of history versus 
expectations’ is due to P Kiugnian ‘History 
veisus Expectations Quarterh Jounutl of 
ltoniimii\ mil 1991 An exposition on 
which I have relied extcnsivelv synthesising 
all the theoretical implications is found m 
Debia) Kay ‘Development Economics 
Princeton University Press Princeton 
tfoithcomtng), 1998 


5 In this connection, see Brian Arthur (1997); 
‘Beyond Rational Expectations Indeter¬ 
minancy in Economic and Financial Markets' 
m J N Drobak and JVC Nye (eds), Tkr 
Frotmer^ofiheNew InttiniMmal Eimonui t. 
Academic Press, San Diego I am grateful to 
V Santhakumar for drawing my attention to 
this paper 

6 Sec Pulapre Balaknshnan and Mark Davis, 
‘The Profile of Public Investment in Ukraine’, 
prepared as input into the 'Ukraine Public 
Investment Review’, of which the citation 
appears in the following footnote 

7 See ‘Ukraine Public Investment Review’, 
Countiy Department IV. Country Gperations 
Division II. Europe and Central Asia Region, 
The World Bank. 1997 

8 Observed in a wide range of instances See 
.Serven and Solimano (1991) 

9 ThesefiguresdiffertromthcfiguresinTable I 
This IS so because the figure in Table I pertain 
lo the ‘consolidated government’, which 
combines the accounts of central and local 
govemments, and is inclusive of (he Pension 
Fund while the figures in Table 2 pertain to 
the central government alone 

It) 8ec Pulapre Balaknshnan and Maik 
Davis (1996) ’The Profile of Public 
Investment in llkramr Country Operatinns 
Division II. the Woild Bank, Washington. 
FX (mimeo) 
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REVIEWS 


To Migrate or to Stay? 

Surinder $ Jodhka 

Peasant Moorings: Village Ties and Mobility Rationales in South India edited 
by Jean-Luc Racine; Sage Publications, New Delhi, 1997; pp 400, Rs 49S. 


MIGRATIONS from rural to urban areas 
in third world countries have been viewed 
with much interest particularly by those 
concerned with understanding the 
processes of development and change in 
these societies. The classical themists, both 
in development studies as well as in 
demography, thought of migrations in an 
uni versa!-evolutionary kindof framework. 
It was expected that a.s the developmental 
priKcss unfolded, a large proportion of 
rural inhabitants would inevitably move 
to cities, giving up working on land and 
shitting to employment in industry or the 
urban .service sector. Industrialisation and 
urbanisation have for long have regarded 
as the two most important indicators of 
the modernisation process. 

However, the actual experiences of the 
socio-economic transformations in 
dll lerent countries of the third world have 
been quite varied. The processes of migra¬ 
tions have tended to follow much more 
complex patterns than what was predicted 
by the development theorists. While in 
some parts ot the developing world, such 
as Latin America, the proportion of the 
rural population has indeed come down 
significantly during the last four or five 
decades,' in most of the Asian countries 
the trends have been quite different. Nearly 
thrcc-lourths of the population in two of 
the most populated countries of Asia, viz, 
India and China, continues to live in the 
countiysidc. The same has been the case 
with many other countnes in the region.* 

The point is not that the.se countnes have 
not experienced any growth in their urban 
populations. On the contrary, the urban 
populations in the region have grown quite 
significantly, but, as Racine, editor of the 
book under review, argues in the book, 
this inciease has not depopulated the 
countryside. Despite a proportionate 
increase, however small, in the urban 
population, in absolute tenns the rural 
populations have also gone up. For 
example, in India, though proportionately 
the rural population came down from 76.7 
per cent to 74.3 per cent between 1981 
to 1991, in absolute terms it experienced 
a growth of 105 million during the same 
decade. 

Racine argues ihiU in most discussions 
of Indian uibani-sation the questions raised 
invariably emanate from the vantage point 


of the city, "dealing with people who have 
migrated and have become urban- 
dwellers”. And thus, most studies on rural 
to urban migrations end up focusing on 
the ‘push' and ‘puli' factors as explanatoiy 
variables. While such studies have been 
helpful in explaining the motives of 
migration of those who migrate, they say 
little about those who manage to resist the 
'push factors' in rural living or are not 
lured by the ‘pull’ of the city life. This 
would be an important question if one had 
to explain the slowness of the urbanisation 
process in countries like India. 

The project undertaken by the team led 
by Jean-I^c Racine was visualised to 
answer this question. Their attempt has 
been ‘‘to highlight a reality which was 
indisputable but not so well-known”, i e, 
the strength of what they describe as the 
‘retention rationales’. These, according to 
them, “are not just reasons for immobility 
but give rise to a wide variety of behaviour 
patterns, leading .sometimes to a dead-end 
but more often to well-thought-out 
initiatives using complex strategies like 
intra-rural movements, taking advantage 
of the city while remaining in the village 
or by leaving an important part of oneself 
III the village” (p 17). 

The book is a good example ot 
interdisciplinary team-work, where 
scholars from France and India belonging 
to diverse disciplinary backgrounds - 
geography, economics and anthropology 
- have been able to produce very high 
quality work. Despite it being an edited 
volume, the work presented in different 
chapters by different researchers blends 
together quite well. 

The writers’ mainconcem being analysis 
of the ‘retention rationales’, the empirical 
studies were carried out in the rural set¬ 
up. This choice of rural locates, according 
U) them, as “required tocomplement .studies 
conducted in urban areas in order to 
understand the whole array of mechanisms 
and rationales underlying the migration 
and retention of the rural population” 
(p30). All the empirical studies were 
carried out in one state of India, viz, 
Karnataka. They selected four contra.sting 
rural systems situated along an axis joining 
the Arabian seacoasttothe dry and irrigated 
lands of the Deccan plateau which included 
the coastal district of Dakshina Kannada, 


the Mysore plateau on the Maidan and the 
hilly ranges ^the western Ghats orMaidan. 
One or more villages were chosen for 
intensive field surveys in each of the 
different rural systems. 

Along with a detailed account of the 
problem under study, P D Mahadev and 
IL Racine in die first chapter ‘To Migrate 
orto Stay’ provide the background analysis 
of the .structure and dynamics of rural and 
urban life in south Karnataka. They also 
offer an explanation for using the concept 
of ‘rural system’ in their study and not the 
more popular term, the ‘agrarian system’. 
“By employing the concept of rural 
system”, they want “to stress that 
agriculture, though essential, does not 
coverthe whole of rurality. Byruial system 
we mean all the structures and relationships 
that give a rural environment its functional 
identity” (p 26). However, they do not 
ignore agrarian structures in their analyses 
of retention rationales. 

Their field studies begin with the 
a.Hsumption that at some tiire or the other 
every family in rural India texlay asks itself 
the question; ‘to migrate or to stay?’ The 
poor agricultural labourers ask thisquestion 
to escape f rom poverty and unemployment. 
Small farmers ask the same question to 
escape from their possible proletaria¬ 
nisation in view of the increa.sing pressure 
of capital and market. The affluent sections 
of the landed cl&s.ses look towards cities 
for further mobility. They arc keen to send 
their children for higher education diat 
they hope would open up the doors to 
urban employment. The surveys carried 
out in the rural areas of Karnataka, the 
authors claim, enabled them “to identify 
the migratory flows towards both 
neighbouring and distant towns”, “to 
understand why urbanisation rate is much 
lower in India than in order developing 
countries”; and “to judge the significance 
of intra-rural migrations" 

In the second chapter. PC Roca provides 
an overall introduction to the four rural 
systems of the state ot Karnataka and to 
the various locales of .study. ITiough his 
approach is pnmanly geographical, he 
gives due consideration to .socio-cultural 
and economic factors in the con¬ 
ceptualisations andclassificationsof these 
sub-regions. 

In the third chapter M A Kaiam offers 
an anthropological perspective on 
moorings and mobilities in the Indian 
context. Decisions about migrating or 
staying back, Kaiam argues, are not taken 
by keeping only the economic factors in 
mind. ‘What makes people cling to their 
traditional moorings?’ is also a cultund 
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question. Hence the need for an 
anthropological perspective. Katam did 
not participate in carrying out any of the 
Held studies himself but he u.ses at length 
the data collected by others involved in 
the project and ItKiks at the problem through 
his own parameters. Identities of caste and 
kinship, birthplace and land work strongly 
on the minds of those who arc candidates 
tor migration. Similarly, he argues, 
que.stions such as who does out and under 
what circumstances: who diK's maintain 
contact with the native village; and who 
dues come back? could not be answeicd 
unless seen in the bitiader Iramcwork ol 
mobility andcultural change in (he specific 
context ol a given region. 

The lindiiigs ol the lour suiveys are 
pre.scnted in the following four chapters 
in the second part ol the book. “People 
go away only so that they can ultimately 
remain in the village". This statement is 
the core hypothesis and a running theme 
in almost all the Held studies. F Laiuly in 
his study of ‘migrations and moorings in 
the Maidan' stales this conclu.ston right 
at the beginning of the chapter. He argues 
that in the dry/ones that he studied, (hough 
deserted by “a prodigious number of 
people, benefited hy the return of migrants 
who partly made up tor the number who 
have left” The balance of the.se move¬ 
ments, he as.scrts, was "acting as a safety 
valve, enabling a large number ol people 
to remain in the countryside" (pp 99-1 OH), 
In the irrigated regions, (he tendency 
to migrate was even les.scr. In tact the 
irrigated villages (hat had experienced 
agricultural development attracted in- 
migrations Women outnumbered men in 
the figures ot migrations in the region. 
However, their migrations were largely 
due to mairiage 

Though economic factors were powerful 
motivating lorces ‘non-economic’ factors 
also significant. When it came to permanent 
migrations, chance played no role. Along 
wiUiindividual choice, family tie.s, lineage 
and ca.sie logic played important roles in 
decisions regarding migration. Blfects of 
out-migrations on the village were rather 
paradoxical. Though the village did not 
become rich due to out-migration, it was 
able to survive because of it. The overall 
effect of migration.s on the native villages, 
Landy argues, was a conservative one. By 
working as a safety valve, it prevented the 
establi.shcd siKial structures and traditional 
norms from disintegrating altogether. 

B N Shi valingappa offers an account ol 
“the rationales behind the mobility and 
retention of rural population in the western 
ghats”. The trend towards urban migrations 
in the region began rather recently, 
sometime during the early 1980s. It had 
largely been an upper caste affair. The 


upper ca.stes started sending their male 
children to the towns, first for education 
and then for white-collar jobs. These 
migrations did not lead to a total break of 
the migrants from the village social 
structure. Shivalingappa also IcKates the 
disintegration of patron-client type of .social 
structure in the same period. 

His description of the so-called 
traditional village life is ratherproblematic. 
It reminds one of the early colonial/ 
anthropological accounts of the ‘Indian 
village communities’. For example he 
writes. “Life in the village is mainly 
founded on the principle of reciprocity, 
rile villagers help each other in their day- 
to-day lives; they exchange mutual labour, 
agricultural implements, and share 
iiiomcnis of sorrow and joy alike. Many 
occasions such as village festivals, 
weddings and other familial events bring 
the villagers together. These social and 
emotional links arc still appreciated and 
^llslaln the continuing desire for 
p.sychological support Irom each other” 
(p230). Interestingly, in the following 
paragraphs. Shi valingappa also lalksabout 
the relations of bondage and .surveillance 
that characteri.scd the prevailing agrarian 
siiucture in the region until a few decades 
hack. It IS rather difficult to understand 
how one could talk about bondage and 
surveillance in (he framework of 
reciprocity. 

fhough all the four ca.se studies pmvide 
lucid accounts of the agrarian .social 
sirucluie in their respective study villages. 

It is in K Nagaraj’s study of two villages 
ot Dakshina Kannada di.strict that the 
niohilily paitems have been .seen centrally 
III relation to the prevailing structures of 
agiarian iclations. His study was carried 
out in two villages, one from the interior 
and the other irom the coastal region, 
characterised by two very different kinds 
ot cla.s.s relations. 

In the inti rior, feudal and scmi-feudal 
type ol relations had been predominant 
until recently. In thissharply differentiated 
system, the traditional landlord owned 
large plots of land while at the other 
extreme, landless tenants lived in abject 
poverty. The tenants and labourers were 
not only poor hut were also bonded and 
therefore restricted in regard to going out 
and finding alternative .sources of 
employment. The land refonns introduced 
alter the 1974 Act did bring about some 
positive change. The village society was 
no more as closed and exploitative as it 
was before. However, the region continued 
to he backward with features of feudal/ 
semi-feudal relations, though to a much 
lesser extent. In striking contra.st to the 
interior, the coastal belt was more 
developed with higher literacy rates and 


a diversified economy. Ute typical 
landowners in the region were m^um- 
sized owners. However, here too. many 
of them were absentees and a signiHcant 
proportion of the land was still being 
cultivated hy tenants. The system of beck- 
and-call laiwur was also prevalent here 
though not on the same scale as in the 
interior. 

The cxi.sting structure of land relations 
had a direct bearing on the patterns of 
mobility and it affected different categories 
of people in the village differently. While 
the incidence of iong-di.stance migration, 
to places outside the state, appeared to be 
roughly the same for the ‘other castes’ in 
the two villages, for the lower castes this 
incidence was much higher in the coastal 
village than in the interior district. 
However. Nagaraj also cautions against 
seeing the relation between migrations 
and the agrarian structure in a mechanical 
way. “The issue had many more dimensions 
and ramifications than purely economic 
ones. It was a whole gamut of relations 
and conditions encompassing economic, 
social, familial and even political aspects 
that madefor-oi constrained-the mobility 
of any section of the population” (p 254). 

In his case study of Mysore and Mandya 
district, H Guctat-Bcmard focuses on the 
rural non-agricultural employment and the 
retention of rural population. His main 
argument is that given the choice very few 
villages would prefer to leave their native 
village. It is because of the problems created 
by demographic expansion that the 
villagers are compelled to look for 
alternative source of income and em¬ 
ployment, migrations to the city being one 
pos.sible way out. The siatc-sponsorcd 
economic diversification programmes, 
.such a.s IRDP and 'FRYSEM. though they 
strengthened the retention rationale have 
had only a limited impact on the rural 
economy in terms of occupational 
divcrsiHcation. 

Villagers still thought highly of village 
life. “It was the place where thcirancestors 
had lived before them, the social space 
where their moorings lay and ail their 
associations. If it was economically 
feasible to live there, all of them expressed 
the desire to continue living in the village. 
The desire to benefit fn)m the urban 
economy while sticking to one’s roots 
in the village, was reason for the popula¬ 
tion to remain anchored in the rural 
areas” (p 313). 

In the last chapter, J L Racine offers a 
synthesis of the various studies, the 
rationales and strategies observed in 
different rural settings. He highlights the 
importance of family strategies in 
providing indispensable support to 
individual migrants. He also discusses 
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some life stories to show how peopk oy 
to maintain some kind of balance between 
the town and the village. The lure of the 
city for many villagers was a myth that 
could not be taken for granted. Most 
villagers went to the town "so that they 
could ultimately remain in the village”. 
Racine also tries to put the findings of his 
team of researchers in a comparative 
perspective taking into account some of 
the studies from Latin America, Africa 
and China. His main attempt is to show 
the flaws of the Harris-Todaro variety of 
theories that try to explain migrations 
almost exclusively through ‘push* and 
'puli' factors, a.ssuming individual choice 
to be an autonomous reality. On the 
contrary. Racine, along with his team, 
convincingly shows how migrations in 
contcmptirary rural India are determined 
by the whole gamut ot relations and 


INCREASINGLY, a major strand in 
historiography has sought to examine the 
ways in which the British presence in the 
subcontinent Wtis relevant to changing 
Indian conceptions of cultural and political 
identity. Research on colonial hegemony 
focusing on the study of di.scour.scs of 
power became of great 'mportance in the 
wake ol Edward Said's Orientalism. 
.Sometimes such work questioned the pos¬ 
sibility ol autonomous agency on the part 
of the colonised Subsequently, at various 
po!ntsinlimc.lheen.suing debate examined 
'derivative discourses’, ‘fragments' and 
'community' bonds to probe the role they 
played in the formation of nationalist 
identities A parallel stream of scholarly 
work has also attempted to locate the 
reasons behind the creation of the ‘imagi¬ 
ned communities' of the nation .state 
through the study of texts, language, 
literature, printing and education. Empire 
and Information, an important and path- 
breaking work, which interrogates the 
rclation.ship between colonial knowledge 
and the ‘information order’, hacked up by 
an impressive web of empirical details, 
should be undersumd in the backdrop ol 
the broad questions rai.scd by such research. 

Empire and Information seeks to in¬ 
vestigate ‘communication and the move¬ 
ment of knowledge’ (p 1) within north 
Indian .swicty between 1800 and I8S7. 
Placing Itself within the analytical frame¬ 
work of the ‘information order’, seen as 
central to social change, the book suggests 


conditiohs associated widi a backward 
socio-economic structure - with agrarian 
relations playing a central role. 

A lot of hard work and imagination has 
gone into the writing of this book. It will 
surely be rewarding reading for anyone 
interested in understanding the processes 
of agrarian change and the dynamics of 
social transformations in contemporary 
India. 

Notes 

1 Aspertheestiniatedriguresforl990theoveraU 
rui^ population in Latin Amenca has come 
down lo around 25 per cent, or in some cases 
even less Veneruela, for example, had only 
oiound to percent of iis total population living 
in the rural areas 

2 Indonesia had 69 per cent of rural population 
and Thailand had os high as 77 per cent of its 
population still living in the countryside in the 
your 1990 


that knowledge IS a social formation, while 
‘knowledgeable people' form distinct 
social segments, central lo social change 
(pp 3-4). The book under review engages 
with the work of scholars such as Ronald 
Inden and Talal Asad, who were influenced 
by .Saidian orientalism. Arguing that the 
relationship between knowledge and power 
deals with merely one aspect of the infor¬ 
mation order of colonial India, Bayly sug¬ 
gests that the situation was far more com¬ 
plex and that the British were driven by 
more than the yearning for domination 
over their subjects. According to him, pre- 
colonial states in north India also indulged 
111 the es.scntiali.sation of ccilain aspects 
of the social order in a manner somewhat 
similar to that of their colonial .succes.sor. 
Indeed, by the I8lh century, even if it was 
not a ‘literate society’, the region was 
‘literacy aware’, with ‘knowledge com¬ 
munities', creating a ‘talkative knowing 
.society, highly competitive about the use 
and diffusion of information which it 
was hard for any government to dominate’ 
(p 40). 

Subsequently, according to the author, 
indigenous discourses were subsumed 
within the British understanding of Indian 
society, albeit in a distorted manner. This 
ixicurred in a period given its specificity 
by the ideological and institutional nature 
of the colonial state and the economic 
foundations upon which it was based. 
Bayly also sugge.sts that the ‘locality’ 
shaped the British thirst for information 


asmudiaiklMsoriginatingatlbe ‘centre* 
in 19th century noi% bidia and that bodt 
British and liidiim knowledge helped in 
the formation of modem Indian state and 
society. In this context. Empire and 
Information focuses on the central role of 
Indian ‘agency’ in perpetuating Indian 
knowledge systems and communities, 
which, it argues, is often undermined in 
analyses of the inter-relationship between 
power and the formation of discourses. 
Thus, the book seeks to add a whole new 
dimension to the study of orientalism in 
contemporary hi.storiography. 

It is now being suggested thk indological 
discourse was not merely extremely 
complex but the ideas on which it was 
premised have to be contcxualLsed in the 
circumstances in which they were written 
and the influence of developments in the 
metropolis. In this context, Bayly asserts 
that the colonial orientalist project did not 
develop in acoherent and unilinear manner. 
Colonial knowledge .systems, contested 
and fractured at every stage of their 
development, were inHuenced at their 
inception by the search foruniversal values 
and the international political and 
economic order. Nor were British sur¬ 
veillance and information gathering net¬ 
works able to match the depth and reach 
ot pre-colonial ‘social communications’. 

Empire and Information gives great 
importance to the Indian 'ecumene', a 
public sphere made up of a composite of 
communities from various religious, caste 
and sectarian boundaries (pp 181-82). It 
asserts that the inability of the colonial 
state to comprehend the manner in which 
the 'ecumene' shaped the absorption of 
the panting press, public instruction and 
new systems of communication and ideas 
was behind its lailure to anticipate the 
Great Rebellion of 18S7. Subsequently, 
the limits set to the tone of the debate in 
the public sphere had an abiding influence 
on the ways in which information systems 
developed in the post-independence era. 

In the fir^t half of the book, the author 
focuses on how the British moulded 
i nformation and the sources of information 
in north India until the 1840s. It seems that 
at the beginning of the 19th century, the 
Ea.st India Company inhented an extremely 
developed system of surveillance and 
knowledge gather! ng from the pre-colonial 
kingdoms, based on word of mouth, 
newsletters and a hierarchy of spies, for 
political surveillance was felt to be of the 
utmost necessity. But unlike the Briti.sh, 
Indian rulers had acce.ss to both ‘patri¬ 
monial’ and ‘affective’ knowledge (p 17). 

As Bayly amply demonstrates, the 
divorce of colonial institutions from 
patrimonial knowledge, or the detailed 
information available to local elites, and 
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affective knowledge, gleaned from 
participation in a scries of belief, value 
and social systems was to prove their 
undoing in the long run. British ad¬ 
ministrators. instead, wrote exhaustive 
reports based on a static and hierarchical 
view ot India, exaggerating its points ot 
difference and often erasing its finer 
nuances by depending on universal cate¬ 
gories. For example, while ca.stc had veiy 
much been part of pre-colonial political 
culture and debate, it did not lorm the 
central core ot a dclinitive and systematic 
understandtng ot Indian society as during 
the British period (p 168). 

As colonial state structures developed, 
so did access to data in the revenue 
collecting machinery, settlement, census, 
the anny and legal matters, social structures 
and practices Towards this end. colonial 
officials used the knowledge of families 
of Indo-Muslim administrators, many ot 
whose antecedents lay in Mughal and 
princely courts and who now worked in 
the low-er rungs ol administration (p 78) 
The ‘munshr. one of his breed, was a 
fount ot intormation about the .sub¬ 
continent and Its languages As the hook 
indicates, ihe collection ol knowledge and 
political surveillance, however, was not 
toolprool III this legard. tailure was 
evident on the ‘fringes’ of empire in areas 
such as Nepal. Burma and central Asia and 
within ceitain regions in centralised /ones 
of power. Also, the British were unable 
to penetrate the domestic sphere. The often 
incomplete knowleilge of Indian society 
resulted in 'information panics' or 
'ideological Iren/ics’, which emated a 
miasma ot tear about thagi. dacoity. and 
.sati within otficialdom (p 171). 

Bayly shows that the contradictions 
inherent in gathenng information about 
the empire came to a head in 1857 The 
printing press and modern means of 
communication such as the posts and tele¬ 
graphs. which had made a fundamental 
impact on the Indian 'ecumcne' by this 
point, w'cre central tothe struggle for power 
during the Rebellion. .Subsequently, the 
media and the printed word were the pri¬ 
mary targets ot the government clamp 
down as the state became more coercive 
in intent and in nature (pp 340-43). Also, 
the British perspective on India changed 
in ihe later 19th century as the myth of 
the 'little India's' gained acceptability 
amongst policy-makers The author sug¬ 
gests that such ‘epistemological balkani- 
sation’ found expression in the hunt tor 
'community', the specificity of local cus¬ 
tom and above all an 'unchanging tradition' 
in research on language, ethnology, culture 
and knowledge systems (pp 352-55). 

Empire andirtfonnation skilfully weaves 
logether a complex .story, combining the 


history of political surveillance within Ac 
framework of a broad narrative of the role 
played by Indian a,strology. geography, 
history, languages and m^icine in the 
Indian public sphere. This forms the second 
parallel theme and in certain ways, the 
most interesting part of the book. Here 
Bayly explores thee volution of 'old learned 
ti aditions and networks of communication’ 
(p 362), which, he suggests, ted into a 
latent Indian cultural and political 
nationalism. Atthispoint. while the public 
sphere involved a dialogue between elite 
and popular culture, participation in 
debates was constricted by social, 
economic and sectarian considerations. 
With the communalisation of the public 
sphere after 1857, many caste and sectarian 
battles were fought out in print. The 
intensive public debates which iKcuiifd 
i n t his penod as a consequence ol Ihe acute 
economic depression, fed into Ihe ensuing 
cultural revival and the expansion of 
languages such as Urdu and Hindustani. 
At the same time, from Ihe 187()s, official 
reports began to draw upon Indian 
newspapers and other writing for the 
patrimonial and affective knowledge they 
had little access to on their own. 

Clearly, colonial officials and specialists 
shared a complex relationship with Indian 
knowledge. One of the main areasot central 
locus in Empire and Information is the 
regeneration of ideas and debates in the 
public 'ecumcne' because of the interaction 
between Indian and British enthusiasts. In 
the context ol the arguments of Benedict 
Andeti^n's Imagined Communities,Biy\y 
argues that printing by itself did not 
propagate a nationali.st consciousness. 
Instead, it 'speeded up the velocity and 
range ot communication among exis¬ 
ting communities ol knowledge' (p 243). 
This IS indicated by the ongoing debates 
of the period on astrology and medicine 
which show that ‘indigenous science' 
flourished in spite of British attacks on 
them. 

It seems that the British criticism of 
indigenous knowledge was tempered by 
agnosticism and attempts to hunt for a 
more syncretic approach in areas where 
Indian expertise was more obvious. 
Interaction with Indian specialists meant 
that European knowledge systems'were 
often informed by ideas originating in 
India. Meanwhile, participation in western 
debates often pointed the way to the 
'rebirth' of many disciplines including 
Ayurveda and astronomy (which began a 
tiuitful dialogue with Islamic astronomy, 
the Siddhanlas. Puranas and western 
science) who.se antique origins bolstered 
an emerging nalionaIi.st pride (p 262). In 
fact, the author .suggests that ‘Indian 
protagonists in colonial debates were 


fotiniAg cdaneclicmi aciross the whdie 
subcontinent and appealing to a national 
intellectual tradition two generations 
before indigenous political a.ssociations 
began to emerge’ (p 247). This aspect of 
Bayly’s analysis is bound to stimulate 
further scholarly debate on the history of 
mentalities, the 'information order’ and 
the rise of nationalism in 19th century and 
20th century India. 

Empire and Information is important 
because of the contribution it makc.s to the 
study of the relationship between 
information and knowledge on the one 
hand and identities and state-building on 
the other. It also blends many analytical 
threads, .seeking to bridge the gap between 
works which study the relationship 
between power and knowledge within the 
confines of ‘discourses’ and tho.se which 
emphasise the importance of the world of 
statesmanship, the polity and economics. 
In addition, the btHik emphasises the role 
of Indian 'agency', which is central to the 
main thesis. In this context, this work is 
an important intervention in the ongoing 
debate on orientalism and the nature of 
colonial hegemony. 

Bayly’s analysis akso has contemporary 
relevance. It argues that the structural 
changes brought about in the information 
order using older styles ot debate, style 
and knowledge remained ‘active agents in 
the creation of modem south Asia' (p 
376), its public sphere and the circulation 
ot ideas and information. While 
concluding, the author suggests that the 
con.sequenccs of the colonial intormation 
revolution in post-colonial Indian .siKiety 
was the "emergence of a dual 'economy 
of knowledge’; an ‘advanced’ .sectorusing 
western forms of representation and 
communication subsisting within an 
attenuated but still massive heartland 
employing older styles of information and 
debate” (p 372). The ability of Eminre and 
Information to throw open interesting 
pointers to future research in an era in 
which the information order is increasingly 
playing a paramount role in shaping tastes, 
ideas and lifestyle choices, adds to its 
overall significance. 
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Economic Development and Political Democracy 

Interaction of Economics and Politics in Independent India 

Deepak Nayyar 

This essay attempts to reflect on the intersections between economic development and political democracy 
in India over the past 50 years. The process of economic development is situated in the wider context of 
political democracy to explore the interaction between economics and politics in independent India. An 
analytical framework is set out and the past five decades are divided into three phases. The current phase, 
it is concluded, is characterised bv an absence of consensus and a presence of short-termism, in which 
the economics of liberalisation and the politics of empowerment are moving the economy and the polity 
in opposite directions. The need for i onflict resolution is greater than ever before. But the task has become 
more difficult. And. strangely enough, the effort is much less. 


I 

Introduction 

THERli IS a vast literature on the theme 
of economic development m India over 
the past 50 years ITic literature on the 
subject ot political democracy in India 
since independence is just as extensive 
Both are rich in terms of range and depth 
But they constitute two ditteient worlds, 
divided into the di.sciptines ol economics 
and political science. The intersections arc 
few and far between. This essay makes a 
modest attempt to reflect on the inter¬ 
connections It situates the piocess of eco¬ 
nomic development in the wider context 
ot political democracy to explore the 
intcrdction between economics and poli¬ 
tics in independent India. Section II .sets 
out an analytical framework. It explains 
why markets and demociacy provide no 
magic wand, to suggest that the real issue 
i.s the tension between the economic.s ot 
markets and the politics of democracy. 
The problei.i. it argues, is compounded 
because markets exclude people, particu¬ 
larly the poor, 'fhe paper then divides the 
live decades into three phases. Any such 
periodisation is obviously arbitrary but it 
serves an analytical purpose. Section III 
examines the t irst phase, 1947-66, in which 
the strategy of development was shaped 
by a political consensus and characterised 
by a long-tenn perspective, llie spirit of 
nationalism meant that there was less need 
to manage conflict, but there was a con¬ 
scious efiort to accommodate the poor 
even if it was long on words and short on 
substance. Section IV analyses the second 
phase, 1967-90, which witnessed a quali¬ 
tative change in the interaction of eco¬ 
nomics and politics. Economic policies 
and economic development were strongly 


intluenced by the compulsions ot political 
democracy. Tho.se with a political voice 
made economic claims on the state. But 
the procc-ss ol mediation and rcconcilia- 
iion hud long-term economic and political 
con.scquences. Section V discusses the 
third phase, 1991-97. charactciiscd by an 
absence of consensus and a presence of 
short-termism. in which the economics of 
hheralrsation and the politics of empower¬ 
ment .seem to be moving the economy and 
the polity in opposite directions. The need 
lor conflict resolution is greater than ever 
belorc. But the la.sk has become more 
dii Iiciilt. And, strangely enough, the effort 
IS much le.ss. 

II 

Democracy and Markets 

As the 20th century draws to a close and 
we approach a new millennium, market 
economy aiuiirohticaldemiK racy irebazz 
words: not only in turbulent eastern Europe 
attempting a transition to capitalism, but 
also across a wide spectrum of countries 
III the developing world from Latin 
America through Africa to Asia. This is 
partly a consequence of the collapse of 
planned economics and excessive or in¬ 
appropriate state intervention in market 
economies. And it is partly attributable to 
a concern about authoritarian regimes, 
particularly in countries where there has 
been no improvement in living conditions 
of the common people, but even in coun¬ 
tries where economic development has 
been impressive despite which there is no 
movement towards a democratic polity. 
Consequently, the mood of the moment 
is .such that markets and democracy are 
perceived as both virtue and necessity. In 
this process, some countries are in search 


of new models of development, while 
others arc attempting to adapt their erst¬ 
while models of development. For the new 
orthodoxy believes that, insofar as demo¬ 
cracy is about political freedom for indi¬ 
viduals and markets arc about economic 
freedom for individuals, the two together 
must serve the intere.sts of the people. 
However, there is little basis for this 
inference either in theory or in practice. 

For one. democracies function on the 
principle ot majority nHc or .some variant 
thereof. This i.s clearly preferable to 
monarchies or oligarchies associated with 
the rule of an individual or ol a few. But 
demcKracy can lead to the tyranny of 
majorities.^ What is more, in countries 
characterised by social and economic 
inequalities that run deep, it is not clear how 
adult franchise alone can create political 
equality. We must not forget that univer- 
.sal suffrage is a 20th century phenomenon 
even in Europe. Indeed, we would do well 
to remember that it was property rights, 
rather than equality, which were at the 
foundation of liberalism. And, for a long 
time, it was property that endowed people 
with a nght to vote so that access to political 
democracy was the privilege of a few and 
not the right of everyone. 

For another, the proposition that mar¬ 
kets create equal opportumties for all 
depends on the critical assumption that the 
initial distribution of property rights is' 
equal. Thus, any defence of the market on 
tlic premise that it is good in terms of actual 
outcomes must rest on a defence of the 
initial distribution of property rights. The 
argument that markets protect the interests 
of individuals or minorities, which even 
democracies cannot, is limited,^ for such 
individuals or Vninorities are not guaran¬ 
teed access to the market as buyers if they 
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have no incomes or selltn if they have 
nothing to sell. It is important to recognise 
that while democracy may be about the 
tyranny of majorhies, ma^cts are inevi¬ 
tably about the t\ranny of minorities.^ 
In practice, we know that the combina¬ 
tion of denMK-racy and markets is neither 
necessary nor sufHcient to bring about an 
improvement in the living conditions ot 
the majority of the people in a society. 
Consider egalitarian development, which 
bangs about material well-being nl people 
together with some equality of economic 
opportunities We have seen such egali¬ 
tarian development in planned economics 
without political democracy, as in the 
erstwhile scKialist countries of eastern 
Europe, and in market economics without 
political democracy, as in some ea.st Asian 
and south-east Asian countries In sharp 
contrast, markets and democracy together, 
where these in.stiiutions are not sufficiently 
developed and have not evolved over a 
long period ol time, as in countries ot 
eastern Europe, have only pioduced chaos. 
The outcome is prosperity lor a few and 
misery foi the many. (’Icarly. there are no 
magic wands. Democracy and markets arc 
both institutions The outcome depends 
on how they arc used. 

The leal issue, in my view, is somewhat 
dificreni The es.scnce of the tension 
between the economics ot markets and the 
politics of democracy must Ire recognised. 
In an economic demiKracy, people vole 
with their money in the market place. But 
a political democracy works on the basis 
of one-pei son-one-vole The distribution 
of votes, unlike the distribution ol in¬ 
comes or a.s.sels, is equal. One adult has 
one vote in politics, even though a rich 
man has more votes than a poor man, in 
leans of purchasing power, in the market. 
Governments arc elected by the people. 
Even where they are not, the state needs 
legitimation from the people (mostof whom 
are not rich nr arc poor). Markets, on the 
other hand, arc driven by demand and not 
need. For this impoaant reason, among 
others, successive generationsof economic 
thinkers and social philosophers have 
stressed the lolc of the state in bringing 
the ideals of political democracy and eco¬ 
nomic dcmoci acy closer together. The state 
may or mav not succeed in this task. It is 
clear, however, that in reconciling eco¬ 
nomic and political democracy, a sensible 
compromise must be reached between the 
economic directions which the market sets 
on the basis of purchasing power and the 
priorities which a political system .sets on 
the basis of onc-person-one-vote.”* 

This is easier said than done. Markets 
may, in fact, exclude a significant propor¬ 


tion of the iieopie, ptttkxilady die poor. Ikyn 
theprocessofdevelopmenL Joan Robinson 
once said: ‘There is only one thing that is 
worse than being exploited by capitalKsts. 
And that is not being exploited by capi- 
talisLs”. The same goes for participation 
III markets. For there is anexclusion in the 
process. Markets may exclude people as 
consumers or producers or both. 

Markets exclude people as consumers 
or buyers if they do not have any incomes, 
or suflicient incomes, which can be trans¬ 
lated into purchasing power. This exclu¬ 
sion is attributable to a lack of entitle¬ 
ments.^ Such people are excluded from the 
consumption of goods and services which 
are sold in the market. 

Markets exclude people as producers or 
sellers if they have neither assets nor 
(upahilities.^ People experience such 
exclusion it they do not have assets, 
physical or financial, which can be used 
(or .sold) to yield an income in the form 
of rent, interest or profits. The prime 
example of this for the rural poor in the 
developing world is exclusion from land. 
Even those without as.scts could enter the 
market as producers or sellers, using their 
labour, if they have some capabilities. 
Such capabilities which are acquired 
through education, training or experience 
arc different from abilities which are 
endowed. But the distribution of capabili¬ 
ties may be ju.st as unequal if not more 
so. It is these capabilities which can, in 
turn, yield an income in the foan of wages. 
Hence, people without capabilities, the 
poor, who cannot find employment are 
excluded. It must be recognised that even 
people with capabilities may be excluded 
bom employment if there is no demand 
lor their capabilities in the (labour) market. 

Markets exclude people both as con¬ 
sumers and producers or as buyers and 
sellers if they do not accept, or conform 
to, the values of a market system. The most 
obvious example of such exclusion is tribal 
populations or forest communities in 
market economies. The same can be said, 
perhaps, for pockets of pre-capitalist for¬ 
mations in what are essentially capitalist 
systems. Such exclusion may also take 
other forms. There may be people who arc 
unable or unwilling to sell their assets; for 
instance, a person may be unable or 
unwilling to .sell an ancestral house in the 
market. Or, there may be people who are 
unable or unwilling to sell (heir capabili¬ 
ties; for instance, a person may be unable 
or unwilling to charge fees as an astrologer 
or a musician because of a belief system 
that such talents cannot and should not be 
sold. In other words, people who are 
excluded because of their set of norms can 


findsome khkl or liidli$iQn in die awwijt 
once they accept a different set of norms. 
In general, (he terms of such inclusion are 
such that it intensifies insecurity and 
exploitation at least for some time. 

As a concept, exclusion may de.scribe 
a situation or characterise a process.^ In 
describing a situation, whether it refers to 
a point in time or to a permanent state, 
the concept of exclusion is much the same 
as the concept of poverty. The object is 
to identify the excluded and the poor 
respectively. In characterising a process, 
the concept of exclusion goes further to 
focus on how the operation of ecunomic 
and .social forces recreates or accentuates 
exclusion over time. This may he attrib¬ 
utable to the logic of markets, which give 
to those who have and take away from 
those who have not, as the process of 
cumulative causation leads to market- 
driven virtuous circles and vicious circles. 
This may be the outcome ol patterns ot 
development where economic growth is 
uneven between regions and the distribu¬ 
tion of its benefits is unequal between 
people, so that there is growing affluence 
forsomccombincdwithpcrsistent poverty 
for many. This may be the consequence 
of strategics of development, as a similar 
eeonomic performance in the aggregate 
could lead to egalitarian development in 
one situation, and growth which bypasses 
the majority of the people in another 
situation. It is clear that institutional 
anangements which mediate between eco¬ 
nomic development on the one hand and 
social development on the other are criti¬ 
cal. For these institutional mechanisms 
may accentuate exclusion or foster inclu¬ 
sion, just as they may limit the gains to 
an affluent minority or spread the gains 
to the poor majority. The initial distri¬ 
bution of assets and the subsequent dis¬ 
tribution of incomes are impoaant deter¬ 
minants of whether the vulnerable sec¬ 
tions of the population are marginalised 
and excluded or are uplifted and included. 

It is only to be expected that there is an 
interaction between exclusion from the 
market in the economic sphere and the 
non-economic dimensions of exclusion in 
the social, politicid and cultural spheres. 
The social manifestations of exclusion 
can be powerful. This is best illustrated 
with an example where the underprivi¬ 
leged in society, such as the scheduled 
castes or the tower castes in India, are poor 
because they have little in the form of 
entitlements, assets or capabilities. But 
even where (hey are better endowed in 
terms of these attributes, their exclusion 
lirem markets, particularly bom the mar¬ 
ket for land and labour in rural India. 
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persisK Rxr soeoT wm »Mf'«ebiiomic 
reasons. At the same time, economic 
exclusion accentuates social exclusion. 
The marketisalion of economies hasmeant 
a roll-back of the state which ha.s diluted 
.social security provisions made available 
by governments, just as it has meant a 
weakening of the community and the 
extended lamiiy as institutions which were 
safety nets provided by society. In the 
sphere of politics, an economic exclusion 
from livelihood often creates or accentu¬ 
ates a political exclusion from rights. Thus, 
for the poor in India, the right to vote may 
exist in principle but in practice it may be 
taken away by coercion or coaxed away 
by material incentives at the time of elec¬ 
tions. Sometimes, the underprivileged or 
the poor arc not allowed to vote. At other 
times, their votes may be cast by someone 
else. And. in some .situations, their votes 
are purchased. This reality does not con- 
lorm to ihc principle of onc-person-one- 
vole It also suggests that people do not 
vote with their money in the market place 
alone. Similai ly, the very poor arc vulner¬ 
able to exploitation and oppression be¬ 
cause their civil rights or equality before 
the law exist in principle but ate difficult 
to protect or preserve in practice. The 
reason is simple. They do not have (he 
rc.sources to claim or the power to as'scit 
(heir nghts Similarly, cultural exclusion 
such as that of immigrant groups, minority 
communities or ethnic groups interacts 
with economic exclusion from the market. 
In all oi this, there is an asymmetry that 
IS worth noling. Economic exclusion 
exacerbates other forms of exclusion, hul 
economic participation docs not eliminate 
othertormsol exclusion which have social, 
political or cultural roots. 

The preceding discu-ssion may suggest 
that exclusion is bad and inclusion is good. 
But it is not meant to. It must be said that 
the nature of inclusion or exclusion mat¬ 
ters. inclusion is not always giKxl. Coer¬ 
cive inclusion by markets, whether child 
labour, tribal populations or immigrant 
woikers can be exploilati ve. The employ¬ 
ment of women as wage labour on terms 
inferior to those of men, or the employ¬ 
ment of migrants from rural areas in the 
unorgam.sed urban sector at wages lower 
than those of workers in the organised 
.sector, provide other examples. The basic 
point is that inclusion which is coercive 
or on inferitv terms is not desirable. For 
similar reasons, exclusion is not always 
bad. To those who do not accept the values 
of the market system, any voluntary ex¬ 
clusion from maikets, on the part qf in¬ 
dividuals or groups, should be pertly 
acceptable. 


Netloiiallsin and Devefopitaeiit: 
1947.66 

The conception and the birth of political 
democracy in independent India was 
unique in its wider historical context. For 
democracy did not follow but preceded 
capitali.st industrialisation and develop¬ 
ment. What is more, democracy came to 
India neither as a response to an absolutist 
state nor as the realisation of an individu¬ 
alist conception of society. In each of 
these attributes, it provided a sharp con¬ 
trast with the experience elsewhere par¬ 
ticularly in Europe.^ In fact it was not 
even an obvious outcome of the' nation¬ 
alist movement. The struggle for indepen¬ 
dence was much more about autonomous 
space for (he nation ihan about freedom 
tor the individual. Indeed, the Gandhian 
notion of a just state was premised on the 
idea that (he collective interest must take 
precedence over individual interests.^ And 
the legacy of nationalism was such that 
the end of colonialism may have imparled 
a sense of pndc and hope to the people, 
but independence meant freedom and 
sovereignty for ihc nation as a collective 
ol people rather than for individuals who 
together made up the people. Yet. the 
constitution adopted by independent India 
created a democratic republic and pledged 
to secure justice, liberty, equality and 
fraternity for all its citizens. Universal 
adult franchise was provided at one stroke. 
The republicanism of the western world 
was pcriiaps the role model. This was, in 
a sense. India invented.'*’ A liberal de¬ 
mocracy was constructed by an enlight¬ 
ened elite in accordance with its concep¬ 
tion of a modern nation state. It was 
democracy from ^ve provided to the 
people.'' And not democracy from below 
claimed by the people. This is perhaps an 
oversimplifted view. The reality was, 
obviou.sly, more complex. For the nation¬ 
alist movement meant a dialectical rela¬ 
tionship between the provi.sion from above 
and the claim from below. All the same, 
democracy in independent India was 
unique insofar as it introduced universal 
suffrage in a predominantly agrarian so¬ 
ciety with an inadequate crystallisation of 
class forces. In this construct, the state 
was the essential mediator. It had to 
perform a critical role in reconciling the 
conflict between political democracy and 
economic democracy as also in mediating 
between economic development and so¬ 
cial needs. Hius, if the logic of maikets 
meant exclusion of a significant propor¬ 
tion of people, particularly the poor, it 
was necessary for the state to ensure 




sphere. 

In this nUiieu, the strategy of ecbitoni^' 
development was sliced the cohmkdlv 
past and the nattonaftst present. For oMa> 
there was a conscious attempt to limit the 
degree of openness and of integratitm with 
the world economy, in pursuit of a more' 
autonomous, if not self-reliant, devetopk 
ment. FOr another, the state was assijpi^, 
a strategic role in development because 
the market, by itself, was not perceived '■ 
as sofllcient to meet the aspirations of a 
latecomer to industrialisation. Ekrth le*, 
presented points of dcirarture from ito . 
colonial era which wa.s characterised by ' 
open economics and unregulated markets. 
But this approach also represented a 
consensus in thinking about the most 
appropriate .strategy for industrialisation. 

It was. in fact, the development consensus 
at the time. 

The objectives were clear enough: to 
catch up with the industrialised world and 
to improve the living conditions of the 
people. So were the perceived con¬ 
straints. ' ^ The scarcity of capital was seen 
as (he fundamental constraint on growth 
but the low capacity to save limited the 
rale of capital accumulation, and even if 
savings could be raised there were stnic- 
lurai constraints on transforming savings 
into investment. It was believed that pri¬ 
macy of the market mechanism would 
lead to excess-consumption by the rich 
and under-investment in .sectors cntica! 
for development. At the same time, it was 
assumed that agriculture was subject to 
diminishing returns whereas industriali¬ 
sation promised not only increasing re¬ 
turns but also productive employment for 
surplus labour from the rural sector. These 
perceptions shaped the contours of eco¬ 
nomic policies: the lead role of public 
investment, industrialisation based on 
import suKstitution, the emphasis on the 
capital goods sector, indastnal licensing 
to guide the allocation of investible re¬ 
sources in the private sector, or even the 
relative neglect of agriculture. And state 
intervention was meant to create the 
conditions for the development of indus¬ 
trial capitalism.'^ It did so. Large doses 
of public investment created a physiod 
infrastructure and set up intermediate gtxxis 
indu.stries, which reduced the cost of inputs 
used by the private sector and increased 
the demand for goods pruduoid by the 
private sector. Import substitution, imple¬ 
mented through prraeclion, not only guar¬ 
anteed existing markets for domestic 
capitalists but alto ensured a future insofar 
as the excess demand attnbutabie to i m|^ 
restrictions would continue to provide 
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markets. Tins modus opentndi of foster¬ 
ing indu.strialisa(ion, a state-led capital¬ 
ism, was no different from state capitalism 
elsewhere in the world. 

At dtis juncture in independent India, 
industrialisation was thought of as syn¬ 
onymous with development while it was 
presumed that national interest and the 
people's interest were the same. There 
was not only a consensus about the strat¬ 
egy of economic development that was 
adopted. There was al.so a political cun- 
sensus on what was attempted. This was 
attributable in part to the legacy of nation¬ 
alism which emphasised unity in diversity 
and in part to the nature of the Congiess 
Party which represented a composite 
coalition of intcre.sts. It was not as if there 
was no conflict ol economic interests 
There was. And it was recognised. Some 
steps were debated but ruled out. It was 
decided, for example, not to expropriate 
, foreigncapitali.stsor local landlords. .Simi¬ 
larly, even though economic inequalities 
posed a problem, a redistribution ot assets 
was not .seen as desirable because it would 
be detrimental to savings while a redistri¬ 
bution ot incomes was not seen as tcasibic 
because India could only ledistributc its 
poverty Other steps were taken in a half¬ 
hearted manner. Land reform legislations 
were passed However, these were either 
replete with loopholes or simply not 
implemented. The abolition of ab.sentec 
landlordism was a signilicant outcome 
But these reforms did not give land to the 
culu valors. In.stead, they forced owners to 
turn into cultivators. .Some steps were 
devised to addiess ihc exclusion of the 
ptxir and the exploited I’he community 
development piograinmc was introduced 
to create an infrastructure in rural India. 
A .sy.stem of /Miichmati was created to 
facilitate institutional change at the vil¬ 
lage level. Social legislation, which intro¬ 
duced re.servation.s in educational institu¬ 
tions and government employment lor the 
scheduled castes and scheduled tnhes. 
made tor afllrniativc action. 

The consensus of the time meant that 
there wils less need for conflict resolution. 
Yet. there was a conscious attempt by the 
state to reconcile economic policies with 
the compulsions ot the political prtxess. 
to minimise the conflicts in Ihc interaction 
of economics and politics But this was 
possible only within limits. For the slate 
was .suh.stanti vely an alliance of the indu.s- 
tnal capitalist class, the landowning cla.ss 
and the educated elite. ’’ TTiere were, also, 
the people of India whose interests could 
not be .set aside altogether, or forgotten, 
in a democracy. The .solution was found 
in a politics of accommodation among the 


dominant economic and social classes, the 
rulers, on the one hand, and with the 
mu Iti tutte of people, the ruled, on the other. 
The accommodation among the rulers was 
a complex process because there were 
conflicts and tensions, patticularly between 
the rural oligarchy and the industrial 
hourgcoi.sie, which were resolved through 
mediation by the state in the form of 
mutually acceptable trade-offs in the 
economy or in the polity.** This was 
inevitably based on a .sharing of the spoils. 
The accommodation of the poor, who were 
the ru led, however, was long on words and 
short on substance. The strategy of eco¬ 
nomic development was given a statist 
orientation, cpitomi.scd in the phrases 
‘commanding heights of the economy' 
and '.sociali.slic pattern of .society'. The 
building of industrial capitalism was 
combined with the radical rhetoric of a 
political democracy as a means ol recon¬ 
ciling economics and politics. It was no 
surprise, then, that the language of politi- 
lal discourse in this phase came to be 
strongly innucnccd by ‘a virus of .social¬ 
ism without substance' across the ideo¬ 
logical .spectrum of political parties.*^ 
All the .same, it must be recognised that 
this strategy of development was 
chracterised by a long-term perspective. 
In this phase, there was a vision, however 
imperfect, about the future ot economy, 
polity and society. In the economy, the 
object was to eradicate poverty of the 
people and pul the country on the road to 
mdu-strialisation. In the polity, it was 
believed that democracy was an alterna¬ 
tive to revolutionary class struggle in 
equalising siKiety. Fur political democ¬ 
racy would, ultimately, endow the poor 
with the strength to exert strong prcs.sures 
on the ruling classes for moving towards 
economic democracy.^** It is worth noting 
that this pemeptiun reversed the sequence 
observedelscwhere, as economic develop¬ 
ment mounted pressures on the ruling 
classes for moving towards political de¬ 
mocracy. In the .society, it was hoped that 
atfiiTnativcaction would makccastc wither 
away, secularism would dispense with 
religious identities and modernisation 
would reduce the significance of linguis¬ 
tic differences. 

The reality, as <1 turned out, belied these 
expectations. Yet, at the beginning of this 
period, in the early 1950s. India was a role 
model And the optimism extended be¬ 
yond those who had a dream about India. 
For some, its mixed economy was an 
answer to the challenge posed by commu¬ 
nism in China. For others, its strategy 
ropre.scnted a non-capitalist path to 
development. For yet others, who recog¬ 


nised the pixiblenis of industrial capitaKsin, 
India was on the road to their ideal of a 
social democracy and a welfare state. It 
is another matter that, towards the end of 
this period, by the mid-1960s, there was 
a drastic change in perceptions. India 
ceased to be a role model in the outside 
world. 

IV 

Development and Democracy: 

1967-90 

The economic consequences and the 
political implications of the development 
process over the two decades {hat fol¬ 
lowed independence also surfaced at about 
the same lime inside India. 

The economic reality that unfolded did 
not conform to the expectations and the 
promises. The benefits of economic growth 
accrued mo.stly to the rich, whi Ic the process 
of development largely bypassed the poor. 
Indeed, available evidence suggests that 
there was a sharp increase in the incidence 
of poverty during the 1960s as both the 
number of the poor and the proportion ol 
the population below the povetty line 
registered a substantial ri.sc.-' This was in 
keeping with the logic of markets which 
excluded people without entitlements. 
as.sets and capabilities. And, mutters were 
brought to a head by the crisis in the 
economy in the mid-1960s. Successive 
droughts which nece.ssitated large-scale 
imports of food from the US under PL- 
480crcatcd images of a ‘basket-case'. The 
devaluation of the rupee, in June 1966, 
made a dent on autonomy in economic 
decisions as the government came under 
the influence ol foreign donors The in¬ 
dustrial sector was caught in a persistent 
recession. Savings and investment rates 
dropped. Economic planning was sus¬ 
pended for an interregnum of three years. 

The political scenario that emerged was 
characterised by two discernible changes. 
First, the ideology of nationalism had 
begun to wane. This was partly a conse¬ 
quence of the passage of time as the second 
generation came to the fore in the Con¬ 
gress Party. It was al.so related to the 
regionalisation of politics that surfaced 
because the central leadership, after Nehiu, 
was weaker. At the same time, politics in 
India witnessed the first revolts of the 
young, manifest in the naxalite movement 
and the .stirring among dalits. Second, 
there was a slow but steady erosion of the 
political consensus. The heritage of na¬ 
tionalism began to fade from memories 
and the compulsions of political demo¬ 
cracy came home to roost. It became clear 
that governments were elected by the 
people and the mandate to rule had to be 
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renewed at atectkm dtne But winnlAg 
elections depended on the votes firom the 
poor who constituted the vast maionty of 
the people TIh; general elections of 1967 
established that electoral outcomes could 
no longer be taken lor granted and that 
the Congress Party could no longer as¬ 
sume the support of the people 

The rise of the rich peasantry, some¬ 
times described as capitalist farmers, 
provides a powerful illustration of the 
economic and political changes set in 
motion by the process of development 
Semi-leudal landowners lost their eco¬ 
nomic strength and social dominance in 
the countryside This power was captured 
by a class ol tarmurs who cultivated their 
land, reinvested then surpluses in agricul 
turc and engaged wage labour It was this 
nc h peasantry whic h c aptured the benefits 
of the land reform legislation, the com¬ 
munity deselopment programme the 
pani hmtiii taj svstcin and the network of 
CO operatives As a new entrant it beg.ui 
to pl>u.e demands on the ruling political 
coalition Linsatislied by what the ruling 
elite was willing and able to do lor it this 
1 icli peasantry deserted the Congress Party 
lojoin or to create coalitions of op|xisition 
parties It was this that led to the defeat 
ol the Congress Party in almost every 
north Indian state in the general elections 
of 1967 

It must be said that 1967 represented a 
wateishcd in an evolving situation and a 
continuum of developments In retrospect 
however it is possible to discern a quali 
tative change in the interaction of eco 
nomics and politics m independent India 
which surfaced around that lime It is 
difficult to undeistand let alone analyse 
the complexities of the development pro 
cess in India over the next two decades 
or so For an understanding it is perhaps 
necessary to distinguish between two 
periods in this phase the first from 1967 
to 1980 and the second from 1980 to 1990 
Such pcnodisation IS in a sense arbitrary 
but serves an analytical purpose 

(A) Co-OFI ION AND Mr DIATION 1967 80 

The crisis in the economy and the 
political setback to the Congress Party, at 
the very begining of the first penod in this 
phase, led to rethinking in economics and 
politics There was a recognition of two 
realities For one, the rich pea,sanly had 
emerged as a new loae demanding its due 
share in benefits derived from economic 
polKies and seeking an upward mobility 
in the political process For another the 
poor, who had not seen any improvement 
in their living conditions, did exercise 
their nghl to vote in a political democracy 


Tlie system lesptmikd in accontenoe wiitt 

Its perceptions of dus reality This re¬ 
sponse can be characterised as a politics 
of co-option 

In the sphere of economics, the response 
was twofold First, there was a strong, 
new emphasis on agnculture The new 
strategy for agncultural development, 
which culminated in the green revolution, 
was motivated by the im|Mrative of in¬ 
creasing the output ol frxidgrams This 
quest for food secunty was driven in part, 
by a concern that the nation could nut 
continue Its 'ship-to-mouth' existence and, 
III part by a concern that if there was a 
shortage of food it was the poor who went 
without The end shaped the means The 
better endowed farmers and regions were 
provided extensive support to increase 
their marketable surplus of food Thiscame 
in a variety ol forms mostly as lower 
(subsidised) prices of inputs whether 
fertilisers, seeds, water power or credit, 
but also as higher prices of output through 
a system ol procurement prices for pro- 
duccis and a manipulation of the inter¬ 
sectoral terms of trade in favour ot agri¬ 
culture Economic bcnclils ot this re¬ 
gime oi subsidies explicit and implicit, 
accrued to the rich peasantry It was not 
without political purpose Second, pov¬ 
erty alleviation programmes began lile in 
independent India, albeit on a modest scale 
I he Crash Scheme for Rural Employ¬ 
ment the Drought Prone Areas Pro¬ 
gramme, the Small Farmers Development 
Agency and the Marginal Fanners and 
Agricultural Labourers Development 
Agency were among the first to be intro 
cliiced These were followed, some years 
later by the Employment Guarantee 
Scheme m Maharashtra and the Food lor 
Work Pnigramme in other stales Mosi of 
these pitigrammcs sought to create em- 
pfoyment tor the poor while a few sought 
to provide them with assets tor self-em¬ 
ployment The poor were thus piovided 
with entitlements or assets to combat their 
exclusion 

In the realm ot politics, the response had 
llirec dimensions First there was a con¬ 
scious effort to co-opt the rich peasantry 
into the ruling coalition and. wherever 
possible, the Congress Party Second, the 
disscnl and the regionalism in the Con¬ 
gress Party was met by a strategy of ‘divitte- 
and lule’, where one faction was pitted 
against another to be neutralised and then 
vanquished Thud, populist rhetoric was 
bom in an endeavour to woo the people 
The slogan of garibi hatiu?, even if it was 
mere wmds, captured the popular imagi¬ 
nation But the rehetonc went further to 
the nationalisation of banks and the abo- 
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df privy piarteti, B wu 
which gave Inrhra OancHii, who 
nated poiiucs in this penod thioiiyB 
democratic, populist and authoritariafk, 
phases of her rule, a stranglehold on ti^; 
political process ^ 

These responses led to some expected 
outcomes in the economy and some un¬ 
expected outcomes in the polity. In the 
economy, rapid growth in the agnaiititt«i 
sector ensured food secunty A surge in 
savings and investment boosted growdl. 
The balance of payments situation suiv 
mounted the oil shock Industnal powlh 
revived In the polity, the nch peasant 
returned to the ibid, the Congress Party 
won a decisive mandate in the general 
elections ot 1971, and Indira Gandhi 
consolidated her control over both the 
party and the government by reaching out 
directly to the people As it tamed out, 
the economic bliss and the politicai equi¬ 
librium did not last long Cnses in the 
economy led to agitations in the polity. 
An erosion ot the political mandate 
strengthened the opposition both inside 
and outside the Congress Party In re¬ 
sponse, Indira Gandhi sought to control 
and curb the political opposition, to es¬ 
tablish herself as an undisputed leader in 
the mode ot Caesar The majuntananisin 
soon turned into an authoritarianism But 
this was not consistent with the checks and 
balances needed in a political democracy. 
And, It was this, rather than an economic 
crisis, which led to the emergency How¬ 
ever the authoritarian regime did not last 
even two years Democracy reasserted 
itselt There were two reasons For one, 
the suppression ol disscnl >uid opposition 
was ultimately not sustainable because 
political democracy was, by then, embed¬ 
ded in the system For another the me¬ 
diation between the constituents of the 
nibng elite that sustained the coalitKHi of 
class interests required an institutional 
mechanism which had, until then, been . 
provided by political democracy Unis, it 
needs lo be said that the Janata goveni- 
ment was the beneficiary rather than the 
lausc ot the return ot democracy in India, 
In most respects, it was much like the 
Congress government before 1975 Btif, ' 
towards the end ol its regime, the second 
oil shock and an inept management of 
the economy led to unprecedented infla¬ 
tion The management ot the pohty was 
not even functional as the coalition failed 
to provide governance The people were 
hurt by inflation and tired of squabbling ; 
among political leaders ot the JanaUi 
regime And. in 1980, the electorate voted’ii 
a largely unrepentant Indira Gandhi back; 4 
to power 




-1 ISM-MUMr S IQQfl 



(B) Populism and Patronaoe: 1980-90 

The next period i n (his phase, the 1980s, 
was in a sense more of the same but not 
quite. The compulsions of political de¬ 
mocracy exercised an even stronger influ¬ 
ence on economic policies and economic 
development. It turned out to be the age of 
populism in both economics and politics. 

In the sphere ot economics, this led to 
some important changes in policies. I’irst, 
there was a proliferation of sub.sidies. 
Some, such us the subsidies on food, 
fertilisers andexporT.s, were explicit. These 
meant expenditure disbursed.^® Others 
were implicit in under-priced services ot 
public utilities such as irrigation, elec¬ 
tricity and road traasport, or in underpriced 
gmxls pnxluccd in public .sector such a.s 
steel and coal. These meant revenue fore¬ 
gone. Them wa.s something for every¬ 
body.^** The rich iieasantry. of course, 
continued to benefit fn>m implicit and 
explicit subsidies. But the indu.strial capi¬ 
talist class was not tar behind. The public 
sector provided them with cheap inputs 
and carried the losses. The nationalised 
hanks extended loans which turned into 
non-performing a.ssets And, in cffect.yoow 
waivers for big lirms. the industrial sector, 
quietly came into existence much before 
they were announced for small farmers in 
the agricultural szclor. Loan metas, which 
began lite then, were just a more explicit 
example ot such directed lending as pa¬ 
tronage. The government took over sick 
firms from the private sector which 
privatised the benefits and socialised the 
costs. Second, beyond these subsidies, 
there was a rapid increase in public con¬ 
sumption expenditure, which provided a 
.sharpcontrast with thecxpansion in public 
investment expenditure during the lirst 
phase. Some of it supported an increase 
in social consumption and. thus, contri¬ 
buted to an inclusion of (he poor. How¬ 
ever. a lot of such public expenditure, 
particularly (hat on salaries of those 
employed in the government and in the 
public sector, supported incrca.ses in pn- 
vate consumption. All of it contributed to 
an increase in aggregate demand and. to 
the extent (hat supply constraints were not 
dominant, an increase in output. Third, 
there was a massive expansion in poveny 
alleviation programmes. The National 
Rural Employment Programme and (he 
Rural I.andless Employment Guarantee 
Programme were launched in 1980. The 
object was to create employment and 
provide incomes to the poor These 
programmes were extended, modified or 
renamed in subsequent years but remaii^ 
the same insub.stance. The IntegratedRural 


Development Pro-gramme, on the other 
hand, attempted to provide assets or train¬ 
ing to the poor as a sustainable source of 
income through self-employment. This 
was a systematic attempt at creating a 
safety net for the poor, who experienced 
exclusion, by providing them with entitle¬ 
ments, assets or capabilities. It needs to 
be .said that this effort at the inclusion of 
(he poor was far more extensive and 
substantive than it had been in the 1970s. 
Yet. it must be recognised that economic 
development did not create .social oppor¬ 
tunities for people at large. There were 
transfer payments to sustain minimum 
levels of consumption. But the provi.sion 
oi basic education, health care and social 
security was simply inadequate.^' 

In the realm of politics, there were two 
discernible changes. For one, electoral 
compulsions, which required the support 
ot the people through their votfs, un¬ 
leashed a competitive politics of popu¬ 
lism. Political parties and political leaders 
across-the-bi>ard sought to woo the people 
with sops. In this quest, no group with a 
political voice was left unsolicited or 
untouched. And there was not much dif¬ 
ference between the centre, where one 
party ruled for most of the time, and (he 
states, where different parties niled at 
different times. The number of promises 
made multiplied but the number of prom¬ 
ises kept dwindled. For another, a state 
that was increasingly unable to mediate 
between conflicting interests and compet¬ 
ing demands resorted more and more to 
a politics ot patronage. This patronage, 
winch came to be extended in a bewilder¬ 
ing vai lety of ways, was a means of .sharing 
the spinls among the constituents of the 
ruling elite. 

These changes led to .some visible, as 
al.so .some invi.sible, economic and politi¬ 
cal consequences. The rate of growth of 
(he economy dunng the 1980s was un¬ 
precedented. In real tenns, national in¬ 
come tncrca.sed at a rate of more than 5 
per cent per annum and per capita income 
increased at a rate of more than 3 per cent 
per annum. At the same time, there was 
a substantial reduction in the incidence of 
poverty. The proportion of the population 
living below the poverty line dropped 
tmm 51.3 per cent in 1977-78 to 38.9 per 
cent in 1987-88. And. even with the rapid 
growth in population, the number of the 
poor declined a little from 329 million in 
1977-78 to .307 million in 1987 - 88.^2 
economics, this was attributable to rapid 
growth, moderate inflation and the spr^ 
of anti-poverty programmes. In politics, 
this was attributable to the compulsions 
of democracy for, after a time, elections 


could no longer be won by slogans akme. 
But there was also the oflier side of the 
coin. The seeds of the fiscal crisis and the 
debt crisis woe also sown duiinR this 
period.-'^ There were no obviohs divi¬ 
dends in politics, except (hat this period 
represented a conceited attempt at recon¬ 
ciling the distribution of gains from eco¬ 
nomic growth with the context of political 
democracy. There was, however, a visible 
consequence in the political process.^^ 
The arena of conflict shifted from the rich 
versus the poor to the centre versus the 
states. Dissent in democracy took the form 
of regional movements which tiifned to 
militancy and terrorism in Punjab. Assam 
and Kashmir. There was also an invisible 
political comsequcnce in the consolidation 
of the subaltern classes who recognised 
that their political identity made their right 
to vote that much more potent. 

(C) Tut: Soi UttON AS A PROBLEM 

In retrospect, it is clear that in the .second 
phase as a whole, from 1967 to 1990. 
conflicts of interests were that much sharper 
and the need (or resolution that much 
greater. This was attributable partly to the 
eroding consensus and partly to the de¬ 
velopment process. It was also inevitable 
given the essential tension between the 
economics of markets and the politics of 
democracy. The exclusion of the poor by 
market had to be reconciled with the 
inclusion of the poor by democracy. Thetip 
was. indeed, a conscious attempt by the 
state to reconcile the proce.s.s of economic 
development with the compulsions ol the 
political democracy. That the mediation 
did not lead to a resolution is another 
matter. 

During the first period ot this phase, 
from 1967 to 1980, the intervention was 
purposive. There was an attempt to build 
new coalitions in terms ol economic in¬ 
terests and sustain them through a consoli¬ 
dation of political power. This process 
was laced with a do.se of electoral popu¬ 
lism. But the economics remained within 
limits of prudence. The macro-manage¬ 
ment of the economy by the government 
was conservative. Inflation remained 
within limits of economic and political 
tolerance. The balance of payments situ¬ 
ation was not allowed to get out of hand. 

It is not as if there were no hiccups. There 
were. But the system had the ability to 
cope with shocks, whether the oil price 
increases in the economy or the Emer¬ 
gency in the polity. In otlier words, the 
economy and the polity both had a resil¬ 
ience. 

The solutions, however, became a part 
of the problem. The managemern of the 
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found consequences with kmg-tetm im¬ 
plications. First, even though the govern¬ 
ment became stronger, the centralisation 
of authority and power at the apex weak¬ 
ened the institutional base of the pyramid, 
so that the ability of the government to 
mediate between conflicting interests was 
much reduced.-^^ Second, the same culture 
.spread rapidly to institutions and struc¬ 
tures in the political process so that there 
was no room tor dissent or debate within 
political parties In this situation, the choice 
was to stay but accept authority without 
question or to leave the mainstream and 
strike out on your own. Hiird, the politics 
of co-option meant inclusion tor some but. 
at the same time, exclusion forothers. This 
did lead to a Ivrannv of majorities which 
IS always a pu.ssihle danger in a demui- 
racy It needs to be said that each of these 
changes in the political pnicess was to 
have a lasting impact 

There was, also, an interaction between 
economics and politics which, slowly but 
surely, transtormed the soluliun into a 
problem It surfaced at the beginning ot 
the first period in this phase, gathered 
momentum through the I97()s, and w<is 
established practice by the end ot the 
second peni^ in this pha.se. It was also 
to have a lasting impact, as the role ot 
money extended beyond the economics of 
markets to exercise a piotound influence 
on the politics ot democracy. To begin 
with, votes were purchased at election 
time, not everywhere but in close contests 
or important constituencies The practice 
spread. Those with money progressively 
acquiicd an adv<uuage. over those without 
money, in the battle of the ballot. This 
created bamers to entry in politics, which 
are, by now, lormidable. The process did 
not quite slop there. It was .soon realised 
that, alter elections, even legislators could 
be bought and sold II the pnee was right, 
a legislator conveniently forgot the man¬ 
date on which he was elected and crossed 
over to support a programme, a party or 
a government, in direct conflict with the 
interests ot those who elected him in the 
first place. It did not take very long for 
such practices to spread from legislaKirs 
to parliamentarians. 

The consequences are no surprise and 
are observable in the reality of contem¬ 
porary India. Election season is about 
mobiUsing gigantic vote banks. This is 
often based on money power. There are, 
of course, vote banks mobilised on the 
basis ot caste, religion or ^hnicity, but 
these can also be swayed in this or that 
direction, at critical moments, by the lure 
ot money. Similarly, the scenario after 
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i.s predictable as ‘money-bags' descend 
upcm sute capitals, or even the natimial 
capital, to make or unmake coalition 
governments. It needs to be said diitt these 
auributes now almost characterise the 
political .system in India. And. it should 
be clear that once profit maximisation 
becomes an important motive for political 
acts or deeds, the conflict between the 
economics of markets and the politics of 
democracy is neither reconcile nor re¬ 
solved. It IS side-stepped or circumvented. 

Dunng the second penod ot this phase, 
I rom 1980to 1990, the politics of co-option 
relied almost entirely on a politics of 
patronage. It was neither .supported nor 
supplemented by an effective political 
mediation The co-option during the first 
period ot this phase, from 1967 to 1980, 
wa.s ba.sed on an understanding, even if 
impcrtect, of the interaction between 
economics and politics It had a clear 
objective. The drift to an overwhelming 
reliance on patronage in the 1980s, how¬ 
ever, simply represented a path of least 
resistance and a strategy of survival in 
state power. It was a means of buying time. 
I'his populist politics and cynical eco¬ 
nomics, taken together, translated into soft 
options, which had the most serious con¬ 
sequences for the economy. It was pos¬ 
sible tor (he government and the country 
to live beyond its means, on boirowed 
money, lor some lime, but it was not 
possible to postpone the day ot reckoning 
lor ever. The inevitable crunch did come 
at the end ot this phase. 

V 

Liberalisation and Empowerment: 

1991-97 

The external debt crisis, which surfaced 
in early 1991, brought India clo.se to default 
111 meeting its international payments 
obligations. The balwce of payments 
situation was almost unmanageable. The 
fear of an acceleration in the rate of in- 
llation loomed large. The underlying fis¬ 
cal crisis was acute. This juxtaposition 
was neither an accident nor a coincidence. 
It was aconscquence of the cavalier macro- 
management of the economy during the 
1980s. The balance of payments crisis was 
man-made and policy-induced. Export 
peifoi mance remained modest, remittances 
f^Fom migrants tapered off and import 
substitution in the petroleum sector slowed 
down. The liberalisation in the regime of 
trade policies and industrial policies cre¬ 
ated incentives for import-intensive 
industrialisation. There was also a surge 
in defence imports. This was sustained by 
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was attributable to tnadequ^ resomiii^ 
mobilisation and a profligate increase bll 
public expenditure. Direct taxes wettr' 
piogrcssivetyreducedsriulcimiirecttaxes,' 
which atready contributed bulk of tax 
revenue.s. could not be nu.sed any further' 
because .such a step could he inflatkHtary 
or regressive or both. At the same time, 
transfer payments on subsidies and govern*' 
ment consumption expenditure prolifer- 
ated, driven in part by the competitive'- 
politics of populism and in part by the, 
cynical economics of soli options. Such ' 
a fiscal regime, which borrowed to siqt* 
port expenditure that did not yield any 
returns to the exchequer, was simply not ' 
sustainable tor iong.^ 

In response to the crisis situation, the 
government set in motion a process of 
macro-economic .rtabilisation combined 
with fiscal adjustment and structural re¬ 
form. This strategy was nothing new. Ip 
conlormity with orthodoxy of the IMFand - 
the World Bank, it replicated broadly the . 
ie.sponse of several developing countries , 
in Latin America and sub-Saharan Africa . 
to the debt crisis in the 1980s. But it 
constituted a fundamental departure frcmi 
the past in independent India.First, 
economic growth combined with economic 
ctficiency became the objective function. ' 
The object of bnnging about a reduction ' 
in poverty and inequality was not set aside ' 
but such concerns about equity were.: 
subsumed m the pursuit ot growth on the \ 
premise that it is both necessary and 
sufficient for an improvement in the living 
conditions of the people. Second, there 
was a conscious decision to substantively 
reduce the role of the state in the process ^ 
of economic development and rely far 
more on the market Public investment, 
seen as a catalyst if not a leader until then, ' 
It was argued, pre-empts scarce resources ‘ 
at the expense ot private investment and 
leads to inefficient resource utilisation.^ 
which constitutes a drain on the exche- 'J 
quer. Third, the degree of openness of thd 4 
economy was increased signiricantly and,'I 
at a rapid pace. The object was not sim|dy | 
to enforce a cost-discipline on the sup^ 
sidethrou£hinteniationaicotnpetition,bitt « 
also to narrow the difference between 
domestic and world prices. Foreign capi- . 
tal and fmeign technology were assigned ' 
a lead role in the process. Eveiy aspect ; 
of this quest for integration with the world 
economyprovidedastrikingcontrastwiih 
the development consensus four decattea 
earliu'. In .sum, India moved from a quetd'r 
for state-led capitalism to a world Of^^ 
market-driven capitalism. 
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It is clear that economic liberafisatton 
in India began on a dramatic note with 
sudden and fundamental changes in the 
strategy of development. In the context of 
a democracy, it is essential m understand 
the political foundations of such economic 
change. There are two obvious questions 
which arise.^** First, why did a relatively 
minor crisis in the economy evoke this 
response while decades of persistent 
poverty had ut little impact? Second, how 
were such far-rcachiiig changes introduced 
by what was then a minority govemraent 
while predecessor govcrnmenls with 
overwhelming majorities were unable to 
do so? These complex political questions 
•seem to have a relatively .simple economic 
answer. The change was dictated by the 
immediate economic compulsions of cri¬ 
sis management. The external debt ensis 
which erupted in 1‘Wl meant that the fear 
of default hung as the sword oi Damocles 
There was a sudden realisation that govern¬ 
ments can and do become insolvent even 
if countries do not go bankrupt. The 
problem was accentuated by a change in 
the international context at about the .same 
time. The collapse of communism meant 
that competing ideologies gave way to a 
dominant ideology, while the collapse ot 
the erstwhile l^SSR removed the counter¬ 
vailing force, an important pmp for India 
in the past, from the international system. 
It IS not as if there were no other under¬ 
lying factors. Theemciging concerns about 
efficiency and productivity - even it mn 
about poverty and inequality - had led to 
a debate and some rethinking in India about 
development strategy through the I98()s. 
This hiid permeated vaguely through the 
political system inasmuch as the mani¬ 
festo of every political party tor the 1991 
elections, across the ideological spccirum. 
talked abtrut the need for restructuring the 
economy. In sum, it was a combination 
ot the reality in the national context and 
the conjuncture in the international con¬ 
text which provided the impetas fur sud¬ 
den change. But there can be no doubt that 
the response was driven even dictated by 
the crisis. It was not planned. 

It would seem that 1991 wa.s a water¬ 
shed much more for the economy than for 
the polity. The economic liberalisation 
introduced as a big bang was crisis-driven 
and not .strategy-based. Yet, it was super¬ 
imposed on a piocess of economic devel¬ 
opment and political democracy that had 
evolved in independent India over a pe¬ 
riod .spanning four decades. It was, there¬ 
fore. bound to influence the interaction of 
economics and politics. 

Given the complexity of India's eco¬ 
nomic development experience, it would 


be idle to pretend that everything it did 
was right but it would be naive to suggest 
that everything it did was wrong. A dis¬ 
cussion of this issue would mean too much 
of a dtgreiision. Suffice it to say that there 
were both successes and failures.In a 
long-term perspective, the mo.st important 
success was the significant .step-up in 
savings, investment and growth, which 
provided a sharp cuntra.st with the near¬ 
stagnation in the colonial era, particularly 
during the first half of the 2()th century. 
This was combined with the development 
ot a diversified indu.stnal sector, although 
Ihe declining productivity of inve.stment 
and the lack of international competitive¬ 
ness emerged as problems that required 
a reformulation of policies and a rcstruc- 
lunng of the economy. There was also a 
sustained expansion in the agricultural 
output which ensured food security, even 
it It did not lead to a significant reduction 
III absolute poverty. But there is the other 
side ot the balance sheet. The most im¬ 
portant failure, situated in a long-term 
perspective, was that this process of de¬ 
velopment did not improve the living 
conditions, or the quality of life, for the 
common people. Persistent poverty and 
absolute deprivation remained Ihe reality 
lor a large proportion of the population.^ 
So much so that, after more than 40 years 
of freedom from colonial rule. India was 
unable to meet the basic needs of more 
than 300 million people who lived in 
poverty. And ihe poor do not even have 
enough tood and clothing, let alone shel¬ 
ter. health care and education, ft needs to 
he said that, despite the significant reduc¬ 
tion III the incidence of poverty during the 
1980,s. the number of the poor circa 1990 
was larger than the total population of 
India at the time of independence. In 
retrospect, it is clear that the objectives of 
eradicating poverty of the people and 
placing the country on the path of sus- 
l<uned industrialisation were not quite 
realised. Fxonomic liberali.sation. how¬ 
ever. is no panacea It is limited in both 
conception and design.'** At one level, it 
Is concerned with the economic problems 
of the government such as the balance of 
payments situation, Ihe rate of inflation 
and the fiscal cri.sis. At another level, it is 
concerned with the efficiency of industriali¬ 
sation. But it is not concerned with the 
economic priorities of the people such as 
employment and poverty, agriculture and 
the rural sector or physical and social 
infrastructure. Long term development 
objectives, such as education and human 
rcviurcc development or the acquisition 
of technological and managerial capabili¬ 
ties. are simply neglected. What is more. 


the reform piocess stresses the need to 
eliminate weaknesses or what went wrong 
but neglects the possibilities of building 
on strengths or what turned out right.^ 
This, too, is a serious shortcoming. 

llie story of the evolution of political 
democracy in India, spanning the first four 
decades of the republic, is as complex but 
somewhat more positive. The real achieve¬ 
ment is that democracy has taken roots at 
the level of the people. Tteie i,s a political 
consciousness among voters who judge 
political parties and their performance. It 
is also possible to di.scem an increasing, 
almost silent, participation in the ^litical 
proce.ss. combined with an emerging 
mobilisation on some issues. In this re¬ 
spect. the expeclatiims of the founding 
fathers of the republic have been more 
than realised. For one, there is an absolute 
institutionalisation of adult franchise which 
is irreversible. For another, democracy 
which was provided largely from above 
is now being claimed increasingly from 
below by the people. Taken together, these 
two attributes reflect an increasing em¬ 
powerment of the people in the political 
process. In other respects, however, the 
expected did nut happen. Polity did not 
tran.sform society. Caste did not wither 
away. In fact, reservations ultimately led 
to a politicisation ot caste. Secularism did 
not dispense with religious identities. If 
anything, religion became an increasingly 
important factor in politics. The signifi¬ 
cance of linguistic or cultural differences 
did not diminish. It persisted as ethnic 
identities and regional movements became 
an important form of dissent in politics. 
If the main vocabulary of politics turned 
out to be caste and religion, or other forms 
of s(Kial identity, rather than class, demo¬ 
cracy did, in a .sense, bring politics to the 
people. The irony is that, although demo¬ 
cracy .struck roots among the people, it 
was not so embedded in politick parties. 
Indeed, intra-party democracy diminished 
slowly but surely with the passage of time. 
Thus, dissent did not lead to debates or 
factions within parties. It led to splinters. 
In this world, politics in political parties 
became more and more personalised so 
that ideology was less and less a point of 
reference, llic economic liberalisation 
which was introduced in 1991 and gath¬ 
ered momentum thereafter, was simply not 
related to the institutional framework of 
political democracy. It was, therefore, 
neither shaped by political processes nor 
rooted in social formations, which could 
have provided constituencies in polity and 
society. 

it is always difficult to analyse the present 
without the benefit of distance in time. It 



IS, however, plausible to suggest that the 
1990s have witnessed an accmtuation of 
coitflict both in economic interests and in 
political interests. The former is implicit 
while the latter is explicit. This is bound 
to make the interaction of economics and 
politics even more complex. 

The retreat of the slate, which is almost 
acorollary of economic liberalisation, hurts 
the poor in a material sense. And India is 
no different. The soft options in ftscal 
adjustment lead to cuts in public expen¬ 
diture in social sectors, as the resources 
allocated for poverty alleviation, health 
care, education and welfare programmes 
decrease, or do not increase a.s much as 
they should, in real terms, so that there 
is a squeeze on social consumption. Cuts 
in sub-sidies are olten at the expease ol the 
poor. So are many of the increases in user 
charges for public utilities. The story does 
not end there as the stale withdraws trom 
investment in inirastructure. It is the poor 
who go without. But that is not all. Markets 
and globalisation have logic ot their own, 
which leads to inclusion for some and 
exclusion lor others or aflluencc lor sonic 
and poverty for others. There arc some 
winners. There are many losers. It is 
perhaps necessary to identity, in broad 
categories, the winners and the losers If 
we think ot people, asset-owners, profit- 
earners, rentiers, the educated, the mobile 
and tho.se with professional, managerial 
or technical skills are the winners, whereas 
a.sscl-le.ss, wage-earners, debtors, the 
uneducated, the immobile and the semi¬ 
skilled or the unskilled are the lo.sers. 
Globalhsation has introduced a new di¬ 
mension to the cxclu.sion ol people from 
consumption possibilities. Exclusion is 
no longer simply about the inability to 
satisfy the most ba.stc human needs in 
terms of foixl, clothing and shelter for 
large numbers of people. It is much more 
complicated. For, the consumption pat¬ 
terns and the htestyles of the nch asso¬ 
ciated with globalisation have powerful 
demoastration effects. People everywhere, • 
even the poor and the excluded, are ex¬ 
posed to the.se consumption possibility 
frontiers because the electronic media has 
spread the consumerist message far and 
wide. This creates expectations and aspi¬ 
rations. But the simple fact of life is that 
those who do not have incomes cannot 
buy goods and services in the market. 
Thus, when the paradise of consumerism 
IS unrealisidile or unattainable, which is 
the case for the common people, it only 
creates frustration or alienation. 

This process is juxtaposed with a poli¬ 
tics of segmentation arising out of con¬ 
flicts in the political process. For one. 


religion has become a factor in 
political mobilisation, reflected piimarly 
in the rise of the Bharatiya Janata Party. 
For another, caste identities are now cru¬ 
cial in political parties and the electoral 
process, reflected not only in dalit 
mobilisation by the Bahujan Sam^ Party 
but also in the co-option of backward 
castes into most political parties some¬ 
times referred to as the ‘Mandaii.sation' of 
politics. At the same time, the decline of 
national political parties is leading to a 
rcgionalisation of politics, reflected in the 
fact that regional parties now rule a large 
proportion of the states in India. This 
politics of segmentation means that there 
IS no dominant political party and no stable 
coalition. The reality is constantly .shifting 
coalitions or unstable governments. Yet. 
there is a functional stability in political 
democracy becau.se each of these seg¬ 
ments has a slake in the system and aspires 
to a share in state power. It is not about 
empowerment alone There are the mate¬ 
rial .spoils of otfice, with or without cor¬ 
ruption. 

These tensions are compounded by 
conflicts between the sphere of economics 
and the realm of politics. The people who 
are excluded by the economics of markets 
are included by the politics of democracy. 
Hence, inclusion and exclusion are asym¬ 
metrical in politics and economics. The 
drsiribution of capabilities is also uneven 
111 the economic and political spheres. The 
rich dominate the economy now more 
than earlier, but the poor have a strong 
voice in the polity now more than earlier. 
And there is a mismatch. 

It is, then, plausible to sugge.st that this - 
third phase in independent India is 
characterised by an intensification ol 
conflict in the economy, in the polity and 
111 the interaction between economy and 
polity Uierc can be little doubt that the 
need for conflict resolution is much 
greater than ever before. But the task has 
become more difficult. And the effort is 
much less. 

It IS more difficult to mediate in the 
conflicts between economic development 
and polillical democracy for two rca.sons. 
First, there is no consensus. In the sphere 
of economics, the old consensus has bro¬ 
ken down while a new consensus has not 
emerged. The oft-stated view that there is 
a political consensus on economic reforms 
in India is not quite correct becau.se such 
a consensus exists only among the rich, 
the literati and the influential. It extends 
to most political leaders, whose discourse 
on the economy has come to be strongly 
influenced by a ‘virus of liberalisation 
without undmtanding’ although not to 
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the fUnk ami flk of moat pulitkal pantea,. 
But it does not have an acceptance at the"' 
level of Uie people, most (rf whan aiepoof' 
or silent and dius unheand. In the 
of politics, too. the old consensus Iras 
turned into a new dissensus, as divisive 
issues such as caste, religion, language 
raid regionalism have multiplied. Second, 
a short-termism has replaced tlra long¬ 
term perspective of yesteryears. In t^ 
sphere of economics, the preoccupi^oo 
with stabilisation in the short term and 
adjustment or reform in the medium tetm, 
which is natural for the IMF and the World 
Bank respectively, leads to confusion 
between tactics and strategies or means 
and ends in the minds of governments. In 
the realm of politics, where governments 
are no longer sure about their tenure, a 
visible myopia has crept in. In this milieu, 
political patties and political leaders can 
think only about the next month or the 
next year or, at most, the next election. 
Uic next quinquennium or the next decade 
are simply irrelevant. Such .short-termism 
leads to a neglect of long-term develop¬ 
ment objectives. There are two rea.sons for 
this. First, such objectives cannot be 
defined in terms of performance criteria 
in the sphere of economics laid down by 
the multilateral financial institutions. 
Second, such objectives do not bring 
tangible gains in the realm of politics 
which can be exploited by governments 
within one term as they seek to renew their 
mandate in the next election. This short- 
termism may also lead to ‘hysteresis* -the 
effects of short-term policies or actions 
which persist over time to influence out¬ 
comes in the long term - in both the 
economy and the polity.^-' TTie past influ¬ 
ences the present, just as the present shapes 
the future, if economic policies or political 
actions have consequences which are ir¬ 
reversible after a time lag. 

The elfort to mediate in conflicts be¬ 
tween economic development and politi¬ 
cal democracy is also much less. Curi¬ 
ously enough, the willingness and the 
ability ol the state to mediate is not quite 
there. Its willingness to mediate is damp¬ 
ened by the use of money power to in¬ 
fluence or to use the state apparatus for 
particular purposes. In most democracies, 
governments can be sectarian in their 
actions as they seek to protect or promote 
the interests of classes, or groups, whom 
they represent. The apparatus (rf govern¬ 
ments is often used deliberately to pro¬ 
mote the interests of the ruling elite. This 
does not surprise anyone. In India, how- ,, 
ever, the governmental system is increas- 
ingly being used to further, sometimes .i 
crudely and openly, the inlere.sts of pow- 





erful iiHlividutib through corruption and 
nepotism In this milieu, people with money 
lobby hard and exercise influence in pursuit 
ot their interests ** But people without 
money do not have the voice or the re¬ 
sources to support their cause Thus, the 
desire ot the state to mediate surfaces only 
in election season Its ability to mediate 
IS constrained by the spread of markets 
and the maich of globalisation This pro 
cess IS not only cnxling the autonomy ol 
the nation state in the international con 
text, but IS also ctcating a situation v, here 
the political process is losing contiol over 
the economy in the national context The 
credibility ot the state as an institution has 
eroded and the government, it appears, is 
abdicating it' role in reconciling economic 
and political democracy 
In sum the economics ot liberalisation 
and the politics ol empowerment repre 
sent an unstable il not volatile mix 
Ultimalely empowerment is a more po 
tent loac than liberalisation At present 
however it would seem that these forces 
are moving the economy and the polity 
foi the Inst time in independent India m 
opposite directions, w ithout any conceited 
attempt at a reconciliation ora mediation 
Tins IS fraught with nsk And if the slate 
cannot perform this role the mediation 
would have to come through cili/cns and 
civil siKietv 

Notes 

(An ctflicr virsion uf this p.ipcr u,is prcscnltd 
ul d contcit iicc on Ndtiondlisni ncniiM.r.u.y and 
Devclopincnl at the University ot Bologna Ironi 
Nosemhti 27 2') 1W7 This text w.is the basis 
of iiiy lecture in the Cioldcn Jubikc Senes it iIk 
N aliona) Council ol Applied Eeonomie Kesenah 
New IXIhi on September II IWR A revised 
version is to he published m the Bologni 
eonfeicnee volume ami by (he National Council 
of Applied bconoinic Research 
I am indebted to Amit Blvidun Arvind Dis 
Salish Jam and Snraiig Shukla for helpful 
discussion on some of the idea-s developed hen. 

I would ,ilso like to thank Partha Chaltcriec 
Ashiik Mitra and Achin Vanaik for valuable 
comments on a preliminary draft and Arjun 
Sengupta foi helpful comments on the lecture 
text I am particularly grateful to Rayni Kothan 
fur sc trehing questions and constructive 
suggestions following the lecture which have 
persuadi d me to think fuither atwut the subject | 

1 The pnneiple that the will of the inajoniy 
should always pa vail in a demoeraey has 
been a mam i ol debate for a lung tune John 
Stuart Mill lor example argued that the 
government of the whole by a mere majonty 
of the people the pniRiple of maioniy rule 
IS undcmoeralic lilts wax then developed 
into an argument for proportional represent 
ation {Mill ISS9 and 1861] 

2 The argument ts that even when a minonty 
group IS treated with hostility by the maionty 


(say d group of people with extremist poliubol 
views who wish to produce a newspaper), the 
market system offers the minonty stgiufleaitt 
protection (say buying newsprint and 
employing journalists) Fncdman (1%2) 
provides a bivlorical example when he 
suggests that Jewish people were able to 
survive the hostile environment in medieval 
Lurope largely beeause they were engaged 
in eoinmercc and trade And the economic 
(sc 10 interest of the population prevailed over 
religious discnmination 

t I owe this tonnulalion to my colleague Salish 
Jain 

4 Tor a discussion ot Ibis problem in the Indian 
context scT BhaduriandNayyar(l9%) For 
a discussion ot the complex relationship 
between democracy uid developineni with 
aferrnce to theory and reality see Bagchi 
(IWS) 

5 I his icnn was first used by Sen (1981) in his 
work on poverty and (amines 

6 In this paper I use the word ttipttbihnu to 
characterise Ihe mix of natuial talents skills 
icquiad through training learning from 
c xpe lienee and abilities ui expertise based on 
educiliun embodied in a person that enable 
him or her to use these (capabilities as a 
producer or a worker) tor which there is not 
only I pnee but also a demand in the market 
II follows that even persons with capabilities 
may be excluded from employment if there 
IS no deinand lor their capabilities in the 
(labour) market It is essential to note that the 
same word lapaMinet has been used in a 
scry differeni sense hy Amoitva Sen who 
argues that the well being of a peison depends 
on what the person succeeds in doing with 
ihc commodities (ind their characteristics) at 
his commtnd forex impte IcmmI can provide 
nuinlion to a healthy person hul not to a 
person with a porasitie disease or a bicycle 
can provide transportation to an able budird 
person but not to a disabled peison Ihus lor 
Sen (l9gS) lapabtUm^ chaiaetcrise the 
eombiniiioii of functionings i person can 
achieve given his personal features 
(uin version of charaelensties into tunetioning) 
ind his Lommand over commodities 
leniitleiiients) 

7 The term t uIumoii has become a p4Ut of tlie 
lexicon ot economists recently although it 
has been in the jirgon of sociology and the 
\ ncabulary of politics in Europe tor somewhat 
longer The European Commission tor 
example uses the phrase (miu/ exiluuon to 
desenbe a situation as also to foeus on a 
process which excludes individuals or groups 
from livehtKKxls and rights thus depriving 
them of sources of well being that have been 
assumed if not taken tor granted in 
indusinahsed counines The essential point 
ts that eeononue straliftcalion is inevitable in 
market economies and societies which 
systeinaiically integrate some and marginalise 
others to distribute Ihc benefits of economic 
growth in ways which include some and 
exclude others For an extensive discussion 
on social exclusion ranging from eoneeptual 
issues through country studies to policy issues, 
see Rodgers Gore and Figueiiedo (199^) 

8 This argument is developed by Kaviraj (199*1) 
See also Bagehi (I99S) 

9 Cf Kaviraj (199^) For a perceptive analysis 
of the ideological forms and substance of 


Indun natwmiiism, see QMteqce (1993) 

10 The phrase ‘India Invented’ is, in fact, te 
title as also an important theme in, a book 
by Das (1994) 

11 1111$ view IS omtoiated by Kaviraj (I99S) as 
also Khiliiani (1997) 

12 For a discussion on how such structural 
constraints shaped the strategy of develop¬ 
ment, see Chakravarty (1987) See also, 
Betteiheim (1968) 

n CfNayyar(l978) Seealso Gough and Sharma 
(1971) 

14 See Betteiheim (1968) and Kothan (1970) 

15 Frankel (1978) 

16 The ongins Ihe nature and the consequences 

of land reforms in India are discussed at some 
length by Joshi (1975) » 

17 See Baidhan (1984) and Rudolph (1987) 
The complex but mutually pi ofiUible alliances 
of interest combined with an interlocking 
system of patronage which ehoraetensed the 
interaction of politics and economics in India 
was noted much earlier by Kothan (1970) 

18 Mitm (1977) put forward a peiceptivc ,ind 
clear hypothesis The exercise of political 
authonty and slate power in India represented 
an arrangement between Ihe lural oligaahy 
on the one hand and the induslnal bourgeoisie 
on the other While the bourgcotsieeontrolled 
Ihc industrial sector and dominated the 
working t loss they ailso needed the rural 
oliganhy which could deliver the votes front 
the countryside and help maintain them in 
power This alliiincc of convenience survived 
on the basis of mutual trade offs for even 
though pohlital interests often coincided 
economic contradictions abounded 

19 See Bagchi (1995 XXXV) Kivird|(l995 104) 
suggests that at the tmic (lolilical langu>ige 
did not provide any identiticalion of social 
interests thereby ercaiing a socialist night 
in which all parties were black 

20 Crriankel(l978) Foradiscussiononpolitics 
in India during this phase, see Kothan (1970) 
and Moms Jones (1971) 

21 There is an extensive literature and an intensive 
debate on estimates ol poverty in India Much 
ol It however, suggests a sul^tantial increase 
in the incidence of poverty dunng the l%0s 
Nayyar (1991), for example estimates that 
in rural India the proportion of the population 
living below the poverty line (bos^ on a 
norm ol 22(X) calories per day) increased 
from 14 per cent in 1960-61 to 57 per cent 
in 1970 71 The trend was not sigmlicantly 
different for urban India 

22 See Kaviraj (1995) and Vanaik (1990) The 
political consequence was a sharp erosion in 
Ihe cohesion of the Congress Party as dissent 
and discord led to its split in 1969 It was 
however the decline of the Congress Party 
that explained the nse ot Indira Gandhi and 
not the other way around (Vanaik 1990] 

21 There is a itch literature on the economic 
origins and the political consequences of the 
nse ot the rich peasantry See, for example, 
Mi(ni(l9?7), Brass (1980) Byres (1988) and 
Vanaik (1990) 

24 This orgumem is developed at some length, 
by Mttra (1977), who argues that the steady 
increase m the relative pnees of food and raw 
materials sold by the surplus fanners was a 
pnncipal mamfestation of the trade-off 
pnneiple (refemd to above) Sec also Frankel 
(1971) 
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25 Bir & (hMustioo 011^ Md 

povuty alteviatum {)tb«nu«nes< we Nayyor 
(IWl) 

26 Cf Kaviroj (i Por a perceptive analysis 
of tins phase of politics in India, see also 
Vanaik (1990) and Bta-ss (1992) 

27 The (actors underlying the imposition and the 
collapse o( the Emergency are examined, 
among others, hy Chotter/ee (I997.S8-66) 
.See also. Vanatk (1990) and Kaviraj (I99S) 

28 The explicit subsidies provided by the central 
government alone increased from R T per ccni 
of Its total expenditure and the equivalent o( 
I 4 per cent ot OOP in 1980-81 to 11 4 pei 
cent ot Its total expenditure and the equivalent 
of 2 4 per cent of GDP in 1989-90 (£< ommiit 
aiut Funi tninal Clat^ifii atiim of the Central 
Gtnrinment Budnei, annual issues) The 
Corresponding proportions would he much 
largei if we could add the implicit subsidies 
and include the state govcramenis 

29 The situation in ihc early 1980s which wa.s 
|ust the beginning ot this phase, is desenbed 
by BanUian(l984 7fl)asfoltows a patron 
client regime tostered hy a dabby and het 
erogeneous dominant coalition preoccupied 
in a spiee ot amuchiud grabbing of public 
resources ’ 

to 1 he total cxpendiluie ot the central govern 
nKiit increased from I6 per cent of GDP in 
I980-XI to 20 pel cent of GDP m l9gT-86 
and stayed above that level through the second 
half ol Ihc I980s Much of this was attn 
butable to the increase m consumption ex 
pendiiure and transfer paymrnts as the shan- 
ot grovs c.qMtal tnrinalion in total expenditure 
dropped Iroin more than 40 per cent in 
|98() 8I to about IT per cent in 1989 90 Sec 
Nayyar (1996) 

tl This IS the theme ot an excellent book hv 
Drexe and Sen (I98S) For a detailed discus 
Sion of the poverty alleviation programmes 
dunng the i98(K. see Planning Commission 
(l9gS49 6)) .md Planning Commission 
(1992 27 TS) For an evaluation see also 
Nayyar (1991) 

12 Theevidenceonihepropoittonandihcnumber 
of tlie poor, cited in this paragraph is from 
Planning Onnmission (1991) 

11 The origins of the fiscal tnsis and the debt 
costs are analysed elsewhere by the author 
[Nayyar 1996] See also, Bhadun and Nayyar 
(1996) 

14 For different perspectives on political 
developments in India dunng the 1980s, sec 
Koihiin (1988). Kohli (1990). Vanaik (1990), 
Das(l994), KavmiKI99S),Chanei3ee(l997) 
and Khilnani (1997) 

15 CfKaviraj(199S)nndChattefje*:(l997) Sec 
also Kohh (1990) 

16 The factors underiyuig the fiscal costs and 
the debt costs ate analysed, at some length, 
in Nayyar (19%) and Bhadnn and Nayyar 
(19%) See also ioshi and LitUr (1994) 

.17 Cf Nayyar (19%) For on analysts and an 
evaluation of India’s devdopment experience, 
from the early l9S0s to the late 1980s, sec 
Byres (1994) 

18 Pw a mote detailed discussion on these 
questions, see Bhaduo and Nayyar (19%) 

19 Cf Nayyar (19%) 

40 For a lucid assessment and a peroeplive 
analysis of India's fmiuic to eliminate basic 
depnvauoa in die decodes since independence, 
see Dpsie and Sett (199.9). 

41 For an ameirtathM irf this view and critical 
perspectives on liberalisatioo. see Oreze 


twidSte(t99»aiid8hadtiriaad?4i^(t996). 
42 Ptx mdier ascuMioii. see tlayyar (19%) 
41 The experience m mdependem India, espe¬ 
cially over the past 29 years, provides some 
powerflil illnsirations of sut^ ‘hyqeresis* 
effects In the polity, the cenitahsoiion of 
autbonty and power at the apex, which began 
with Indira Gandhi in the early l97Qs. weak¬ 
ened the institutional base of the pyramid so 
that the ability of the state io mediate between 
conflicting interests was much reduced We 
live with Its consequences even now in the 
economy, the populism of the I980v trans¬ 
lated imo soft options where (he solutions 
conceived for the short run turned into 
problems m the longer run The fiscal ensis 
and the debt ensts, which surfaced in early 
1991, were Ibe consequences Similarly, 
It IS possible that the economic liberali¬ 
sation of the 1990s, in poiticuiar the trade 
liberalisation and the financial liberalisation, 
may have an adverse effect on the perfor¬ 
mance of the economy in the long term 
through 'hysteresis' This argument about the 
long-term consequences of short-termism. m 
Ihc context of public policies and eco 
nomic development, is developed at some 
length elsewhm by the author, see Nayyar 
(1998) 

44 Id exin:ine situations, the state nny be used 
almost as private property There is some 
cumulative causation here Politics is about 
the sciruie of power And power is a source 
of gaihunng income and accumulating wealth 
which, m turn, facilitates the capture of 
political power In this milieu, the political 
Irecdoin provided by democracy is curbed by 
the uneven spread of money power, just as 
the ec onomic freedom provided by the market 
IS vitiated by the unequal distnbution of 
income and wealth 
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Indigenous Irrigation in South Bihar 

A Case of Congruence of Boundaries 

Niraitian Pant 

All over the world irrigation farmers' organisations have been very effective in irrigation management, 
both at project and farm levels. Farmers, acting collectively, rather than governments, have determined 
both procedures for distributing water and resolution of conflicts with other groups over the development 
of additional supplies. 

The 'ahar-pyne' .lystem in .south Bihar is one such indigenous irrigation system in India, which has 
successfully galvanised the local farming community in large numbers against caste divisions and ecglogical 
obstacles for over 100 years and ensured equitable distribution of water among individual cultivators. 


THE literature pertaining to hydraulic 
agriculture is subject to various types of 
theoretical propositions which sometimes 
are of opposite nature. The major contro¬ 
versy centres around the centralised/ 
decentralised authority structure for irri¬ 
gation management. The centralists led by 
Stewaid (1949) and Wittfogcl (1957) 
posited that large-scale irrigation required 
centrali.scd co-ordination and direction of 
efforts, which in turn, led to greater po¬ 
litical integraion. Wittfogel thought that 
the management of irrigation water re¬ 
quired a high degree of discipline and that 
in turn implied central control and an ail 
powerful huieaucracy. Wittfogel. thus, 
propounded the tendency of centrali.sed 
organisation as unavoidable, as generated 
and required by imperatives of physical 
system and its technology. 

The inevitability of a ‘topdown’ struc¬ 
ture has been questioned by a large num¬ 
ber of re.searcheis. Millon (1962), for 
instance finds, “no clear relationship bet¬ 
ween degree of centralisation of authority 
and the m/c of niigation sy.stem or the 
nuinbei of persons it supports’*. Similarly. 
Leach (1959) argues that although there 
were large irrigation works in Sri Lanka, 
there is no evidence that such irrigation 
works produced the hydraulic bureaucracy 
envisaged by Wittfogel. Eva and Robert 
Hunt (1974) support Leach’s contention. 
The inevitability ot centralised organi¬ 
sation thesis has been challenged by 
Thornton (1976) at another level. After 
considering the physical acquisition and 
transport of water, Thornton points out 
that It IS with distribution of irrigation 
water that “the largest number of 
organisational alternatives occur”. 

In recent years, there is an ever increas¬ 
ing evidence all over the world that irri¬ 
gation farmers' organisations have been 
very effective in irrigation management 
process, both at project and farm levels. 
Ore of the most powerful conclusions 
which emerges from Mass and Anderson's 
study of irrigation sy.stems in south-eastern 


Spain and eastern US (1978) is that farm¬ 
ers of each settlement, acting collectively, 
rather than the central government, have 
determined both the procedures for dis¬ 
tributing a limited water supply and reso¬ 
lution of conflicts with other groups over 
the development of additional supplies. 

Closely linked to the concept of decentra¬ 
lised managed irrigation systems is the 
ecological perspective which emphasises 
“the role of physical - environmental 
factors in shaping, limiting or determining 
various form.s of group-shared behaviour 
and the regularities which lie behind them” 
I Berry 1976). It is agreed that physical and 
natural habitat are not the only factors that 
shape institutional and organisational 
patterns, but the important role such fac¬ 
tors play need not he overlooked [Bennet 
1969). An important premi.se of the eco¬ 
logical perspective is that social groups 
relate to the environments in which they 
operate - both the physical and natural 
habitat and the socio-political milieu - 
through the mediation of .socially organised 
activities which aim at satisfying the re¬ 
quirements of collective .survival | Micklin 

1973) . As Yehudi Cohen (1974) notes, it 
IS this socially organi.scd relationship bet¬ 
ween the group and its environment that 
ecologists refer to as the group’s adaptation. 

The ecological perspective is most vis¬ 
ible at the micro level. Here it suggests 
that overtly irrational, unarticulated, or 
random activities in a particular irrigation 
sy.stem may be unravelled and made in¬ 
telligible, if such activities are examined 
in relation to the habitat and socio-politi¬ 
cal context in which they occur (Downing 

1974) . It is this perspective which leads 
ecologists to profess that certain environ¬ 
ments are most congenial to collective 
action. It is said that an essential feature 
of farmer-managed irrigation systems is 
that such sy.stems are found only in those 
irrigation environments where the topo¬ 
graphy has been such as to allow relatively 
small communities to harness and distri¬ 
bute water with the available local mate¬ 


rial and the technical and human resources. 
Con.sequently, most of such systems tend 
to be associated with certain types of 
physical environments [Oxby and Bottrall 
1983). Therefore, smaller sy.stem.s when 
aided by favourable topography, scarcity 
of available water and homogeneity in 
farm size provide the most congenial con¬ 
dition for farmer co-operation in acquisi¬ 
tion, transport and d^tribution of water.' 

In spite of favourably disposed ecology, 
unless human groups actively participate 
in the endeavour collective action will not 
be forthcoming. Doherty’s (1982) com¬ 
parative examination of the organisaiton 
in three societies in which localised 
systems were uaditionaily operated shows 
that most organisational fuiKtions were 
carried out efficiently on a village or a 
local residential group basis, without active 
intervention from outside but with active 
involvement of local population. The find¬ 
ings suggest that for localised irrigation 
.systems participation is at least as impor¬ 
tant as authoritarianism. Collective action 
means a joint and concerted move on the 
part of one or several groups for achieving 
some common end. Mancur Olson (1965, 
1982) and his followers argue that collec¬ 
tive action is likely to be more feasible 
(i) smaller the groups, (ii) more homo¬ 
geneous the origin of the group (iii), longer 
the members of the group have been as.so- 
ciated with one another or the group has 
been in existence, (i v) closer the social and 
physical proximity among group members, 
(v) more differentiated (in a complemen¬ 
tary way) the goals of different members 
of subgroups, (vi) greater the sensitivity 
of the group to a threatened loss due to 
inaction, and (vii) more unequal the dstribu- 
tion of wealth and power among members. 

Ahar-Pyne System 

On the basis of its physical features, 
Bihar can be divided into three regions - 
the north Bihar plains, the south Bihar 
plains (the area north and south of Ganges 
respectively) and the Bihar plideau also 
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kmwn as CM»uuu«|iur idittean. llw 
area covered by south BHiar is abmit 40 
thousand square kms vriiich is slightly less 
than a fourth part of the total area of about 
174 thousand square kms of the state of 
Bihar. Ahar-pyne system of indigenous 
irrigation is historically the most impor¬ 
tant source of irrigaticm in south Bihar and 
even today provides a shining example of 
participatory irrigation management. “This 
indigenous system is the outcome of the 
natural conditions and physical configu¬ 
ration of the country, and has been evolved 
to meet the obstacles which they place in 
the way of cultivation" lO’Malley 
1919:144]. There are three factors which 
are responsible for the wide prevalence of 
this mode of irrigation in this region. Hie 
region is charactised by (i) scanty rainfall, 
(ii) a sharp slope which allows water to 
quickly run away, and fiii) a .soil which 
is either .stiff clay or loose sand, equally 
unrctcnlivc of moisture. 

Most of the places in the south Bihar 
region receive an average annual rainfall 
of about 1,000 mm which may be just 
suiiicient for the rainfed agriculture but 
not adequate for cultivating paddy. In 
addition, the rainfall is conditioned by two 
constraints. First, there is a shortfall in the 
rains almast every third year. Second, 
there is an urgent requirement of water for 
paddy during the crucial period of'hathia*^ 
in case Ihe rain fails. 

Bounded by the Bihar plateau in the 
south and the Gangetic valley in the north, 
south Bihar has a marked slope from south 
to north towards the Gangetic valley and 
is comparatively steep, the average fall 
northwards being about 1.13 to 0.76 
metre per km. A number of rivers debouch 
from the southern hills and intersect the 
region as they flow across it from south 
to north. Since these rivers are rainfed, 
following the incidence of rainfall in their 
catchment basins, the rivers swell up into 
rushing torrents and discharge the rain 
water quickly within hours through their 
sloping beds. Asarcsult, the wateris cither 
rapidly carried through the area (in ca.se 
the soil is stiff clay) or it percolates down 
through the land (in case the soil is sandy). 

On casual examination, the area would 
seem utterly unsuited for rice cultivation, 
both from the nature of the surface and 
the comparative scantiness of the rainfall. 
But both difficulties have been overcome 
by the ingenuity and industry of its inhab¬ 
itants, who have devisedasystem by which 
the natural drainage is blocked and the 
water impounded for use and have also 
brought rivers into their services by di¬ 
verting the water they bring down. 

Therefore, in order to prevent the water 
being wasted, long narrow artificial canals 
calM pynes branch off from the tivere by 


means of whidi the liver water is transmit¬ 
ted to the fields. Puither, the same slope 
would facilitate the wastage of water if it 
were not impounded in extensive reser¬ 
voirs called ahars, which are formed by 
constructing a series of retaining embank¬ 
ments across the line of drainage, 

Ahars are reservoirs and consist of a 
major embankment across the line of the 
drainage with two side embankments run¬ 
ning backwards up to the line of the drai¬ 
nage gradually losing their heights be¬ 
cause of the gradient of the surface. Thus, 
an ahar resembles a rectangular catchment 
basin with only three embankments, and 
the fourth side left open for the drainage 
water to enter the catchment basin follow¬ 
ing the natural gradient of the country. 
These are very different from the regular 
tanks in that neither their beds are dug out 
nor do the regular tanks have elevated em¬ 
bankments as do ahars. Water supply for 
an aharcomeseither from natural drainage 
after rainfall (rainfed ahars) or through 
pynes where necessary diversion works are 
earned out. Water for irrigation is drawn 
out by opening outlets made at different 
heights in the embankment. Ahars, with 
sides that are more than a km long, irrigat¬ 
ing more than 400 ha are not rare, though 
smaller ones are more common [Sengupta 
1996]. However, the average area irri¬ 
gated per ahardunng the early 20th century 
was.said to be S7.12ha [Tanner 1919:145]. 

Pync is the local name for the diversion 
channels. These channels may be oi van- 
ous sizes. The small ones are tho.se found 
unginating in ahars and carrying the water 
of the ahars to cultivable plots. The large 
ones have theirorigins in rivers from which 
water IS diverted through these artinciai 
channels by erecting embankment in the 
river beds. They are led some way up¬ 
stream above the level of the land they are 
intended to irrigate. It is often 3 to 5 kms 
before the water of the pynes reaches the 
level of cultivation. Some of the biggest 
pynes are 16 to 32 kms in length, and 
some of them known as 'dasian’ pynes 
(pynes with 10 branches) irrigate thou¬ 
sands of acres of lands spread over 
hundredsofvillagesjO’ Malley 1919:145]. 

Apart from irrigation, another useful 
purpose served by ahar-pyne system is to 
minimise the flo^s. Writing in the con¬ 
text of die then Gaya district, the collector 
(1947-49) observed that as long as these 
minor irrigation works were kept in a 
reasonable state of repair, floods in lower 
regions were well under control [Roy 
Choudhry 1957]. 

The ahar-pyne system of irrigation was 
overwhelmingly more important in south 
Bihar, where it was irrigating about 35 per 
cent of 2.5 mha of cropped land during 
tite first two decades of the 20th century. 


■ 

ConqMued to it. the inigi^on in npr^ 
Bihar was a mere 3 per emit of 3 n^Mt ' 
cropped area. During this period, of thig'; 
0.98 mha area irrigated by ahar-pyne, 0.{^ 
mha area was irrigated in south Bihar, 
while only 0.1 mha was irrigated in north 
Bihar [Tanner 1919:136}. The area irri¬ 
gated by this indigenous source has wk> 
nessed a constant decline. The extent of 
decline can be gauged by the fact bom 
0.94 mha in 1930s in south Bihar, the area 
declined to 0.64 mha in 1971 and to P,5$ 
mha by 1975-76.^ Today the «ea irri- ’ 
gated by ahar-pyne system in whole of ’ 
Bihar has come down to about 0.53 mha - 
constituting about 12 per cent of ail irri- 
gatedsources[govemmentofBiharl997},; 
compared to about 18 per cent in south ! 
and north Bihar alone during the flrst two 
decades of 20th century. 

Reasons for Decune 

There are three important reasons for the 
decline of ahar-pyne system: first, till the 
abolition of zamindari system,^ the ' 
zamindars used to maintain these systems 
because they had the capital resources and 
had a vested interest in doing so. Tenants ' 
were required to pay 'gilandazi' (improve¬ 
ment of irrigation works) charges. 
“Gilandazi is an excellent form of invest¬ 
ment as the capital spent on it returns a 
dividend of 40 to 50 per cent in the first 
year itself, in some cases 100 per cent if 
the landlord even received only half of the 
produce of the land irrigated by these 
works, they would get a very good iMum 
on their capital outlay" [O’Malley 
1919:158]. After the zamindari abolition 
there are no regular budgeted funds for the 
repair of this system. The only possible 
avenues of repair are hard manual labour 
during drought period, JRY, some relief 
schemes, food for work programme and 
also Ml department which can spend some 
planned funds in the name of renovation 
of these systems. 

Second, a large number of altemativea 
have come before the farmers during the 
post-independence period in the form of 
new canal schemes and tubewells. The 
growth of tubewells, particularly during 
the post-green revolution period is pheno¬ 
menal. This has been aided by high doses 
of government subsidies in case of private 
tubewells. Even in 1970-71, the area ir¬ 
rigated by tubewells in Bihar was about 
17 percent, this reached above48 percent 
in 1994-95 [government of Bihar 1972 
and 1997]. 

The third reason for the diminishing' 
role of ahar-pyne system in irrigation m j 
south Bihar is non-integration of tlteMf^j 
systems in the new diversion scheotei^ 
undertaken by the irrigation depaitmei^ 
of Bihar after the independence. The pttK'-. 
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Klein giyt accentuated on account of not taking 
over these systems iormally and legally. 

In the decade ot l9S0.s, particularly 
during the first and the scconti five-year 
plans, a number ol diversion schemes were 
undertaken in south Bihar. In most of the 
ca.ses, the area brought under the com¬ 
mand ot these schemes had very elaboiate 
system ol indigenous irrigation network 
through ahars and pyncs, particularly in 
the upper reaches The planners realising 
the valuable contribution ol this indi¬ 
genous system in subsidiary storage and 
water distribution dovetailed it in their 
plan and thereby increased the capability 
of the run-ot-the-ri ver scheme on a rainfed 
river proposed to serve an area subject to 
fitful monsoon. They relied on the con¬ 
tribution of the existing ahars so much that 
they planned about two-thirds of the com¬ 
mand was to he irrigated during the critical 
hathia periixi through the ahars which 


\Acrc to be tilled up Imm canal networks 
by drawing maximum possible water 
duiing favourable period of river flow. 

However, the envisaged integration of 
ahar-pyncs with the new schemes could 
not he done in a large number of cases 
and this indigenous system was made to 
languish over time. A recent study shows 
that the number of ahars in the command 
ot Upper Mohar irrigation project cover¬ 
ing the distnets of Gaya and Aurangabad 
had dwindled to 44 in post-project 
penod from t09 in pre-project period 
I Metaplanner 1994], consequently affect¬ 
ing the irrigation in an adverse manner. 
Had due attention been given to proper 
maintenance of these indigenous systems 
and integrated management of new canal 
networks and old ahar-pynes devised, all 
these new diversion schemes would have 
been grand success stories. 

Considering the fact that today’s per ha 


cost of iirigatton comes loaboutRs 80.000 
(I US $ s Rs 40) and 46 per cent of the 
total annual precipitation of 350 mha in 
India is lost to the sea as river flow, the 
rejuvenation, developmeni. and integra¬ 
tion of ahar-pynes system with new diver¬ 
sion schemes present wide scope. The reason 
being, it mainly involves mobilisation of 
local material and manpower resources 
with very little financial requirement (about 
Rs 1 ,000 per ha). This is specially impor¬ 
tant at present times when financial crunch 
.surrounds Bihar government from all 
sides and participatory irrigation man¬ 
agement is the rhetoric quick-fixf 

Maoiala Ahar: A Casi Study 

Machala ahar is located in Kalpa village 
ot Jehanabad distncl. Bihar. Kalpa i.s a 
panchayat (lowest tier of rural local seif 
government) village. It con.si$ts of the 
main village Badi Kalpa, a sma'Ier village, 
Chhoti Kalpa, and 17 other hamlets. Badi 
Kalpa village is just adjacent to the place 
Irom where iK>rth-wcsl side ot the ahar 
starts and where if s inlet pyne and the 
escape channel arc located As indicated 
in thi* Figure, this point, as well as Badi 
Kalpa village, is about 3 kms Irom 
Jehanabad railway station. To reach there, 
threc-tourths of the route cotisLSts along 
the main embankment ot the ahar which 
also constitutes the souiii, m boundary ot 
the village Kalpa ' Machala ,ihar is one 
ot the biggest ijnd the oldest ahars not only 
in Jehanabad but also in whole of .south 
Bihar. The catchment rc.scrvoirol the ahar 
IS spread in an area of 552 ha It used to 
and still does irrigate about 1.2(X) to 1,30U 
ha of land ol about 3.5 to 40 villages In 
ca.se ot village Kalpa. it irrigates about 3(X) 
ha ot land of which about 160 ha belongs 
to the main village. Badi Kalpa, which i.s 
closest to the ahar. 

Socio-ec onomic strut tureoJRaJi Kalpa 
Village: In Indian rural setting, .social 
rankings are largely determined by caste 
compositions, while economic rank is 
judged in relation to the extent ot land 
owned by an individual. The es.scncc- ul 
caste IS the arrangement ot hcrcditciy 
groups in a hierarchy. The popular impre.s- 
sion of the hierarchy is a clcar-cut one 
derived from the idea of varna, with 
brahmins (priests) at the top and harijans 
(scheduled castes) at the bottom. But as 
a matter of fact only the two opposite ends 
of the hierarchy are relatively fixed, in 
between and specially in the middle re¬ 
gions, there is considerable room for debate 
regarding mutual positions (Srinivas 
1969]. Keeping this in mind, all the 18 
castes that exist in the village have been 
re-grouped into three categories - high 
castes, backward castes and scheduled 
castes. The first denoting the highest 



<;«tegcMy awl Ole taiit the fewest 
The village has about 200 household 
and a population of about 1,200. The 
village, as already indicated, is a multi- 
caste village with 5 percent Muslims. The 
high castes consists of three castes and 
constitute 31 percent. The backwardcastes 
have eight ca.sles and contain 28 per cent 
of the village hoascholds. Hic .scheduled 
castes have six castes and constitute 36 
per cent households. Apart from these 
Hindus, there are S per cent Muslim 
householdsandaliot them belong tojulaha 
(weaver) caste, which is treated as a 
backwaid caste among Muslims. 

llie village has about 283 ha of culti¬ 
vable land, SO per cent ol which is owned 
by bhumihars (high caste), who constitute 
2S.5 per cent households of the village. 
Twenty per cent ot village land is owned 
by lala.s/kayastha (high caste) who 
consititute a mere 5 percent ol the village 
households Another 20 per cent of the 
land IS owned by kahars (backward caste) 
whoconstitutc lOperccntoflhctotal house¬ 
holds. The rest .*>9.5 per cent households 
own just 10 per cent of the remaining 
village land. These 59.5 per cent house¬ 
holds consist ol 36 per cent scheduled 
castes. 18 per cent backward castes. 5 per 
cent Muslims andO.5 percent of high castes. 
This indicates a coincidence ot cast<' and 
class in terms of rank categori.sation. 

r iilu vtiiion and imgution: The two main 
staple l(Mxl crops grown in the village arc 
paddy and wheat. Paddy is cultivated 
during late June to early November, cov¬ 
ered mainly by the monsoon. Wheal, on 
the nlhei hand, is cultivated during early 
December to early April. In addition to 
the.se two crops, farmers also grow sug¬ 
arcane, potato, dais (pulses) and oilseeds, 
mainly tor self-consumpuon. During the 
remaining period ot summer, those who 
own pumping .sets grow vegetables and 
green animal fodder. 

There are two sources of irrigation. The 
one is surface -Machala ahar and the other 
IS ground water Two decades ago, the 
village had about 20clectric tubewells but 
at prc.sent just one or two remain in 
operation, mainly on account of acute 
shortage and uncertainty of the availabil¬ 
ity ol electric power. In the past, there 
were no diesel borings in the village. 
However, over the years electric tubewells 
were replaced by diesel borings so much 
so that at present there are about lOOdiesei 
pumping sets. These 100 sets are owiKd 
by 82 households (41 per cent), who own 
major portion of village land, while 118 
households (S9 percent) hire pumpsets for 
iirigation. llie rates come to Rs 22 per 
hour (Rs 10 for the pumping .sets and 
Rs 12 for the diesel). 

The total cultivable land in the village 


is AfaoOt 280 ha, of nvhieh tdKWt 14S0 ha 
(57 per cent) is irrigated by Madiala diar. 
Hie rest of foe land, paiti^lariy the high 
land is irrigated by pumpsets. In addition, 
pumpsets are also put into service when 
irrigation is not available and water is 
urgently needed by the crop. As men¬ 
tioned in the preceding about 300 ha land 
belonging to village Kalpa and its hamlets 
gets irrigated by Machala ahar. However, 
the census (1981) records do not show any 
village land imgated by the ahar. The.se 
records mention that of S44 ha cropped 
area in the village, 133 ha (24 per cent) 
gets irrigated (85 ha by wells with electric 
motois, 30 ha by electric tubewells. 2 ha 
by diesel borings and 10 ha by well water). 
The omission may be on account of the 
fact that there is no water charge for ahar 
irrigation, hence no formal recording of 
Iirigation is done. 

In case of paddy and other kharif crops, 
farmers depend on rains (which are re¬ 
corded at 920 mm per year on an average 
tor Jehanabad) and on ahar irrigation. As 
an insurance against both, diesel borings 
are u.scd. However, for wheat and other 
Rabi crops and also for summer crops, the 
dependence on groundwater is overwhelm¬ 
ing a.s rams aie limited and no ahar im- 
gation IS available. Although at the district 
level, 78 per cent of the cropped area is 
occupied by paddy and only 13 pei cent 
area is cultivated with wheat {Economic 
Intelligence Service 1993], in case of 
village Badi Kalpa. wheat also occupies 
above SO per cent of the cropped area. 

Management of ahar-pyne system: 
Machala ahar formed part of the erstwhile 
Tikari /.amindari (estate), which was the 
biggest c.state of Gaya district and one of 
the biggest of south Bihar. On account of 
its bigness, it used to be mentioned as 
Tikari Raj (kingdom). It was about one- 
fourth of si/e of the then Gaya district and 
was paying an annual rent ofRs 0.9 million 
to the then British government. The estate 
had an elaborate system of the asses.sment 
and collection of rent in cash and 
kind(grains). The headquarter of the estate 
was in Gaya, where an Englishman used 
to be the chief manager, who was assisted 
by two Indian managers. The whole estate 
was divided into 18 circles and Jehanabad 
was one of the circles. Below the circle 
used to be the kutchery, at the level of 
mahal. Each mahal consisted of 15-20 
mau/as (villages). Kutchery housed land- 
rent record oflice and the ueasuiy. Money 
tor minor repairs of ahar-pynes was pro¬ 
vided from the Kutchery. 

Ahar-pynes work, particularly the one 
relating to maintenance and overseeing of 
water distribution was looked after by 
three functionaries. These were headman, 
barahill (supervisor) and gudait (watch¬ 


man). A tMque feaiHre of 
management system in Jehaubad 
was that some posts were associatml 
paiticularcastes. Fw instance, only dusa^ 
scheduled caste persons were hir^ 
job of the watchman. Similarly, the dtuof' 
beaters used to be from the Muslim ca8te‘‘< 
of dafalis. Dusadhs were selected for the' 
job of watchmen because they used to bo|' 
physically sturdy and their muscle powef ‘ 
was handy in matters of inter-villa^ aad- 
intra-village disputes. Similarly, cal) for'? 
goam (collective physical action) used to,; 
be made by beating of drums and the diun^. 
beatings used to be done by dafalis. 

Acquisition and transpon of waten tli'' 
the preceding, it wa.s nK'ntioned that some^ 
of these indigenous irrigation systemri^’ 
(pynes) were so large that their water , 
conveyance system ran over 30 kms, 
covering hundreds of villages and irrigat*. 
ing thousands of acres ot land. Since the 
con.stniction of such irrigation works 
required huge capital in vestment, only big 
landlords could do it. In fiKt, sometimes ^ 
it required the co-operation of two or mme. 
landlords. In .such occasions, each cof'' 
operating landlord used to appoint IBS 
team of officers to look after his inteiesi' 
on the negotiating table during the con¬ 
struction phase. It should, however, be 
understood that usually the cost involved 
in the construction of pynes was much; 
higher than the one involved in construct' 
ing ahars. The construction of pynca, 
particularly the large ones, involved ex*. 
cavation of pynes running .several kms. fe. 
addition, it also involved con.sliuction of^ 
dams across the river to divert the water" 
to the pynes. In case of ahars, even when! 
such systems were large ones, the woric; 
involved construction ot embankment of, 
the ahar from three sides, the highest being ^ 
on the northern side to check the flow of 
water from south to north. Writing evoi.' 
in the early part of the present century*'; 
O’Malley noted that no new pynes of ai^* 
coasiderable size were being construciedi' 
in his times. According to him, large pyoetf: 
were consinicted several years ago wlwil; 
larger areas were under the control of t^f| 
single zamindars (landlords) and thei»( 
authority to enforce theirorders and wishe* 
was more absolute than during O'Mal^'s' 
times (O’Malley 1919:1551. ’ 

In case of Machala ahar, die system Wi||C- 
constructed by Tikari estate som^meslR 
the second half of 19th centum. As part; 
of the system, an earthen chun” was coa4 
structed across river Morhar near viHagfr; 
Gopalpur at a distance of about4kmfoi>m. 
the point where the inlet pyne enters 
ahar.^ A pyne was constnictod from 
eastern bank of the nver to take the li ' 
water to the ahar. As shown in the flgiifo'' 
the inlet pyne delivered the river 
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into the ahar front the north-western side 
of the ahar. An escape route was also 
provided a few metres north of the inlet 
channel. This is opened to drain nut the 
excess ahar water when it poses the danger 
ot overtapping the embankments. 

Repair and maintenance: The repair and 
upkeep of the Machala ahar and its water 
conveyance syw-m is of two types - the 
one involves major repairs and the o'her 
deals with the minor ntutine upkeep to 
make the system work. In case of major 
repairs, in the past, it wa.<i done by Tikari 
estate because the tenant farmers did not 
have the capital required for major repair. 
This was a usual practice as in all cases 
of ahar-pync constniction as well as major 
repairs. The responsibility in these matters 
lay with the landlords. 'Phis point has 
been highlighted by both Buchanan (19.f 9) 
and O’Malley (1919:147). No doubt, the 
amount spent by the estate was laterrealised 
from the farmers under the gilanda/i 
(impmvement of irngation works) about 
which mention has been made in the 
preceding. Today also, minor repairs arc 
not done by the farmcis and the repairs 
are dune by the minor irngation depart- 
ment. The only difference is, in the past, 
farmers had to pay for the repairs as well 
as fur the irrigation, while K^ay they do 
not pay for any of these two things. The 
routine upkeep work involves cleaning 
and desilting of ahar and pyne and main¬ 
taining the water conveyance network, 
while the system is in operation. As a 
result, ordinary maintenance such as the 
periodic clearance of silt, the repair of 
small branches ol the ahars and field 
channels is done by the cultivators them¬ 
selves under goam system and it .starts 
before the onset of monsoon. In the past, 
under this .system, “at the order ol the 
landlord or his lixal agent or servant, the 
cultivators have to supply one man per 
plough to turn out on these occasion and 
carry out the work; the peasants come out 
in a body and this is called goam” 
fO’Malley 1919:146J. In ca.se of wealthier 
peasants, they were allowed to send paid 
labourers but had to he pre.sent to super¬ 
vise the ongoing work. This system of u.sc 
3f community labour for maintenance of 
’rrigation work was also very much in 
vogue in the then Madras state, where it 
was legitimised through legislative action 
'Reddy 19961 Goam was and still is very 
sffccti ve in meeting the emergencies. The 
:ali for goam is made by heating of drums. 
The drum-beater goes fnim place to place 
tmnouncing the nature and hx:ation of the 
?mergency. The most common emergen- 
:ies relate to breaches in embankments 
and big pynes and breaking, cutting and 
alocking of pynes in upper reaches. Even 
.riocking or diversion of river water in the 


upstream ia not uncommon daring the 
water scarcity times of drought years. 
Goam occurs even today every year in 
hundreds of villages of south Bihar. 

Thas, people's collective action finds 
place m operational as well as in main¬ 
tenance works. The maintenance woric 
includes desilting of ahar and pyne beds, 
regular repairofembankments. Apart from 
these routine activities, an important task 
is to keep constant vigil, particularly during 
monsoon agaiast sudden damage of pro¬ 
tective works which may occur due to 
natural cau.se or due to man-made reasons. 
The operational works include cutting and 
closing embankments for diversion, erec- 
tionof bandhsorgacandis acro.s$ the pynes, 
opening and clo.sing of outlets and at times 
even resorting to manual water lifts to 
irrigate uplands. 

A tew examples of collective action in 
respect of Machala ahar would be worth¬ 
while to mention. A few years ago, the 
upstream larmcrs of Dhana Dihiri and 
some other nearby villagers had blocked 
the pyne from which Badi Kalpa gets its 
iirigation water. The blockade was about 
live feet in breadth and 12 feet in height. 
Affected down stream farmers, including 
those of Badi Kalpa complained to the 
desetimt administration. Since no remedial 
iiiea.surc was forthcoming immediately, a 
goam was announced by beating of drums. 
About 1,0(K) able bodied men from about 
20downstream villages collected. Among 
them were about 40 to .SO hcldar (diggers) 
all with a mattock each. They all marched 
together to the blockadcsite and dismantled 
the blockade within two hours to facilitate 
availability of water in the pyne and thereby 
to downstream cultivaters. 

Gn another occasion (August 1996), 
a breach had occurred in the western 
embankment of the ahar on account of 
overtapping of water. Again, a goam ot 
500 cultivators from the 4-S affected 
villages was on the .scene. The Tint thing 
they did was to open the escape route of 
(he ahar. Once the water level was re¬ 
duced, the teaping (cementing) of the 
breaches with mo/ar (paddy straw mixed 
with mud) was started. After teaping was 
done, the level of the embankment was 
rji.sed with mo^ar. However, goam may 
not be successful always. During Septem¬ 
ber 1997 a breach occurred in the northern 
main embankment towards the western 
side. A goam was convened but the fe¬ 
rocity of water was so intense and swift 
that the breach could not be cemented and 
the water could not be held. As a result, 
many villages were flooded with water. 
The breach has since been repaired by the 
government but the approach to the vil¬ 
lage which is along the embankment still 
remains affected. 


Allocation and distribution of water: 
Allocation of water, which was managed 
by the oiltivators, was a major source of 
conflict. Buchanan (1939) wrote that the 
landlords would “qipoint proper persons 
to divicte the water among the tenantiy”. 
According to O’Malley (1919:146-47), the 
parabandi system was used to distribute 
water among the villages from a common 
source (usually a pyne). Parabandi derived 
from the term para (turn) and band! (fixa¬ 
tion) meant fixation of turn. Each village 
had its fixed turns of so many days and 
hours to avail the water. These turns were 
a.ssigned by mutual agreements or ancient 
custom.s. In case of principal pynes, includ¬ 
ing the ones irrigating Kalpa village. Tikari 
e.state used to maintain a detailed register 
called ‘lal bahi’ (red register). The register 
specified the irrigation rights of each 
village. Usually parabandi arrangements 
began in the month of Aswin (mid-Sep- 
tember), when the demand was acute and 
supply limited. At other times, all branches 
of pynes were left open [CSE 1997:871. 

Disputes, however, frequently occur. 
One village often tries to get more water 
than it .should, or else When rainfall is 
.scarce, lower reach villages seek to get 
water before their proper turn, and the 
disputes sometimes terminate in blows, 
and (Kcasionally in bloodshed. Eight years 
ago, during hathia period, there was acute 
shortage of water and the cultivators of 
Badi Kalpa blocked the ‘karha’ (branch 
of a pyne) which irrigates Badi Kalpa as 
well as Chhoti Kalpa. This annoyed the 
Chhoti Kalpa farmers and 500 of them 
arrived at the scene of blcKkade, armed 
with sticks. Amidst arguments, some one 
from the side of Badi Kalpa fired, resulting 
into death of one of the persons instantly. 
Later 37 persons from Badi Kalpa were 
made accused in the ca.se and the matter 
is still pending in the court. 

In .south Bihar, the most common sys¬ 
tem of water distribution is that the water 
first goes to the upper reach field which 
IS closest to the irrigation channel and then 
goes to the next field. This fieid-to-field 
irrigation is resorted to because ahar-pync 
irrigation is used mainly for the paddy 
crop, where even a little extra water does 
not cause any harm to the crop. In case 
of Machala ahar and the ka^ (pyne 
branch) irrigating Kalpa village lands also 
the same practice is resorted to. 

In case of Kalpa, the lands north-east 
of the village is irrigmed by the karha which 
branches off the pyne which brings water 
to the ahar. The uplands south-west of the 
village, on the other hand, ate irrigated by 
the outlet originating from the south-west 
corner of the ahar. When rains are good, 
like during the kharif of 1997, there is not 
much of a problem and everything goes 
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on smootbly. Howevtf, during extreme 
drought conditions Hite the ones prevail¬ 
ing during the kharif season of 1990 and 
1996, many disputes arise. A conuttee of 
five members has been constituted by the 
villagers to resolve disputes arising out of 
disuibution of water and upkeep of water 
conveyance structures. 

A significant fact regarding the village 
lands is that there is no consolidation of 
holdings, hence their landholdings are 
fragmented and scattered in all parts of the 
irrigation command. As a result, every one 
has some plots at the head, .some plots in 
the middle and some mote in the tail of 
the irrigating channel. This implies that 
every one has an interest in irrigating all 
parts of the irrigation command, hence 
they have to join hands with cultivators 
of other villages in the proper upkeep and 
just di.stribution of water. Thus, in times 
of water .scarcity, only parts of the irriga¬ 
tion command are irrigated but this does 
not deprive any one completely. Further, 
.since Machala ahar meets the irrigation 
requirement of 35 to 40 villages and there 
IS one pyne that feeds the ahar, cultivators 
of these villages are bound to work to¬ 
gether despite multi-ca.ste communties 
re.siding in the.se villages. 

Issues Involved 

Centraltsed versus decentralised: It is 
observed that both Steward (1949) and 
Wiltfogel (1957) have made generalisation 
that irrigation management required high 
degree of discipline and that in turn im¬ 
plied central control and an all-powerful 
bureaucracy. They, thus, propounded the 
tendency of centralised organisation a.s 
unavoidable under the imperatives of 
physical systems and its technology. 

judging ahar-py nes of .south Bihar from 
this angle, it is found that a centralised 
authority in the form of the landlord did 
play an important role in respect of 
construction of ahar-pynes, their major 
repairs and allocation of water to different 
villages. However, landlords did not play 
any role in determining the mechanism 
relating to how water was distributed 
among different individuals in each micro- 
irrigation command and how they main¬ 
tained the micro-water conveyances 
structures. Further, Buchanan (1939:447) 
mentions that there existed some indi¬ 
genous irrigation works in south Bihar 
which were constructed and maintained 
by tenants and that the landlords had no 
claims of rents against such works. 

Even where findings do indicate a 
centralised management in certain mat¬ 
ters, it is difficult to assume that high 
level of participation of cultivatois in the 
irrigation management was a natural 
corollaiy ofthecentralised authority. There 


is ev<»y reason to atgue that cuitiyafeDa 
had th^ vested interests to participle 
actively in collective actions like goam. 
This is particularly true in respect of goam 
to meet the emergencies such as bre«;hes 
in embankments, diversion in river and 
pyne routes, etc. If this was not true, 
hundreds and even thousands of people 
would not have come fmurard for goam 
even today in south Bihar. Today, there 
is no coercive authority of the landlord or 
any one to force them to contribute com¬ 
munity labour for irrigation management. 
In other words, the same moti vatirni which 
works today worked in the past and it was 
to ward off the danger which threatened 
their survival. Therefore, the conclusion 
of this paper is very similar to the one 
arrived at by Doherty (1982) and cited in 
the preceding that for localised irrigation 
systems participation is at least as impor¬ 
tant as authoritarianism. 

Conditions for collective action: (1) 
Small size and favourable topography: It 
would be interesting to examine the ahar- 
pyne irrigation system in the light of some 
of the conditions outlined by Mancur 
Olson (1965-1982) and the ecologists 
[Oxby and Bottrall 1983]. One of the 
factors which facilitates collecitve action, 
according to them, is the small size of the 
group. The evidence from ahar-pyne dis¬ 
proves this proposition. Communal action 
for irrigation operation and maintenance 
referred to as goamconsistsoflargegroups. 
During emergencies the group may con¬ 
sist of thousandsof cultivators. Even when 
routine maintenance and operation work 
is performed, the group is nosmali. Further, 
thclaigesizeofthegroupdoesnotaffect the 
integration and synchronisation of efforts. 

In addition to small size, some of the 
ecologists also talk of the prevalence of 
favourable topography that enables col¬ 
lective action. However, ahar-pynes have 
been constructed by the extraordinary 
concerted effort of the human beings 
against the oddities of nature. It provides 
a living example of what man can achieve 
in the most adverse circumstances, thus 
negating the ecological perspective. 

(2) Close social and physical proximity: 
Close physical proximity no doubt fln^ 
evidence in matters of micro watershed. 
However, in case where irrigation works 
involve irrigation of hundreds of villages, 
the collective action oveirides this condition. 
In case of Machala ahar itself, instances 
have been cited where 500to 1,000 people 
come together for collective action, when 
their own itrigrtkm is threatened or affected. 

As regards the social proximity factor, 
which has also been emphasised by Coward 
(1980) and many others, it rinds no nip- 
ports from ahar-pyne system. According 
to Coward, “small groups (specially if 
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tfiffitrenceaofsoda] staois andsodalPini 
are lebtively minor) are able to mnirioy a 
special mechanismof reciprocity to achieve 
relative order and conformity.” This does 
not hold good in regard to collective actimi 
for irrigation operationand maintenence. 
Although in south Bihar also, like rest 
of India, a rigid caste hierarchy obtains, 
this does not deter different caste grou|», 
including scheduled castes to come to¬ 
gether for a comnKXi good and acommon 
concern. All cultivators, who take water 
from the same pyne or the same ahar. 
irrespective of the location of their vil¬ 
lages and irrespective of theircastes, come 
together for collective action whenever 
their irrigation is affected or is likely to 
be affected. Common interest in safe¬ 
guarding the irrigation system is an 
overriding consideration over physical and 
social proximity for obtaining co-opera¬ 
tion among group members. 

(3) Unconsolidated holdings: The land- 
holdings of the farmers of south Bihar in 
general and those of Aurangabad in par¬ 
ticular are small, fragmented and scat¬ 
tered. As a result, generally all farmers 
have their plots both in advantageous as 
well as dis^vantageous locations - head, 
middle and tail. Therefore, to optimise 
their irrigation, they would have to take 
active participation in all kinds of situa¬ 
tions. To safeguard the interest of their 
tail-end farm, they would work with 
others so that the water reaches at the tail 
also. Further, several irrigation commands 
get benefit from the same ahar or pyne and 
.several ahars may get water from the same 
pyne. Since cultivators have unconsoli¬ 
dated holdings, they are not left with any 
choice other than to work collectively for 
a common good. 

(4) Cheapest source of irrigation: In the 
past, ahar-pyne used to be the only source 
of irrigation: hence farmers had to work 
collectively. Presently, ground water 
through diesel based borings is available 
but the cost of irrigation comes very high. 

In case of ahar-pyne, all m^or repairs are 
done by the government and farmers do 
not have to pay any water charges. Hence, 
cultivators do not mind working collec¬ 
tively for small maintenance or to meet 
emergencies like breach in pyne or em¬ 
bankment, etc. 

(5) Uniformity in cropping: All farmers 
grow the same crop (paddy) all over tire 
irrigation command around the same dates. 
As a result, agricultural operations under¬ 
taken by all cultivators are similar through¬ 
out the irrigation command. Such unifor¬ 
mity of operations is essential when cul- 
tivMors are utilising the same irrigation 
channel. Since ahars and pynes have to 
be used collectively, all farmers have to . 
synchronise their operations. In such a 
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scheme o> things, there is no scope for 
crop diversity in the same imgation com¬ 
mand Unituim flopping also facilitates 
collective action when imgatinn system 
IS in the danger ot non-functioning 
Allfuation in diuiihulion ofviater In 
Tikanestate detailedreairdot nghls were 
prepared and documented m a register 
which was called lal hahi Although these 
recoids were prepared lor the share ot c om 
munities no record ot rights were pre- 
pated lordistiibution ot water among the 
individuals <is is done in case of warabandi 
andosrabandi in old canal systems ot north 
India As pynes served manv villages 
each village had its lixcd turn of days and 
houis to have the water These turns 
known as parabandi were most equi 
table and |usi mixles ot water ailiKalion 
The equity aspei t of water distnbution 
among individual cultivators which con 
linucs even today is obtained because all 
farmers ricliorpoorandbigorsmall, have 
plots in head and tail positions of the 
imgaiion channel As a result adequacy 
orshoitageol irrigation water is equitably 
shared bv all cultivators ot the irrigation 
command 

Ibe leliahility and timeliness of ahar 
irrigation isensuicd bee ausc water isstorcd 
in the reservoii and is utilised when pynes 
do not have an\ watei lelt and rams are 
not foithioming This is the likely sec 
nano dining the hatliia period when 
water is critically needed by paddy 
Maiiih luiiH f (list and ifuulit\ I he cost 
ot ahar-pync inainienance is quite low 
compared to canal maintenance which 
comes to about Rs S (XK) per ha In case 
ol ahai pyne it vai les between Rs S(X) to 
Rs I (XX) depcmdinuim the extent to which 
goam IS utilised buither the quahtv ol 
construcliori is quite good because tliose 
who gel engaged m the repairs are them 
selves the belief iciaiics burther, in some 
ot (he lepaiis the maleiial used is the one 
which IS locally and easily available The 
authoi found the use of mo/ar which is 
obtained by mixing the wet mud with paddy 
straw quite eflective in the repairs ol 
embankment, including in raising its height 
SttUainahilm Fhe sustainability ol ahar 
pyne system c an be judged by the fact that 
these modes of iiii<>ation are in existence 
lor centuries Wriliiig in the early part ol 
the this century O’Malley had mentioned 
that no bilge such systems had been 
constructed during his iiinc*s Fhis means 
that all the ahar pvne systems that exist 
today areal least nearly I tX) years old The 
main a*ason ot the sustainability ot these 
indigenous systems is that the advantages 
emanating from them arc two told First 
ttresc systems utilise water which other 
wise would be wasted Second, these 
systems, particularly in the past saved (he 


plains of south Bihar ftom the recurrent 
floods which otherwise would have 
devastated the countryside regularly. 

Lastly, it these KKiigenous systems arc 
properly integrated with the recent canal 
iingaiion schemes, the sustainability ot 
both types of imgation systems will en¬ 
hance manifold 

Notes 

(The paper wa, presenicd at the conterence 
organised by the International Association tor the 
Study of ComnionPrupenyal Vancouver Canada 
dunng June 10 14 1998 ) 

1 An empirical study (Polanisaini and hastcr 
1986] ot tanks in Tainit Nadu finds that scarcity 
of w,iier and homogeneity ol lurins si/e are 
closets associated with larmers' collective 
tlforis 

2 lliilhui Nuk\hatr{i (asiensm) covering the 
pc nod hetween Septeniher 26 and October 7 
icters to the post monsixm rams when water 
IS absolutely essential to fill out the opening 
paddy grain 

t 1 Ik extent of dci line has been worked out on 
Ihehasisol lullowiiigiecofds (i)ccnsusiecutds 
tiom I9’ I U) 196I (II) season and crop rcpt'it 
Bih.u I971 ind (III) disiiiiiwise data available 
wiih iIk dircLloralc of statistics government 
ol Uiiiar I‘I7S 76 

) Dunng Ihe British pc nod all cultivated lands 
belonged to aaiinndars (feudal landlords) who 
paid I fixed levcnuetoihe Bntish govemiiKnt 
Alter independence this system was .iholishcd 
in I9S> and the land was dislnhulcd among 
tiK erstwhile tenants 

5 I lsu.illy one can reach this point as well as Badi 
Kalpa s illage by a hiad transport such .is cycle 
lickshaw horse carts and taxis but during 
March 1998 wlien Ihe author visiied the site 
he h.ul to w.ilk to Ihe pl.u-c as ihc breach lhal 
had Occurred dunng Scplciiibcr 1997 was 
under fcpaii 

6 SunKtime in the year 1990 iIk earthfen d.sm 
was rcpKiced by a masonry dam acmss (he nver 
A sluice gale was also installed on ihc eastern 
hmk ut the river along Ihe dam to regulate 
the How of water to the pyne filling the ahar 

7 Apviic'canbcuscdioi(i)transponmglheriver 
water to an ahar (ii) to imgaie the field (rarely 
directly) through branches taking off from it 
and (III) taking out ahar water for imgalion 
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Aitiaity^a Kumar !^n and me Human Sdence 

of Development 

Amiya Kumar Bagchi 

» 

Drawing a preliminary, crude map of Amartya Sen’s intellectual trajectory and the territory he has sought 
to make his conceptual domain over some four decades, it is suggested here that Sen has founded a new 
branch of the human science of development. What he has done is to scrutinise the values that sustain the 
quotidian arguments of mainstream (and some varieties of radical) economics and shown them to be wanting. 
In the process Sen has broadened the scope of enquiry of social and political philosophers and social scientists. 
No longer can enquiries into deprivation be regarded as an obsession of egalitarian romantics. Nor can 
questions of freedom and democracy be regarded as only the concern of dyed-in-the-wool liberals. In the 
fields of enquiry he has chosen he has been able to combine value criticism, disaggregation of apparently 
unitary modules of society and strong-minded empirical verification of the causes of emaciated entitlements 
and deprivation. 


Mapping Amartya Sen’s 
Long March 

THE award of ihe Nobel prize for econo¬ 
mics in 1998 to Amartya Kumar Sen and 
the achievement of which the award is the 
best public recognition available to the 
prolession of economics a*? not serendi¬ 
pitous events From the beginning of his 
professional career Amartya Sen had a 
sense of destiny, and that expectation of 
a high destiny for him was shared by most 
of his contemporaries and his teachers. 
Nonetheless this recognition had been long 
expected and had been postponed foryears 
for rather murky reasons is a cause for 
celebration. 

The foremost reason tor celebration is 
that It recognises the work of a ma.ster 
practitioner of the human sciences. The 
Nobel prize in economics since its incep¬ 
tion has tended to favour those economists 
who are seen to have strengthened main¬ 
stream economics, with a distinct neo¬ 
classical flavour. Even seminal contribu¬ 
tions to the development of the subject 
such as those made by Michal Kaiccki, 
Joan Robinson. Nicholas Kaldorand Piero 
SralTa have gone unrecogni.sed because 
they specifically rejected the neoclas.sical 
paradigm. But since the 1980s the bias in 
favour of technoeconomics in the service 
of the free market, private property and 
footloose finance became particularly 
blatant. The award of the Nobel to Amartya 
Sen is a break in this trend. Asecond major 
reason forcelebrating it is that it recognises 
the central role of human development in 
the professional endeavour of economists. 
Despite all pious statements to the con¬ 
trary, the indices of achievement in die 
global society are still cast in terms of a 
rise in per capita incomes: the genocidal 


policies of a Suharto or Pinochet are still 
excused because they are supposed to have 
promoted the economic development of 
their respective countries. Sen’s work is 
a powerful indictment of the criteria of 
judgment used in such evalimions. 

A third reason forcelebrating Sen, which 
IS apparently more parochial, is that in his 
work the human developnwnt of the third 
world occupies a central position. How¬ 
ever. the charge of parochialism is easily 
rebutted because the third world contains 
the vast majonty of humankind. More¬ 
over, whatever is applicable to problems 
ot human development in the third world 
also applies, though in a nuanced fashion, 
to the poor of the developed capitalist 
societies. The numbers of the latter have 
increased precisely during the period when 
hosannas for the free market have been 
drowning all other voices among the 
respectable circles of academics, policy¬ 
makers and financiers. 

Sen's first professional contribution, to 
The Economic Weekly (EW), appeared in 
the second half of 1956 [Sen l9S6aj and 
he followed up with another article for the 
EW in the same year [Sen 1956b]. These 
maiden appearances in the EW at once 
provoked controversies, and Sen replied 
to his critics in his incisive style [Sen 
1956c, 1956d and 19S6e). He contributed 
four articles to the EW in 1957 (one of 
them in rebuttal of criticisms made by 
economists whose positions he had shown 
to be logically faulty). In the same year 
appeared his paper on the choice of tech¬ 
niques in the pages of \3aaQuarlerty Journal 
of Ecotwnucs (Sen 1957], a paper which 
made him well-known in the international 
community of economists. He has not 
stopped writing since then. It is difficult 
to icy and prepare even an analytical Ud>le 
of contents of the writings of a man who 


has been so prolific and at die same time 
innovative over a period of 42 years, 
shall not embark on such a foolhard' 
enterprise in what follows What I will tt) 
to do is to draw a preliminary, crude maf 
of Sen’s trajectory and the territory he has 
sought to make his conceptual domair 
over the four decade long journey. As we 
know. Sen is more akin to ^mund Hillary 
and Tenzing climbing the Everest than tc 
PizaiTo stumbling on his first view of the 
PaciFic Ocean. He had long preparet 
himself for his conquest of new conce¬ 
ptual territory with rigorous training ir 
conventional economics, the formal logic 
of .social choice theory, and analytica 
philosophy, and demonstrating his prow¬ 
ess in all these areas through powerfii. 
streams of papers and books as he went 
along. So a writer tracking his career anc 
tracing later achievements back to earlier 
writings cannot easily be accused of 
prolepsis or false hindsight. 

It IS too early to speculate about the 
environmental influences in Sen’s work, 
especially since the subject of such specu¬ 
lation can easily turn around and say, 'No, 
you could not be more wrong’. At the risk 
of inviting such a rebuttal, it is necessaiy 
nonetheless to point out that Sen’s early 
work was a response to the challenge of 
thinking rationally about the demands of 
central planning in India, at a time when 
planning was taken seriously by the cen¬ 
tral government. In his very first appear¬ 
ance in the pages of the EW (the direct 
predecessor of EPW), which was 
recognised as the journal par excellence, 
in which such issues were debated. Sen 
(1956a) tackled the problem of the choice 
of techniques, a subject on which he was 
to publi.sh his first book (Sen 1960]. 

In these articles and his book on the 
choice of techniques he criticised purely 
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market-based criteria for choice of tech¬ 
niques, or criteria that sought to modify 
the solution throve n up by the market only 
by taking account ul market failures in the 
<-*atic allocation of resources. But he 
recognised that market prices and co.sts 
should shape planners' choices, when such 
prices could not be altered by the planners 
without imposing tern high a fiscal burden 
or social co.st(cf his diseus.sion ot the 
suitability ol the Ambar Tharkha as a 
spinning machine, in .Sen i'>57a and Sun 
1960: Appendix 17) 

II 

Sen’s Work on Planning, Choice of 
Techniques and Economic Growth 

Following partly the lead ol (lalenson 
and I eibenstein (1 OSS) and Maurice ITtibb 
(1956). Sen formulated a possible criter¬ 
ion for the choice ol techniques, vi/, the 
maximisation ol the surplus with a view 
to maximising the rate ol growth ot na¬ 
tional income and eventually the rate ot 
growth ot consumption per capita (as¬ 
suming that the rale ol population growth 
IS a con.slani) But he went on to modity 
the application ot this cnterion by incor¬ 
porating the intiuence ot international 
trade, and choices between imports, do¬ 
mestic prtKluctioii. domestic consumption 
and expoits. lie also lormulated the 
problem ot ilioice when future income 
and eonsimiptioii streams might grow 
un.steadtly or change their pattern be¬ 
cause ol technological change or othci 
untoresecii deselopments, and torinu- 
iated the pioblem ol maxmiising an 
objective tunction defined over such in¬ 
come orcon.suniption streams |Sen I960; 
chapter Vll] 

Besides the qualifications noted above. 
Sen took into account .several other com 
plexities First, he recognised that when 
Wc deal with more than one commodity 
the value of the estimated suiplus and ol 
the rate ot giowth of consumption and 
output would depend on the price vector 
u.sed to weight the commodity bundle 
This price vector can change with a change 
in tastes, an exogenous change in tech¬ 
niques or a change in the rate of discount 
used to rendei tlu.' streams ot costs and 
revenues compaiable, and hence to value 
the capital stock Working m Cambridge 
in the late l9S0s. and in close personal 
contact with Juan Robinson. Piero Srafla, 
Luigi Pasinetii and PierangeloGarcgnani. 
he was aware ol the controversy surround¬ 
ing the valuation ot capital and its mar¬ 
ginal productivity, but he was not prima¬ 
rily concerned with those issues in his 
hook (.Sen 196()- chapter 11. 


From the point of view of gaining a- 
perspective on his later work, his citation 
of a second, though partly related, class 
of complications is far more significant 
l.Sen 1960:88): 

Apart from the difficulty introduced by 
changes in tastes and preferences over 
nine, theie is the problem that the relative 
pnees are not independent of the distn- 
buiion of income. In a society with in¬ 
equality, as most societies are, the relative 
pi ices may not therefore be very mcan- 
ingtul, and wc should not attach too much 
importance to the aggregate figures, con- 
vcnlionally measured, as rctlecting total 
Hows of goods and services weighted ac¬ 
cording to their relative social usefulness. 
This IS another thing that makes it difficult 
to have precise preference calculations. 

Finally, .Sen sounded a note of caution 
prefiguring the direction in which much 
ol his later research would move (Sen 
1960;8()1; 

A simple entenon ul output - or suiplus- 
rate maxiiiiisatiun ai given prices is sure 
10 involve some rather naive assumptions 
about economic tacts or social values, as 
wc have .seen earlier. It wc wish to know 
what wc are doing when wc are choosing 
a particiil.'ir technique at a paiticular point 
ot time wc really have to work out all these 
things wc have been discus.sing. If ihc 
approach is complicated it is because the 
real world is not simple. 

His laici work concentrated on illumi¬ 
nating how .siK'ial values can be fruitfully 
cjptuied in the choices made by any 
decision-maker for a collectivity, be it a co¬ 
operative run by workers (Sen 1966/1984), 
be It a family ot peasants deciding on who 
should work on the farm, and how hard, 
and who should seek his fortune outside 
l.Scii 1966/1984), or be it planners and 
policy-makers in any society. Sen rarely 
essentialiscd the nature of actual .societies: 
he took on board differences in incomes, 
tastes, needs and requirements lor provid¬ 
ing opportunities tor developing the ca- 
pabiiiiics of different persons, groups or 
clus.sc.s (most ol these preoccupations arc 
c.ipiurcd in the es.says collected in Sen 
19X2 and Sen 1984, but. of course, in 
many of his other writings, some of which 
I will refer to).' 

At least si lice the day s of Jacques Necker, 
the mim.stcr of Louis XVI of France, social 
scienti.sts, policy-makers and publicists 
liad analysed the conditions of the poor, 
and suggested various remedies for 
poverty alleviation. However, most of this 
work had remained outside the purview 
ot the ‘high theory’ of main.strcam eco¬ 
nomics. Although siKial historians pro¬ 
vided plentiful information about the lives 


of the poor, most economists treated the 
poor and the deprived as a rather un- 
diHerentiaied mass. Sen now moved in to 
pul a structure on the economic analysis 
of the poor and the underprivileged, and 
uncover the many ways in which they get 
a bad deal from unequal societies. His 
concern with the poor, of course, goes 
back to his earliest writings and his first 
book [Sen 1960). It can be claimed that 
Sen never entirely gave up reconnoitring 
any bit of conceptual terrain he had earlier 
.surveyed. This, of course, applies espe¬ 
cially to his work on welfare, deprivation 
and social choice. 

One exception .seems to be some of his 
early work on aggregative models of 
planned and capitalist growth. I refer here 
specincally to the so-called Raj-Sen model 
and to the model of unstable growth under 
capitalism that he pre.sen(cd in 1962 to 
the International Economic Association 
Conference on the theory of interest rates 
[Sen 1965/1970).’ 

The Raj-Sen model tackled the problem 
ofliow to allocate a given value of foreign 
exchange resources, in the presence of 
limited export possibilities. Four sectors 
arc distinguished: the consumption gmids 
sector (designated as C), a sector pro¬ 
ducing raw materials and intermediate 
goods (R) and a sector producing invest¬ 
ment goods foi sector C (designated as R) 
and riiially a sector M producing invest¬ 
ment goods (machinery) tor itself and for 
sectors 1 and R. The re.sults obtained by 
Raj and Sen strengthened the general con¬ 
clusion of the F'eldman-Mahalanobis 
model of planning, viz, that a larger al¬ 
location ot invcstible resources to (he 
capital goods .sector would raise the rate 
of growth of the economy. It also gave 
a theoretical underpinning to the conten¬ 
tion of Mahalanobis and other lop policy¬ 
makers around that time that, for instance, 
if you wanted to raise the rate of growth 
of agriculture (predominantly a consump¬ 
tion g(X)d-producing sector), under con¬ 
ditions of a binding foreign exchange 
constraint, it is better to allocate foreign 
exchange for importing machinery and 
technology to build up capacity for ex¬ 
panding the capacity for fertiliser pro¬ 
duction, than to import fertiliser-producing 
machinery, or fertilisers to fxMist agri¬ 
cultural production. However, with the 
relative values of parameters assumed in 
the model, the capacity of the sector pro¬ 
ducing intermediate goods might turn out 
to be the limiting variable, and slow down 
the adjustment to the eventual steady- 
growth state implied by a given allocation 
of foreign exchange resources as between 
the different sectors. 



Inalatesrpapw,AtKit^(l%9}i)iiMi^ 
out certain limitations to the posing of the 
prublemofchoice in ttemodel. After taking 
into account allocation directed by shadow 
prices he obtained a solution characterised 
by a convex combination of the ratios of 
the surplus allmted to the different sectors, 
in place of the predominantly corner so¬ 
lutions obtained by Raj and Sen <1961) 
(cf also Cooper (1983) for extensions of 
the Raj-Sen model). In this model, as in Sen 
(1960), and in some other papers published 
in the 1960s, questions of intergcnerational 
allocation of resources figured promi¬ 
nently. To Sen, a reasonable answer to such 
questions seemed to demand a careful 
consideration of welfare judgments and 
not just mechanical calculations of rates 
of growth implied by various combinations 
of savings, sectoral-output ratios and other 
constraints (such as transversality condi¬ 
tions) allowed for by the model-builders. 

In his model of capitalist growth. Sen 
(1965/1970) tackled the is.sueut Harrodian 
instability, lie showed that in Harrod’s 
mcxici, it the price level was allowed to 
vary, but the money rate of interest was 
fixed by (he authorities, tlien with a given 
rate ol inflation, there exists a rate of rise 
ol money wages that equalises the war¬ 
ranted rate to the natural rate (in the Harrod 
model the natural rate equals the sum of 
the rates of population growth and Harrod- 
neutral technical change). Sen contended 
that this way ot resolving the Harrodian 
instability problem was an alternative to 
the neiK'lassical and the iieo-Keyncsian 
postulates for resolution of that problem. 
In the neoclassical Solow-Swan mixlel. 
the techniques u.scd vary in response to 
changes in prices and thus equali.sation 
between warranted and the natural rates 
is guaranteed, by assumption. In (he 
Kalecki-Kaldor-Robin.son models shares 
of wages and profit would change so as 
to equalise the savings generated to the 
rate of investment required to alio w growth 
at the natural rate. In the Sen model it is 
the variation of money wages which 
equalises the warranted and natural rates. 

However, Sen then pointed out that the 
Harrodian stability requires not just the 
equality of (the warranted rate of 
growth) to G„ (the natural rate of growth) 
but also of G„, to G (the actual rate of 
growth). In a capitalist economy, how¬ 
ever. G is driven by the actual investment 
decisions of atomistic investors. Suppose 
these investors have an investment func¬ 
tion and do not simply passively adjust 
their investment to the savings required 
to equalise G„ and G^ (how would they 
do that anyway, without a co-ordinating 
agency?). In that case, whenever * G„, 
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cess that wilt bring towards G. will cake 
G away from GJ’ [Sen 1%5/1970:229). 
Fuithermqre, the assumption of G^ being 
continuously equal to G means that 
whenever G^ rises (falls) with a rise (fall) 
in the rate of interest, “we find ourselves 
claiming that a rise in the interest rate 
stimulates growth and a fall discourages 
It” (ibid). I find one of the main conclu¬ 
sions of this paper useful for understand¬ 
ing the later trajectory of his work: 

If growth theory is to have any relevance 
to policy, it cannot do without an invest¬ 
ment function, and once that is given a 
fair play, it is ea.sy to recognise that any¬ 
thing that reduces the ‘knife-edge’ bal¬ 
ance between G and will (end to 
highlight the 'knife-edge' balance between 
G and G,, (Sen 1965/1970:230). 

Sen may have felt that searching for a 
credible investment function for a c^ita- 
hst economy which can still be fitted into 
a manageable model of growth is akin to 
the search for the Holy Grail (or shall we 
say, the true birthplace of l,ord Rama?). 
He was also bothered by the assumption 
of homogeneity of capital goods implicit 
i n most growth models, including, of course, 
the Solow-Swan mrxfel. Apart from the 
objections advanced by Joan Robinson. 
Piero Sraffa, Luigiy Pasnietti and 
Pierangelo Gareguani, Sen (1970a: 24) also 
cited the result of Hahn (1966). 

that the existence of two or more vancties 
of capital goods makes the problem of 
convergence to steady growth deeply 
pioblematic. [With diffenng rates of capi¬ 
tal gains of different assets] the growth 
path may be indeterminate and not all 
paths will converge to balanced growth. 
The simplification achieved by the homo¬ 
geneity assumption appears to be obtained 
at a very high cost. 

The new growth models which have 
been recently constructed, following (he 
lead of Lucas (1988) and Romcr (1986) 
and the earlier work of Allyn Young, 
Gunnar Myrdal and Nicholas Kaldor suffer 
from the same range of problems. But many 
economists seem to be unable to do without 
'(he clever dodge’ of avoiding the presence 
of an independent and credible investment 
function in their growth models! 

Ill 

Moving from Aggregative Growth 
Problems to Issues of Social Choice 

Be that as it may. Sen has, to my knowl¬ 
edge, never gone back to his work in this 
area. He has reprinted several papers dating 
from the !96()s in Sen (1982) and Sen 


(19M) but not the paper on (be 
model nor the paper on Harrod’s problein. 
nor also his ’Introduction’ to Growth 
Economics. 1 also find very few references 
to this work in his later papers or books 
[cf Sen I984a:20, n 57). 

Instead Sen focused his attention on the 
social mechanisms that influence people’s 
behaviourwith respect tosaving[^ 1961/ 
1984,1967/1984) and to work [Sen 1966/ 
1984, I966a/I984). He also moved to 
examine the nature of social values and 
social choice and made himself the most 
innovative .successor of Arrow (1951) in 
that field. While engaged in this endeavour, 
he also sought to bridge the distance 
between ‘social values' and ‘economic 
facts', a subject (hat had engaged his 
attention from the beginning of his career. 

In his paper, ‘Optimising the Rate of 
Saving' |Sen 1961/1984), he attacked the 
solutions based on individuals maximising 
their utility on several grounds. First, they 
did not embody ‘consumers’ sovereignty’: 
how can the present generation represent 
(he 'sovereign' consumers of tomorrow 
whose fates were going to be decided by 
the savers (or non-savers) of today? How 
can such a solution be democratic either, 
since again the future generation is not 
repre.sented among today’s decision¬ 
makers? The decision about saving 
necessarily involves a political choice 
because everybody’s welfare is going to 
be affected by what everybody else does. 
For analysing the nature ot this indepen¬ 
dence. Sen introduced the concept of the 
‘isolation paradox’. A person may save 
more today if she knows that B is also 
going to save more, but not if she has no 
such knowledge. For while A cares about 
the welfare of the future generation, she 
thinks that her saving alone is not going 
to make much difference to that welfare 
whereas other persons also saving more 
is going to make a big enough difference 
for her to give up a larger pan of her 
current consumption. This phenomenon 
of (wo different kinds of behaviour in the 
two cases was dubbed the ‘isolation para¬ 
dox' by Sen. 

In his later paper on ‘Isolation, Assur¬ 
ance and the Social Rate of Discount’, Sen 
(1967/1984) identified the purely indi¬ 
vidualistic resolution ot the ‘isolation 
paradox’ with the non-co-operative solu¬ 
tion in the Prisoner’s Dilemma game, and 
more generally with the solution of an 
n-person non-co-operative game. Sen now 
formulated an alternative game, in which 
all individuals expect all the others to do 
the ‘right thing’, that is. save more for the 
next generation, and accordingly do the 
right thing them.sclves. This situation was 


5 1998 


3141 



characterised by him as the 'assurance 
problem’ (or the ‘assurance game’). In the 
absence of such assurance a market-based 
solution might easily produce a rate of 
saving which is considered too low from 
a political point ol view. One way out of 
that dilflculty would be for the legally 
constituted authorities toenforce ascheme 
of compulsory saving. But if the savers 
are knowledgeably playing an ‘assurance 
game’ then such uut.sidc enforcement is 
no longer ncce.s.sary. 

The general conclusion from tlie.se papers 
is that is.sue.s such as the choice of the 
national rate ot saving, the choice of the 
appropriate shadow prices lor programme 
evaluation, or selection ot ‘appropriate’ 
technologies are necessarily political in 
nature, and involve the recognition of 
informational and operational constraints. 
This way ot approaching these range ot 
problems was given a strong formal foun¬ 
dation in his masterpiece. Collective 
Choke and Social Welfare, finished by 
I Wand published in 1970 [Sen 1970b). 
This approach was also reflected in the 
new introduction he wrote to the third 
edition of Choice of Techniques [Sen 
1968/1984), in his Kandy conference paper 
[Sen I97()d), the UNIDO Guidelines for 
Project Evaluation, he authored in 1970 
jointly witli Partha Da-sgupta and Stephen 
Marglin [Dasgupta. Marglin and Sen 
1970). and the defence ot those Guide¬ 
lines again.st the alternative method ol 
evaluation written lor the OECD by IMD 
Little and James Mirrlecs [Little and 
Mirrlees 1969. .Sen 1972/1984]. 

In Sen (1968/1984). it was argued that 
the problem ot the choice of techniques 
in developing countries arose bccau.se 
saving rates of tho.se countries were sub- 
optimal, judged by mn.st rea.sonable cri¬ 
teria. Furthermore, sectoral choices of 
techniques could be made rationally only 
if it was made quite clear what constraints 
on planners' preferences and on the space 
ol available technologies were being 
imposed. This approach was then used to 
set out systematic guidelines for project 
evaluation which were presented in 
Dasgupta. Marglin and Sen (1972). The 
Little-Mirriees criterion essentially re¬ 
jected the arguments derived from the 
Meade-Lancaster-Lipscy conceptuali- 
.sation ol the problem of the second best, 
and was based on the thoroughgoing 
application of so-called world market or 
border prices to tradables and those non- 
tradahles which made use of tradables. 
Sen (1972/1984) e.ssentially argued that 
a project evaluator in a developing coun¬ 
try cannot assume that there are competi¬ 
tive markets for mo.stinputs or outputs that 
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he is concerned with, or that most of the 
functions of the builders and decision¬ 
makers involved in the project can be 
carried out without invoking reactions that 
may change the parameters of the project 
or that may impose substantial transaction 
costs. Sen’s crucial criticism against the 
Little-Mirriecs criteria centred on the 
question ot what was to be regarded as 
a traded good. In a world in which there 
are many legal (and non-transparent and 
customary) restrictions on trade, it does 
not appear to be sensible to proceed with 
the evaluation of a project as if such 
restrictions do not exist. More generally, 
.Sen argued that Little and Mirrlees pro¬ 
ceed as if governments consi.st entirely of 
technocrats who arc determined to act 
‘sensibly’ (supposing that ‘sense’ could 
be sensibly defined in the first place). In 
his method of evaluation. Sen would incor¬ 
porate the constraints under which govern¬ 
ment or a planning department works. 

In some W9.ys,Emplovinent, Technology 
and Development [Sen 1975], written in 
1973 for the ILO. was the la.st of the 
planning exercises carried out by Sen. In 
this hook he u.sed his earlier studies on 
the allocation of work in peasant families 
and the differences in entitlement to in¬ 
come (according to participation in work 
or according to family affiliation alone) 
to problematise the notion of surplus 
hibourand its measurement in rural areas. 
He also u.sed a distinction between con¬ 
tribution of labour to production, her en¬ 
titlement to income and her perception of 
herself as being employed or unemployed 
to show that the measurement of unem¬ 
ployment is not such an ‘objective’ or 
unambiguous procedure as it was assumed 
to be. Basically, social arrangements 
including the nature ot the family (nuclear, 
joint or line-age systems), the degree of 
commerciali-sation of economic activi¬ 
ties and the extent of wage labour would 
influence the way unemployment is per¬ 
ceived and measured [cf Sen 1973a). 
Policies would also have to be modulated 
according to the variations in these cir¬ 
cumstances, and of course, in the objec¬ 
tives pursued by the decision-makers. In 
a similar way. Sen perceived that ‘dual¬ 
ism’. namely, a gap between wages of 
similarly qualified labour in urban and 
rural areas (or more generally, between 
a privileged and an underprivileged sec¬ 
tor) could also have multiple origins. Ac¬ 
cordingly, the ways in which such dual¬ 
ism would be taken into account forcvalu- 
ation of projects and technologies would 
also vary from case to case. Sen’s achieve¬ 
ment. as in most other areas of his work, 
was not simply to point to the complexi¬ 


ties of the choice problem but also to 
make precise the nature of those com¬ 
plexities. 

IV 

Complexify and Problems of 
Choice: Toming Welfare 
Economics Inside Out 

Great theorists, mediocre model-build¬ 
ers and decision-makers in a hurry often 
try to obtain their results by means of 
strategic or heedless simpliHcation. as the 
case may be. In building som^ models 
Sen also has had to resort to simple struc¬ 
tures or parables to illastratc or elucidate 
a vital point. But his method has almost 
always been to rccogni.se the complexities 
that obscure the simple point and then 
patiently unravel them. 

We can watch him doing this as he 
tackles the issues of choice of techniques, 
choice of technology, method of evalua¬ 
tion of projects, .setting up sensible 
programmes for providing more employ¬ 
ment in le.ss developed countric.s. In Sen’s 
world, the complexity arises from the need 
to make precise the nature ot the objec¬ 
tives of individuals and the coastraints 
under which they opetate [cf Sen I970d]. 
But Sen has ai.sn been continually aware 
that in any society (even under a dicta¬ 
torial or authoritarian regime) we are 
dealing with a community of individuals 
with different tastes, needs, expectations 
and life chances. How to get a decision- 
rule or a defensible way of formulating 
issues of social or governmental policy 
has been a major concern of Sen ’ s through¬ 
out his career. 

Sen has tried to find out both whether, 
in spite of all this complexity, simple 
decision-rules could exist, and whether 
rules or procedures that look simple or 
incontrovertible turn out to be muddled, 
inconsistent or unhelpfully complicated, 
on closer examination. We have seen how 
a possibly unanimous and democratic pro- 
c^ure can emerge when individuals play 
an assurance game. Amither case, which 
Sen examined in an early article [Sen 
1959] is that office will versus determin¬ 
ism. I^ilosophers such as Karl Popper and 
Isaiah Berlin argued that no deterministic 
prediction in human affairs can be logi¬ 
cally valid because the prediction itself is 
likely to change the behaviour of the 
subjects concerned. Sen argued.in/ern/ui, 
that even if predictions, for example of 
stock market prices, alter people’s 
behaviour, under certain conditions, a fixed 
point located at the predicted position 
would exist and therefore a determin¬ 
istic prediction could be valid even if 



people betoved vA Tcacted to ik 
pie^ction made. (A ^milu argumenihad 
been advanced in the context of election 
predictions by Simon 1954/1957.) 

In a paper jointly authored with W G 
Runciman, Sen had equated Rousseau’s 
concept of the ’general will’ with the 
solution of a collusive or co-operative 
n-person game as contrasted with the 
‘will of air which is the .solution of a non- 
cooperative game with all agents 
atomislically pursuing their .self-intere.st 
fRunciman and Sen 1965]. In these 
papers. Sen was demonstrating the differ¬ 
ences in results that occur when we care- 
lully distingui.sh between individualistic 
and collu.sivc behaviour, and between 
models that take into account the infor¬ 
mation about the structures of preferences 
and corj.straints. and models Aat do not. 
Extended uses of such demonstrations 
would recur in his subsequent writings. 
There is one paper in particular which 
contributed powerfully to the rich con¬ 
ceptualisation that enabled Sen to connect 
wcllareeconomics, .social choice and what 
can be termed the human science of de¬ 
velopment. 

In Sen (1966b), he disputed the Humean 
proposition that lacts and values are 
categoncally diflerent and that it is im- 
pn.ssible to deduce value judgments from 
factual propositions alone Sen had basi¬ 
cally two sets ot arguments for doubling 
the elficacy of Hume’s Law. The first was 
that tew value ludgments arc really as 
basic as ‘thou shall not kill'. If a white 
American believes that privileging the 
white man is a basic value of civilisation, 
he might change his judgment if he were 
made to seriously masquerade as a black 
man for an extended period. Secondly, 
most value judgments are based on a 
combination of a preferred ranking of 
situations and a belief about the facts of 
the world and the way tho.se facts influ¬ 
ence or connect with other relevant facts. 
These value judgments can be disputed if 
the twofold beliefs about the facts of the 
case can themselves be disputed (cf also. 
Sen 1970b, chapters 5 and 9). Disputing 
the validity of the watertight fact-value 
compartmentaJisation is pact of the grand 
conceptual strategy that allowed Sen to 
break out of the confines of old and new 
welfare economics, and connect social 
welfare judgments with issues of human 
deprivation and capability, and of free¬ 
dom in a world of necessity. I will argue 
later that when we take account ot his 
scrutiny of the philosophical foundatioas 
of neoclassical economics. Sen’s work 
amounts to refounding economics as an 
integral branch of the human sciences of 


devdopment tmd fecoveriot die ridi 
concerns with human destiny and freedom 
that motivated the work of Adam Sndth 
and Karl Marx. 

The so-called ‘new welfare economics’, 
in spite of interesting contributions by a 
number of authors, had seemed to reach 
an impasse. On the one hand, there re¬ 
mained a group of ‘individualists’ (this 
may not be the best way to characterise 
them, but it will do in this context) who 
ruled out all interpersonal comparisons. 
For them only the Pareto principle re¬ 
mained; all states of affairs in which no 
person could be made better off without 
making somebody else worse off are 
equally good. Only a state of affairs in 
which at least one person is better off 
while the others are at iea.st as well off as 
before could be pronounced belter than 
the other states of affairs. But this left the 
question of income distribution hanging 
III the air: no economist could recommend 
a change on ‘objective ground’ if it meant 
taking away one rupee from a billionaire 
in ordertobenefit a starving woman. Those 
who thought that interpersonal compari¬ 
sons of utility or welfare could be made 
evolved so-called compensation criteria. 
However, these criteria often produced 
inconsistent results. Moreover, supplemen¬ 
tary propositions to strengthen the com¬ 
pensation criteria proved to be inadequate 
to produce a complete ordering of the 
range of choice. 

There seemed to be another way out of 
the dilemma posed by the weakness of the 
(acceptable) Pareto principle in ordering 
the space of social states and the incon¬ 
sistency and incompleteness of the order¬ 
ing produced by the compen.sation critena 
advanced by Hicks, Katitor and Scitovsky, 
supplemented by further desiderata of 
choice proposed by Little. This is the 
formulation of a social welfare function 
along the lines proposed by Bergson (1938) 
and .Samucison (1947). However, the 
startling Possibility Theorem, which is 
better called the impossibility theorem, 
proved by Arrow (1951) showed that it 
is impossible to derive a cimsistent social 
ordering from reasonably behaved indi¬ 
vidual preference functions if that social 
choice function or ordering is to satisfy 
certain very reasonable-seeming condi¬ 
tions. One. forexample, was the condition 
that no single person’s choice aloneshould 
decide tlie social choice. In a critique of 
Arrow’s result. Little (1952) argued that 
it was iirelevant to welfare economics 
because Arrow took individual values to 
be given, whereas it is the function of 
democratic politics to allow competing 
values to suiface and competing claims to 
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the mi^ty. However, little dM not 
indicate howpeople can engage inaserious 
discussion of competing values or pnf- 
erence systems, without ending op in back* 
to-the-wall positirms such as. A: *I like 
black’ and B; ‘I like white’, and ending 
the possibility of all further discussion. 
Furthermore, majority decisions were 
found generally to be inuxnsitive and 
cyclical in nature. .Sen and Pattanayak 
(1969/1982) showed that if every triple of 
alternatives X. Y and Z satisfies the 
‘extremal condition', vi/. that ‘if someone 
prefers X to Y and Y to Z. then Z is 
uniquely best in someone's ordering if and 
only if X IS uniquely worst in his ordering’ 
{.Sen 19706:1691, then the method of 
majority decision produces a transitive 
social ordering. Similar other conditions 
for the method of majority (fecision to 
produce a social ordering or a social welfare 
function have been produced ISen 1977/ 
1982:160-64]. 

The technical virtuosity displayed by 
Sen when he modified and extended 
Arrow’s framework should be .surveyed 
by a properly qualified specialist in wel¬ 
fare economics. What I want to do here 
is to point to the three-pronged attack Sen 
mounted and thereby demolished the 
grounds for Little’s (1952) scepticism 
regarding the Arrovian framework and 
breaching the impasse in the so-called 
new welfare economics we noted earlier. 
First, he showed that welfare judgments 
that become embodied in social decisions 
arc necessarily political, and politics, and 
democratic politics, necessarily involves 
putting re.strictions on people’s prefer¬ 
ences (such as ‘eating people is wrong’). 
Secondly, he showed the relevance of 
interpersonal comparisons in making social 
choices. He had been independently 
moving in this direction since the begin¬ 
ning of the I960.S, hut he acknowledged 
the influence of the seminal work of John 
Rawls, who had introduced different 
individuals’ access to primary goods rather 
than their utility or satisfaction as the 
foundation of a theory of justice.^ 
Thirdly, Sen brought in the facts of the 
real world into welfare di.scussions (a) by 
distinguishing between basic valu^ and 
non-basic values, (b) by showing the 
obvious relevance of facts in deciding 
questions of non-basic values, and (c) by 
pointing out that many of our suppos^ly 
basic values ate vulnerable to criticism on 
the grounds of their opacity, their change¬ 
ability, and very often their unsuspected 
grounding in beliefs about the real world 
which are simply false or at least doubtful. 
His massive researches into poverty, fam- 
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ines and human deprivation can be seen 
(0 be grounded in the freedom he obtained 
by breaLhing the lonrining limits ot the 
old-fashioned ‘new \scltarc economics’ 

Many .idheienis of liberalism, tor ex 
ample, I lonci Robbins had believed that 
inleipcisoiial comparisons are illegitimate 
in economics Implicitly, most of them 
howcvci had connected the lompetilivc 
equilihnum with the aiuinment of Pareto 
efficiem > under certain conditions it can 
be shown that in an exchange economy 
a Pareto-cllicicnt configuration is also an 
equilibrium under the rules of pure com 
petition and that conversely a piirclv 
conipetitiyecquilibnuiiiisPareto efficient 
In a powerful theoiern however Sen 
(I97(k/I982) pioved that no libeial who 
belieyes m the sanctity ot indtvidual 
preferences lan also believe that eveiy 
Paieto supcrioi state should be acceptable 
to society 

1 his paper is c lovely coniiccled with his 
scrutiny of the Arrovian possibility theo 
lem and its lousins Sen proved that il 
liberalism consists in respecting individii 
als' prelcMeiiccs (sue h as allowing a person 
to sleep on hei face lathci than on her 
back) then a social choice function (i e 
a function that picks the best not neccs 
sanly unique outotallpossibleordenngs) 
protecting such pietcienccs docs not 
exist (Sen 1970/19X21 Many of the hb 
eral economists who believed that all 
interfiersoiial comparisons are illegitimate 
but that bv sticking to the Paieto prmc ipic 
(nainelY th.it a soci il otdenng is supciioi 
il at le.ist one (Kison is better oil under 
It and nobodv is woisc olf) they would 
sad Ihiough would then be in a bind I or 
It would apix'ii tlut inajoiity decisions 
(the form of dee ision making preferred bv 
libeial democrus and by most othci 
democrats as well) would violate the 
pnnciple of liberalism Sen s mterpreta 
non of this lesiilt is that the ultimate 
guatante'e lor individual liberty may rest 
not on rules (or social choice but on 
developing values that respectcachother’s 
peisonal choices [Sen I97()c/19X2 2891 
When put togethci with the metho 
dologie il principles of neoclassical eco 
nomics which do not permit compansons 
of intensities of piefcrenccs or the welfare 
of dilfcrent individuals. Sen (197) 9 I)) 
showed that the P.ireto principle i an pro 
duce othei pei verse results Suppose that 
among the conditions lequiied lor the 
original Airow possibility thcoicni, that 
of transitivity of scKial oidermg R is 
relaxed and that only scKial pmleicnee is 
assumed to be transitive, and that all scKial 
sutes which are not strictly prelcired to 
some other are considered to be mdi I lei ent 


(this implies that some states are not Pareio- 
comparable) Then Sen’s Theorem I I 
showed that the only functional relation 
mapping individual preferences into a 
social welfare function "must make all 
Pareto-incomparablc states socially mdif- 
lercnt" (.Sen 1971 10] This meant that 
merely using the Paieto pnnciple is a very 
c.udc guide to social welfare judgments 
Sen's theorem on the impossibility of 

I Paretan liberal did not go unchallenged 
(tor references to the subsequent literature 
up to 1976 see Sen 1976/198)) One 
particularly appealing solution seemed to 
be provided by Guhhard (1974) who 
showed that a person’s right to the exer 
else of her prefeienccs can be waived it 
It conflicts with other people’s rights of 
the saire kind or if it conflicts with the 
Paieto principle However, Gibbard’s 
lesolulion ot the problem requires that 
cveiybody is informed about the exact 

II iturc ol other people’s nghts and that 
the moiiv.ition lor people’s preferences 
(whether thev are meddlesome or vmdic 
live) IS also known Fmin Ins examination 
ol the Oibbard resolution of the Pareto 
libertarian conflict, .Sen concluded 

llic liindameiual issue really is whcthci 
individual preference orderings alone 
piovide enenigh ot a basis lor a social 
(uclgment without going into the causation 
ol ind the motivation behind these 
piefetenccs To .ixe invariably personal 
rmhts over assigned pairs (ol social states 
A B) and never the Pareto principle 
when they conflict as Gibbard s system 
does seems to me to be hard to justify 
(Sen I97(./1982 )02 also Sen 1979/1982 
)4() 46) 

When Sen proved the inconsistency of 
the Pareto pnnciple with principles ol 
Itbetalism tic also demonstrated the sur 
prising poverty ol the so called funda 
menial theorem of economics, vi/ that 
ev ery Parct(^c(f icient system can be shown 
to be consistent with an equilibrium in a 
iiKxicI of pure competition and conversely 
that evciy purely competitive system has 
an equilibrium configuration which is 
Pareto efficient About the same time he 
was also demonstrating the informational, 
ethical, and behavioural deficiencies of an 
.ippmach that takes individuals maximising 
their utility as its sole foundation (.Sen 
1977a/198)J The postulates ot individual 
utility maximisation, in his view, have 
provided some useful results in the Held 
ol consumer behaviour theory, but scarcely 
111 any other conceptual field One basic 
ri ason for this failure is that “traditional 
theoi) has too little structure A person 
IS given ore preference ordenng, and as 
and when the need arises this is supposed 


to reflect his interests, represent hts 'Wei* 
fare, summarise his idea of what should 
be done, and describe his actual choices 
and behaviour" [Sen 1977a/1983:991. The 
structure that Sen suggests would include 
the role of sympathy (stressed by Adam 
Smith among others), which tradiUonal 
theory can treat only as an externality, 
commitment, that is the ability to stick to 
the truth or to certain values in spite of 
the fact that such behaviour can harm a 
person’s interests, and its opposite, akrasia, 
that IS, the weakness ol will 

V 

From an Examination of Inequality 
in Human .Societies to a Human 
Science of Development 

We have seen how Sen was breaching 
the ramparts of (he narrowly confined 
space of traditional wcllare economics 
and choice theory and allowing ethical 
considerations and interpersonal value 
judgments to enter that space He was 
engaged, at the same lime, in a closer 
examination ol the nature and structure 
of inequalily in existing human societies 
In many ways his Fcoiumtcs of In 
w/Ho/irvlSen l97)|,dcliveiedasRadilittc 
lectures in 1972, was a pointei to much 
ot his later theorising and his empirical 
investigations in the closely connected 
areas of inequality and poverty He had 
already established the necessity and Ic 
gitimacy ol judgments regarding mterper 
sonal welfare He now introduced two key 
concepts as entry points into the area of 
inequality ol the human condition The 
fiisi was what he called the Weak Equity 
Axiom (WEA) (Sen 197) 18) 

Let person i have a lowci level of welfare 
than person | tor each level of individual 
income Then in distributing a given total 
ot income among n individuals including 
I and j, the optimal solution must give t 
a higher level ot income than j 

The second basic consideration under 
lying the framework used in hts book was 
“the possibility ol being in different per 
sons’ positions and then choosing among 
them Thus interpreted WEA amounts to 
saying that if I feel that tor any given level 
of income I would prefer to be in the 
position of person A (with his tastes and 
his other non-incomc charactenstics) than 
in that of person B, then I should recom¬ 
mend that B should get a highci income 
level than A" (Sen 197) 19] Sen’s cri¬ 
terion here, of course, is very reminiscent 
ot the analysis of philosophers such as 
R B Braithwaite and John Rawls, of jus¬ 
tice as fairness 

A B Atkinson (1970) had shown that. 
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populauon stze, if the Lorenz curve for 
income distribution of group A (a descnp- 
tive measure) lies entirely inside that ot 
the income distribution for group B, then 
for additively separable social welfare 
hinctions, the social welfare of the former 
gioup would be higher than that ot the 
latter (which is a normative judgment) 
Sen geneialised Atkinson s result to (a) the 
class of symmetnc and quasi concave 
social welfare (unctions which need not 
even depend only on individual utilities 
and (b) to any population group so long 
as II had similar income levels 
Howevei Sen wanted to be able to talk 
about inequality where it really hurts, viz 
among people who are obviously disad 
vantaged because of low incomes but also 
because ol ill health illitcracv and so on 
I he deviation ot his route trom that of the 
tradition il egalil irian publicist can he put 
in terms ot the tiisl golden rule ot John 
Tanner s Maxims tor Revolutionists in 
BcinaidShaws \Um and Superman Do 
not do unto others as you would they 
should do imio you Their tastes may be 
diltcrenl Sen would add and their needs 
may be dillereni Sticking to the domain 
ot the pcHit Sen did not have lo talk about 
how to make a judgment it two Lorcn/ 
curves ciossed at the upper level, that is 
to make noiinativc judgments about the 
welfate ot a Dhiruhhai Ambani as against 
that ot a Bill Oates 
The poor oi the depnved have to be 
identified and then some aggregation 
exeicise m ould have to be carried oul hor 
the identilication and aggregation excr 
CISC the first step was geneially taken to 
be the poverty line Fhat itself could be 
vanably fixed depending on the level at 
which the minimum needs of a lamily 
were pitched Once a poverty line was 
agreed upon the poor were ide ntified as 
all those whose incomes tailed to reach 
that income level Two widely used 
measures ot poverty were the head count 
ratio (HCR) vi/ the ratio ot the popula 
tion below the poverty line, and the in 
come gap (IG) viz, the deficit of the actual 
income of the poor from the total they 
would have to receive it they were all to 
reach the poverty line income level Sen 
objected to the sole use ot these tw(> 
measures The former measure was 
insensitive to the depth of poverty among 
the poor This had the implication, tor 
example, that it a policy litted the people 
just below the poverty line above it, but 
increased the misery of the other, poorer 
people the HCR would decline and give 
a misleading signal On the other hand, 
the use of IG alone would provide no 


mfQnAaSMm ibcMit (lie twtiAier of poet 
people (Sen 1973 chapters 2 and 3, S«i 
I976a/1982 373-74] 

Sen proceeded to remedy this defects, 
and formulatedanewmeasureofpoverty, P 
[Sen I976a/I982,1981 AppendixC] Let 
z be the poverty line, q the number of total 
number of people in the community Then 
the head-count ratio, H - q/n If Y, is the 
income of person i among the poor, then 
g, = z Y, IS his poverty gap, g = £g, is 
the total poverty gap, and I = g/qz is the 
poverty gap ratio Then Sen’s measure 
P = H[I + (I-I) Gl, 
whete G IS the Gini-coefficicnt of distn 
bution of incomes ot the poor 
Sen (I976a/I982) showed that this 
lormula satisfied several desirable pro 
pertics VIZ that (a) given other things a 
reduction in income of a person below the 
poverty measure must increase the pov 
erty measure (b)aweaktransterot income 
axiom such that the transfer of income 
liom a person below the poverty line to 
iiiyonc who is richer must increase the 
poverty line provided that the transferee 
continues to remain below the poverty 
line and (c) P is insensitive to an increase 
111 the income of a non poor person Sen’s 
desiderata and variations on them have 
been used by other theonsts and other 
measures satisfying them have been de 
vised The most widely used of these 
Pleasures seems to be the I osier Gicer 
Ihorbeckc index [loster Greer and 
Ihoibccke 1984/199 ;j 
Sen of course was not concerned sim 
ply with the measurement ot poverty In 
Sen (1973) he discussed questions of social 
policy in the light of the distinction be 
tween deserts and needs a distinction he 
traced back to Marx sCrttique of the Gotha 
Programme [Marx 1875/1970) He also 
analysed the expcnencc of the Chinese 
C ommunist Party when it med during Ihe 
(ireat Leap Forward of 1958-61 lo re 
place matenai with non material incen 
lives The expenment was attended with 
disastrous consequences, not all of which 
could be attributed to the effect the incen 
live system had on work motivation But 
It had lo be given up anyway During the 
pciiod ot the cultural revolution, the 
Chinese, under the leadership of Mao 
2^dong, (ned lo alter the values ol the 
workers thus in Sen's formulation re 
placing the Prisoners’ Dilemma game, with 
the Assurance Game The mixed results 
obtained from that nationwide cultural 
experiment again could not be atinbuted 
entirely to the cultural revolution itself 
[Sen 1973 chapter4,Senl982a,Scnl983a] 

In his Radcliffe Lectures, besides issues 
of measurement and structures of iiwqual- 


Sea alto waoied to 
of the policy issues, especially in 
context of the socialist economy” (Sw 
1973 2] I have referred to his analyas of 
relative merits of allocation of income in 
accordance with needs and deserts m a 
socialist economy (but more generally in 
any society valuing egalitariamsm, or 
human development in general) Chie other 
interesting policy issue bnefly touched on 
bySen(1973 78 79) was that of a national 
health service versus health insurance. 
Arrow (1963 205) pointed out that if the 
pnvate insurance maikcts were perfectly 
competitive (which, because of problems 
of adverse selection and moral hazard, 
they cannot be) those in gioups of higher 
incidences of illness should pay higher 
premiums’ Sen continues 

I'his means that those with a higher in¬ 
cidence of illness would end up with less 
income net of insurance premiums * 1111 $ 
IS of couise precisely what a national 
health service run indcpendenlly ot mar¬ 
ket prornabilily can avoid But what is the 
rationale of avoiding it ’ Precisely the needs 
principle which we have been examining 
Anill person has identitiably greater needs, 
and by spending more money on him the 
society would give him a greatereftective 
income which is precisely inline with the 
Weak hquity Axiom 

An issue that has come up repeatedly 
in Sen s work is that of relative versus 
absolute poverty and more generally of 
relative versus absolute deprivation [see, 
for example Sen 1981 15 17 Sen 1983/ 
1984) It would appear at first sight that 
relative deprivation has nothing to do with 
absolute deprivation However, there are 
certain kinds of goexfs which decline in 
value when other people also claim them 
the enjoyment of an uncrowded beach is 
an example There arc more serious jos¬ 
tling effects of olhei people’s activities 
Die nsc of a multisloned block next to 
a one-stoned house can shut inhabitants 
of the latter out of sunshine and free flow 
ot air The requirement that every child 
should have access to a computer at home 
can retard the educational development of 
the poor children Ekrnial of knowledge to 
the underpiivileged can bccuine the basis 
of the contrast between the poor and the 
nch, as Neckcr pointed out in the 1780s, 
and of class divisions in a capitalist so¬ 
ciety as Marx (1861-63/1960 296-98) 
noted in his commentary on Necker 
From an analysisof inequality and issues 
of measurement of poverty Sen moved to 
an enquiry into the causes of famines His 
first venture in this direction, contributed 
to EPW [Sen 1976bl was expanded into 
a book [Sen 1981), which became a forp'* 
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runner of a decade-long analysis of en- 
titlcmenis and rights, freedom and human 
capabilities and the massive organisation 
of a series of studies on the political 
economy of hunger (Sen 1977a, 1981, 
1981a, 1983, 1983/1984, Dreze and Sen 
1989, Dreze and Sen 1990,1990a, 1991 ]. 
He started from the normative concept of 
entitlements as a theory of justice, and 
private property rights (Nozick 1974], but 
changed its focus to that of a descriptive 
theory of who gets what and how. A person 
in any siKiety has certain endowments 
(labour power, land, financial as.seLs, skills) 
which .she can directly use to obtain goods 
and .services she desires, or can trade them 
or the outputs prrxluced with their help, 
in a formal or inlormal exchange with 
others to procure her preferred bundles of 
goods and services. Thus arises the idea 
of ‘exchange entitlements'. But not all 
entitlements consist of such endowments; 
a child’s entitlement in most societies lies 
at the di.spcnsation of parents. In pnipcriy 
organised welfare slates, ihc stale tries to 
correct gross dereliction of duty on the 
part ol the parents. But in organi.scd 
.societies. Ihc basis of all entitlements is 
the legitimacy of claims of the person 
concerned. In many slave scKieties (not 
all), lor example, the slave had a right to 
sustenance by the master, and not to be 
punished unjustly by him. 

,Scn traced Ihc roots ol starvation and 
famine in most cases to a tailure of en¬ 
titlements and more narrowly to that of 
exchange entitlements rather than to the 
lack of availability of food. The sudden 
collapse ol purchasing power bccau.se ol 
lack ol employment, especially rural 
employment, caused by Hoods, drought or 
war, can lead to prolonged starvation and 
famine even when enough food is avail¬ 
able in the region to stave off starvation. 
Where commercial agriculture has not 
penetrated, people often mainly depend 
on their own production and on gathering 
pnxluce from the fields and rivers. The 
closure of these avenues of subsistence to 
particular gniups, paradoxically enough 
through the privatisation or state take¬ 
over ol common properly resources in the 
interest of trade and commerce, can cau.se 
.starvation among those groups. Sen’s 
innovation lay in the unification of all 
these sources of deprivation under the 
generic rubric of failure of entitlements 
and creating an analytical structure appli¬ 
cable to them. 

Famines are an extreme form of dep¬ 
rivation - the denial of the right to live. 
But in their daily existence people suffer 
from ill health, malnutrition, 
homelessness, illiteracy and early death. 


It is to the aspects of ill twahh, malnu¬ 
trition and early death that Sen turned his 
attention. In this enquiry he came up with 
the stark fact that halfof humanity, namely, 
women suffer more than men from all 
thc.se varieties of deprivation in most 
countries - but most oppressively in 
countries of .south and west Asia. Hie 
studies organised under the leadership of 
.Sen and Jean Dreze, Sen’s chief collabo¬ 
rator in these areas, provided a mapping 
of the extent and deprivation of women 
and men all over the world [Dreze and 
.Sen 1989. 1990a, 1990b. 1991, Ahmad, 
Dreze, Hills and Sen 1991], These studies 
also include analyses of policies pursued 
by governments and other organisations 
to tight hunger, malnutrition, ill health 
and provide social security in other forms. 
The UNDP, again with intellectual lead¬ 
ership provided by Sen. has been produc¬ 
ing since 1990 an annual. Human Devel¬ 
opment Report, to cover most of the 
measurable aspects of human develop¬ 
ment and depri-vation and especially 
women's derpivation in all countries 
covered by the UN system. 

Demographers and other students of the 
health and longevity of women had been 
aware of the endemic gender discrimina¬ 
tion in India and many other less develop¬ 
ed countries. Following the lead of Mary 
WollMonecraft, J S Mill and Frederick 
E-.ngcls, profcs.sed feminists, Marxists and 
other radical students of human .society 
had analysed male domination over women 
over all societies. Theoretically, women 
could be systematically subjected to men 
without suffering in health, nutrition, 
longevity or even education. In fact most 
of the east Asian societies would fit that 
pattern What Sen did was to link the 
deprivation suffered by women since 
before their birth (through deliberate sex 
selection favouring boys), and through 
their girlhood to pregnancy and beyond, 
to the .system of entitlements prevailing 
within the family. His idea of ‘co-opera¬ 
tive conflicts' where men and women co¬ 
operate daily but in most conflict situa¬ 
tions women sy.stematically lose out (and 
mostly internalise that loss through the 
acceptance of their supposed inferiority) 
has helped demystify family relationships. 
This demystification implies that children 
have often to be protected from the con¬ 
scious and unconscious choices made for 
them by their 'natural guardians’. Thus it 
IS not market failure alone which demands 
public correction, but familial failures and 
deprivation caused by communitarian 
demands as well that would require public 
action. 

As we have noted, Sen journeyed long 


across die terrain of utifity. {Mefeiences, 
revelation of preferences, satisfaction or 
valuation by choice, and alternatively of 
commodities as means of achieving satis¬ 
faction, utility or pleasure or of the dis¬ 
tribution of primary goodsor of commodi¬ 
ties in general or utilities. The careful 
examination of all these alternatives per¬ 
taining to value judgments and social action 
led him ultimately to the conviction that 
what we should be concerned with is not 
utility, or a variant of ‘commodity fetish¬ 
ism' (to adapt a concept used in a different 
co.\text by Marx) but what Sen galled 
'functionings' (the latter are a combina¬ 
tion of ‘beings and actions’) and the 
capability of human beings to achieve 
thc.se functionings. A short definition of 
these concepts may be cited here [Sen 
1987:161: 

Ultimately, the tbeus has to be on what 
life we lead and what wc can or cannot 
do, can or cannot be. I have elsewhere 
called the various living conditions we can 
or cannot achieve, our ‘functionings’, and 
our abil ity to achieve them, our 'capabities' 

Some .sympathetic critics [e g, Cohen 
1993, I993a1 have complained that in 
Sen’s use, the word ‘capabilities' has been 
used in at least two .senses; one is that of 
actual attainment of various components 
of the standard of living, .such as a certain 
level of income, state of health, education 
and so on. and the other is the potential 
of the persons concerned to attain these 
capabilities. Since Sen has connected his 
idea of capabilities and the standard of 
living also with the actual freedom and 
rights enjoyed by people, I find it adds to 
clarity of our understanding if we interpret 
'capabilities’ as the potential attainable by 
people rather than their actual attainment 
of those standards. When a poet is starving 
in a garret, wc should ask, whether if he 
chose to, he could eat as fully as a normal 
healthy person. If the answer is yes, for 
ail such poets .starving in garrets, we can 
say that in terms of the attainment of the 
commodity bundle needed for a decent 
standard of living, the poets have attained 
their capabilitie.s, even though medically 
speaking, they arc all poor specimens. 
(Whether starvation improves poetry¬ 
writing is another matter altogether, and 
again a priori, it is difficult to say whether 
the starving poeu are attaining their ca¬ 
pabilities as poets. But they are attaining 
their capabilities as free human beings if 
they are choosing to starve rather than 
being forced to starve by society.) 

Sen's formulation of the fullest attain¬ 
ment of human capabilities as the proper 
criterion of social welfare judgments and 
the appropriate objective of policy inter- 
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dotn. In his view, flreedpin is not simply 
freedom to choose, but freedom from 
certain removable constraints on the func- 
tioningof human beings. In Marxian tenns, 
freedom is the freedom to overcome the 
bondage of necessity insofar as the devel¬ 
opment of forces of production or man's 
control over nature permit it Thus in some 
ways. Sen has been able to resolve the 
conflict between notions of positive and 
negative liberty. This ideological divide 
has long separated the individualist lib¬ 
ertarians from the theorists of human¬ 
kind as social beings and hence living as 
free beings in .society rather than as .stylites 
in the de.sert (surely even there somebody 
had to feed and water the .stylites?) (see 
Berlin 1%9/1986 and Taylor 1979/1986 
for cxpo.sitions of the two concepts of 
liberty). 

With his usual ability to make out finer 
distinctions within a picture that seems to 
he rather blurred to most observers. Sen 
has tried to remove the ambiguity in the 
use of the concept of capability’ and 
provided a four-fold grid on which to put 
it [Sen I993;.^51. 

One disiiiu-tion i.s between (I. I) ihe pro¬ 
motion of the person's well-being, and 
(1.2) the pursuit of the person’s ovcmll 
agency goals. The latter encompasses the 
goals that a per.sor* has reasons to adopt, 
which can inirr aha include goals other 
than the advancement of his or her well¬ 
being. The second dislinctioii is between 
(2.1) .ichicvemcnt, and (2.2) the freedom 
to actiicvc. This contrast can he applied 
both to the (lerspeciivc of well-being and 
to that of agency. The two distinctions 
together yield lour different concepts of 
advantage, related to a person: (1) ‘well¬ 
being achievement', (2) 'agency achieve¬ 
ment'. (3) ‘well-being freedom", and 
(4) 'agency freedom". 

I am quite sure that stKial theorists, 
economists and political philosophers will 
continue to debate the finer distinctions 
Sen has wanted to introduce into the 
concept of the realm of freedom (which 
is not to he seen as being disjoint from 
the realm of necessity, but integrally 
connected with it). But it should he 
recognised that Sen has been able to relate 
his concepts of capability and freedom to 
close and often innovative analyses of 
deprivation, achievement inequality and 
poverty in human societies; a rough list 
would include the enquiries made by him 
and his collaborators into the incidence of 
mortality and morbidity, the incidence of 
illiteracy, the connection.s between affili¬ 
ation to particular classes and other human 
groups identified by the stigmata of caste. 


all, by gender disciiminaticm. and the 
incidence of deprivation and the impair¬ 
ment of capability [see, in particular. Sen 
1992; chapters 4-8, and Sen 1993;seeaiso 
Dreze and Sen 1989: chapters 1-4). 

His writings and oiganising activities 
during the last two decades have fed into 
what I have called a human science of 
development. However, as indicated 
earlier, most of his concerns with inequal¬ 
ity and development go back to his early 
profcsiiional career. This shows up not 
only in his books and articles in profes- 
.Monal journals, but also in his occasional 
writings in newspapers. For example, in 
1964. in an article in The Statesman. 
di.scussing the proposals for the Fourth 
live-Year Plan then in the air, he de¬ 
nounced the tendency among many pub¬ 
licists and policy-makers to advocate a 
small plan on the ground that large invest¬ 
ments would lead to a higher rate of 
intlaiion [Sen 1964a]. In a trenchant 
observation on the low investment pro¬ 
posal.'he wrote: 

The avoidance of inflation is...a negative 
kind of policy, and at iis worst amounts 
to no na>re than keeping prices low for 
those who can afford to pay more, by 
denying to otliers sufficient income for 
certain essential g>x>d$. Take the case of 
food prices. Given the supply of food, 
which will not be raised by cutting down 
tlie size of investment, the only way a 
'small plan' as opposed to a big one. can 
keep prices down is through preventing 
many people from having the necessary 
purchasing power to demand more than 
they might otherwise buy. The people 
concerned are the poor, because it is their 
capacity to buy food tfiat is most sensitive 
to changes in their income.s. since the rich 
succeed in any case in buying as much 
food as they want. 

Hi.s concern with the entitlement of the 
poor to education as well as to their accc.ss 
to education is also evinced by his early 
writings. In the concluding part of the 
same The State.sman article [Sen 1964b], 
he criticised the neglect of primary edu¬ 
cation in Indian plaiming. His criticism 
was based both on grounds of deprivation 
of the underprivileged and on the effect 
universal primary education can have in 
informing and empowering the peasants. 
The latter when educated, would be in 
a position to demand more and better 
inputs for agriculture. But he also saw Ihe 
prevalence of landlordism as a depressor 
of agricultural growth. In 1967, he 
criticised the recently-released Report of 
the Education Commis.sion (the Kothari 
Commission) for its concentration on the 
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ness m fhe imperative n^ for siiba)^ 
dally raising the public expendhuit) 
primary education (Sen 1967b]. He sus¬ 
tained this line of criticism of officia 
policy in his LalBahadurMemorialLectwc 
delivered in 1970 (Sen 19703/1971]. 

Now I turn to my claim that Sen ha; 
founded a new branch of the human set?- 
ence of development. What he has druie 
is to scrutinise the values that sustain the 
quotidian arguments of mainstream (am 
some varieties of radical) economics atK 
shown them to be wanting. In the pnx:eSv 
he has broadened the .scope of enquiry o 
.social and political philosophers and .socia 
scientists. No longer can enquiries intc 
deprivation be regarded as an obsessior 
of egalitarian romantics. Nor can ques¬ 
tions of freedom and democracy be re¬ 
garded as only the concern of dyed-in-the- 
wool liberals. In the fields of enquiry he 
has chosen he has been able to combine 
value criticism, disaggregation of appar¬ 
ently unitary modules of society, and 
strong-minded empirical verification of 
the causes of emaciated entitlements and 
deprivation through the cessation or in¬ 
terruption {>f usual entitlements. This is 
why his domain of analysis should be 
called a human science (as distinct from 
narrowly conceived economics or social 
science). Since that domain covers major 
aspects of the development of human 
beings as free and autonomous agents in 
society, it may be called the human sci¬ 
ence of (human) development. (I am in 
favourofdropping the second ‘human’ for 
the sake of euphony.) 

Sen’s branch of the human science of 
development, of course, cannot cover ail 
the branches of the human sciences, nor 
even all the branches of the social .sciences. 
As a first attempt to e.stahlish its relation 
toother major branches of the suhdiscipiine 
of human .sciences going by the name of 
economics or political economy, I would 
suggest that Sen's branch of analysis is 
orthogonally related to the two other major 
branches, viz, macro-economics and mi- 
cn>-cconomic.s. Economists have not been 
able to come to any agreed conclusion 
about the relationship of macro-econom¬ 
ics to micro-economics. New siiucturesof 
analysis embodying imperfect competi¬ 
tion have been constructed for neo- 
Kaleckian, neo-Keynesian, and straight¬ 
forwardly neoclassical economics (in 
which very often, of course, macro-eco¬ 
nomics is supposed to he the aggregation 
of micro-economic stnicturcs without co¬ 
ordination fai lures <»-disjunction between 
intended and actual results). .Sen's branch 
of human science of development goes 
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below the level of inicro>economic 
behaviour taken as the proper field of 
enquiry and finds out how the constraints 
on the behaviour of particular groups of 
agents operaie. At u mucro-cconomic level, 
of course, patterns ot distribution of lit¬ 
eracy. education and resources in general 
between men and women, and between 
the rich and pixir. shape fertility, survival, 
morbidity and consumption patterns. 

It wilhake an extended piece of research 
to describe even the proximate influences 
on Sen’s work. He has himself generously 
acknowledged some of the influences: 
tho.se of A K Dasgupla. Maurice Dobb. 
Kenneth Arrow, Tapas Mujumdar. and (at 
a personal level), Piero .Sralfa among the 
economists, and among the philosophers 
and stK'iai theorists, mostly his contem¬ 
poraries such as W G Runciman. Bernard 
Williams I see. eg. .Sen and williams 1982) 
and Martha Nussbaum. Among the great 
thinkers ot the past his work is replete with 
references to Adam .Smith and Karl Marx 
(but also I'redcrick Engels in some cases) 
(.sc*cSen 1982.198.3a. 1984.1987). Among 
economists he is exceptional in using not 
only .Smith's Wealth of Nations iXllb) 
but also his Theory of Moral Sentiments 
(I7.S9). He has repeatedly rclcrred to 
Smith's notion ol sympathy as a .social 
bond, and to his suggestion that a person 
iscntitledutthc least toa.standard of living 
which allows him to .appear in public 
without a Iccling of shame The Marx .Sen 
refers to is the early Marx (184.3-44 and 
l84.‘5-46), primarily lor his enlarged idea 
of human tivedoni and to the late Marx 
(187.*)) primal Ily for his recognition of the 
po.ssibtc conflict between the demands ol 
need-based egalitarianism and the ability- 
or desert-based incentives for eliciting 
work in a society which is yet to attain 
the plenitude appiopriate to communism 
proper 

.Sen obviously did not accept the episte¬ 
mological bleak posited by many analysts 
between the work ol early Marx and the 
late Marx, nor the epistemological break 
uncon.scioosly posited by most historians 
of economic thought between .Smith’s 
Theory of Moral Sentiments (1759) and 
his Wealth of Nations (1776); the same 
hi.storians also generally regard Ricardo's 
work as the apogee of cla.ssical political 
economy, even while they arc sharply 
critical of that work (see, in this connec¬ 
tion, Bagchi 1996: esp 108-12). 

It is interesting that there arc very few 
references in Sen’s work to Ricardo or to 
Marx as the analyst of the dynamics of 
capitali.st production. Part of it can be 
explained by the shift I referred to from 
work on economic growth, which means 


growth of production in a narrow sense, 
to areas of social choice and welfare 
judgments, and also by the kind of or¬ 
thogonal relation.ship 1 adduced between 
Sen’s later work and the conventional 
branches of macro-and micro-cconomics. 
However, part of the explanation lies in 
t he fact that much of Sen’s analysis crosses 
the usual boundaries of modes of produc¬ 
tion. He has indcfatigably analyst peas¬ 
ant behaviour, beginning with his contri¬ 
butions in The Economic Weekly [Sen 
1962: 194, 1964a. I964dl which at once 
started a debate and generated a research 
programme (a seminal contribution to that 
programme was made by BharadwaJ 1974) 
through his inllucntial paper on ‘Pea.sants 
and Dualism’ [Sen I966a/I984|, his book 
on Teehnolo^y, Employment and Devel¬ 
opment (Sen 19751 “ud his articles and 
b(X)ks containing analy.sc.s of work incen¬ 
tives and equity in Communist China and 
famines in many less developed countries, 
including China of the Great Leap For¬ 
ward pcrioii But his analysts has abjured 
the concept of an overarching mtxle of 
production, in the Marxian scn.se. On the 
other hand, he has tried meticulously to 
bring out the interaction between market 
and non-market phenomena, and between 
private and public action. Simultaneously 
he has brought out the relevance of what, 
lollowing Tocqucvilic, we may designate 
as the distinction between lormal demo¬ 
cracy and democracy or freedom in .social 
arrangements. The former may through 
the transmission of information about 
disasters and sudden entitlement failures 
prevent famines but the latter may be former 
el fccti ve in sustaining a morcevcnly spread 
structure of entitlements. In the nature of 
the case, many of his judgments may he 
controverted by others. But the impor¬ 
tance of the issues raised by him can be 
contested only by dogmatists or by those 
who are prepared to build an alternative 
framework of analysis with the patience 
and logical acumen Sen has displayed 
throughout his career. 

Before leaving this topic of the branch 
ofthe human scienceofdevelopment Sen’s 
work has generated, I want to express my 
pu/./,lcment at an interesting omi.ssion in 
Sen’s copious and generous references. 
Given the fact that Sen has displayed an 
uncanny eye for ambiguities in many 
commonly used concepts. I would have 
expected some reference to the work of 
Ludwig Wittgenstein, whose interroga¬ 
tion of language and language games still 
reverberates through much of modem 
philosophy. Wittgenstein had died two 
years before Sen arrived in Trinity Col¬ 
lege. Cambridge, but Sraffa had been a 


close friend of Wittgensttin and Kad Had 
a strong influence on the later idiilosophy 
of the reclusive Austrian. At Trinity, Sen 
had become a close friend of Sraffa’s. 
Wittgenstein’sconcept of language games 
parallels, in the philasophical domain, the 
practice of what may be called 'contextual 
social science’ [Bagchi 1996a}, except 
that, of course, that work is not simply 
parallel to, but provides some of the 
epistemological justification for the prac¬ 
tice of contextual human sciences in 
general. Sen has repeatedly displayed his 
remarkable capacity for designing new 
tests for old theories (see. for example, 
when he controverted T W SchulU’s idea 
that disguised unemployment did not 
prevail in British India because agricul¬ 
tural output declined in the wake of the 
deaths caused by the influenza a epidemic 
of 1918-19; .Sen 1967c). He has been 
engaged continually in evolving new 
concepts in order to illuminate areas of 
enquiry which seemed to him to be un- 
nccessanly shrouded in ob.scurity. This 
awareness of the necessity of changing the 
meanings of words, or thfeir interpretation 
and of reading the actions of people ac¬ 
cording to the context in which they utter 
those words and engage (or fail to engage) 
in certain actions would surely have re¬ 
minded Sen of Wittgenstein’s work. In the 
delightfully written intervention ol Sen’s 
in the Cambridge controversies in capital 
theory - a piece Sen wrote for a volume 
edited by Ashok Mttra in hoixiur of A K 
Da.sgupia - we gel a tantalising glimp.se 
of the convergence of the interests of 
Wittgenstein and Sraffa [Sen 1974/1984]. 
Even in that piece, which can be read as 
a cleverly constmeted language game, he 
does not refer to Wittgenstein. Is all this 
silence due to Sen’$distru.si ofthe nihilism 
which some people have read as the endur¬ 
ing legacy of Wittgenstein’s later corpus? 

VI 

Concluding Remarks 

I have tried to sketch the intellectual 
itinerary of a man who has all through 
been acute and perceptive, scholarly and 
innovative. I have desisted from passing 
any judgment on the significance of all 
that work. In any case, that needs mature 
reflection and cannot be essayed within 
a fortnight. 

I have taken the story - and only a part 
of it at that - up to 1993 and I mean to 
leave it there. For, I have very little 
knowlcdgeof Sen’s work since then, except 
for the two bodes he has co-authored or 
co-edited with Jean Dreze [Dreze and Son 
1995, 1997). I will not try to covw tl» 



numerous for^s he hus made into the 
nature of Indian society, culture and 
democracy, except to say that in that terrain 
he has travelled in the strongly rationalist, 
secularist and universalist tradition ot his 
grandfather Kshitimohan Sen and their 
great mentor Rabindranath Tagore But 
It will be ungenerous to leave even this 
very bnet sketch without mentioning some 
ol his early tonuibutions to Indian cco 
nomic history and to the analysis ot Indian 
economic problems In an article presented 
to an international economic history con 
Terence in 1962 he analysed the British 
investment decisions relating to cotton 
and iron and steel industnes (Sen l96Sa] 
Wc have already mentioned his analysis 
of the population and production loss 
caused in India by the inlluen/a epidemic 
ol 1918 l‘) [Sen I967cj In the lormer 
article he had questioned the thesis that 
low British indusiiial investment in coin 
nial India was a passive icsponse to market 
conditions he bioueht out the relevance 
ot political laclors interacting with ecu 
nomic conditions loi explaining the phe 
nomcnon Laleron beginning with a paper 
in 1977 he ot course provided us with 
a canonical analysis ot the Bengal famine 
of 1941 (Sen 1977b and 1981) 

In the area of applied economics Sen 
made a highly iiiflucntial analysis of the 
requiiemcnis ot working capital in Indian 
industry (Sen t964c1 He authoicd an 
article on seeond hand machinery and 
their use (Sen 1962a] which stands at the 
head ot much later work - both theoretical 
and applied on the same sub|ecl For the 
rw he produced papers on trade policy 
and structural unc mployment | Sen 196()aJ 
on the iiiationahty ot pricing in the Indian 
civil aviation industry [Sen t96la[ and 
on sociological and economic cxplana 
tions for the behaviour ot the Indian iron 
and steel industry [Sen 1963] Indeed 
many of his eaily professional work ap 
pcaied in the pages ol CW often to be 
developed more extensively in other pro 
fessional journals This applies to most of 
his work relating to choice ot techniques 
used machines extensions or modifica¬ 
tions of the Mahalanobis model, and 
peasant behaviour My generation ot 
economists in India owes a great deal to 
the stimulus provided by Sen s cease 
Icssly questing mind 
Sen s influence has extended as it 
should, to practically all the branches ol 
the human sciences including the newly- 
born discipline ol women's studies It 
will take a team of scholars familiar with 
ail the torays he has made to prepare an 
adequate map of his long and conceptu 
ally exciting journey Joan Robinson 


(i956‘vi) had adcsoiAtledged Michat 
Kaiecki, as a progenitor, intellectually 
speaking, though Kalecfci was a contem¬ 
porary The practitioners of the human 
sciences will have to get over their wonder 
at Sen being a contemporary and acknowl 
edge him as an ancestor, but an ancestor, 
who goes on producing further suste¬ 
nance lor the development of human 
capability’ 

Notes 

1 Judging by Ihc spate ol his papers published 
mlVfibtSiailvefirma I9(i6/I984 19660/1984 
1966b] and iheir significance for his l,Mer 
work the year l%S/66 setin!, to have been 
parti cutariy fruitful even in a career in which 
ill years seem to have produced a plenliful 
h irvest 

2 The Ra) Sen model wav publidied originally 
in Anhaniti (Calcutta) [Ra) and Sen I9S9) 
and a modified and expanded version was 
published in Oxford futmomu Paperr [Raj 
and Sen l%lj 

1 Rawls (1971) was published after Sen (197%) 
but Sen s book had heen read by RawU dunng 
Its preparation and Sen acknowledged his 
indebtedness to the tormcr s cniicism ind 
published writings and lecture notes [Sen 
I97()b Preface] Riwls (1971) in his turn 
thanked A K Sen foi his sc uching discussion 
iiid crilicisms ot ihe ihcory of lusticc 
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Economic Crisis, Poverty and War in 
Contemporaiy Sri Lanka 

On Ostriches and Tinderboxes 

David Dunham 
Sidra Jayasuriya 

Sri Lanka has recorded a fairly solid and consistent economic performance and since 1990 has pursued 
a far-reaching liberalisation programme fairly successfully. However, there is evidence that the economy 
has been slowly running out of steam and of mounting disillusionment with the government and with the 
mainstream leadership more generally. Given also, the deteriorating international environment and scale 
of human .suffering from war, there may well be more turbulence in the future. 


I 

Introduction 

SRI LANKA seems headed towards a 
penod of considerable political volatility 
and social turbulence. Fundamental 
structural ptoblems that had hitherto been 
masked by Us apparent economie success 
(and that had thus been underplayed) are 
now beginning to surface. And a 
potentially explosive situation could yet 
develop if deteriorating international 
conditions undermine economic growth 
in the context of a growing social divide, 
continuing ethnic conflict, and an erosion 
of public confidence in the mainstream 
political leadership 
'Hie popular perception of Sri Lanka as 
a more prosperous, better educated, 
democratic and ‘progressive’ society by 
south Asian standards has always in pan 
at least been misplaced and exaggerated 
What this meant in practice escaped careful 
scrutiny. Certain ly. the country has avoided 
the abject poverty (or the ‘depth’ of 
poverty) that plagued its neighbours, and 
a fairly .solid and consistent economic 
performance has helped to bolster and 
sustain what has generally - despite the 
war - remained a positive image. Since 
1990, it has pursued a far-reaching 
liberalisation programme; Sri Lanka has 
become one of the most open developing 
economies and. more broadly, it has 
recorded an enviable average growth rate 
of 5 per cent a year ever since it opened 
up its economy more than 20 years ago. 
It also appears to have escaped - almost 
unscathed - the east Asian crisis. But on 
other yardsticks - in terms of political 
violence, social marginality and ethnic 
conflicts - it has proved in no sense 
exceptional. The dowtuide has become 
increasingly visible since the riots of 19113 
and it is now beginning to dominate the 
socio-political life of the country. 


Moreover, there has been a palpable up¬ 
surge of discontent. There is an alarming 
ratcof.suicideand disillusionment among.st 
the youth, mass desertions have been 
reported from the armed forces, alcoholism 
IS high, law and order has deteriorated and 
disenchantment with mainstream politics 
IS widespread. There arc signs of a gradual 
unravelling of civil .society. 

II 

The Liberalisation Experience 

Though theopening upof the Sn Lankan 
economy in 1977 involved a monumental 
shift in economic policy, it was not for 
more than a decade (after 1989-90) that 
there was any concerted effort to complete 
the task. Major infiustructural projects of 
the 1980s increased foodgrain security 
and settled over 75,000 households on 
newly irrigated land, but they .served a very 
different agenda in which political 
patronage (thnnigh the provision of favours 
or employment) continued to be seen as 
the principal mechanism of personal and 
social advancement. The decade was one 
of mounting macroeconomic instability, 
increasingcenlrali.sationof political power 
and growing authoritarianism, with 
manipulation of the law and a strong 
undercurrent of resentment and violence 
[Athukoraia and Jayasuriya 1994, Moore 
1990]. War was brewing in the north and 
cast, and terrorism and insurgency 
permeated the south during 1987-89. While 
the LTTE had instigated asecessionist war 
in the north and east, a radical Sinhala 
youth-based movement paralysed the 
.south. 

It was only when a new United National 
Party (UNP) government under president 
Premadasa had been elected to power and 
the insurgency had been iuthlcs.sly crushed 
(amidst vehement international protests 
about human rights abuse) that economic 
liberalisation was taken up seriously. In 


June 1989, official reserves were the 
equivalent of only three weeks of imports. 
The country was confronted with a major 
economic crisis; key policy-makers were 
convinced of the need for a more liberal 
economy and loans could only be secured 
by complying with the policy lequiremraits 
of the IMF and the World Bank. The 
government readily agreed to a fairly 
conventional stabiiisation-cum-liberaii- 
sation programme that was wide-ranging 
in scope but avoided savage austerity. 

Several other characteristics of the 
recovery were significant in the context 
of this paper. First, it continued (and 
buttressed) the centralisation and the 
authoritarian structures of the 1980s, 
buildingontheatmusphercofintimidation 
and attempted repression that epitomised 
the insurgency. It reinforced a tradition of 
confrontational politics. Second (rather 
than displacing it with market forces), 
deregulation simply broadened the scope 
for rent-seeking and patronage - in the 
pnvati.sation programme in particular. In 
the early 1990s the country was earned 
along by a sease of euphoria. ITic economy 
was booming. Profit margins were high: 
there were major cuts in corporate and 
personal income tax, and there was a 
significant expansion of tax holidays and 
other incentives to attract a larger share 
of the FDI that was globally available. 
From 1991-92, an ambitious pnvatisation 
programme and a very high interest rate 
pulled innotonly FDIbut poitfoiiocapital. 
President Premadasa succeeded in 
conveying to the electorate the notion that 
NIC status (and alleviation of poverty) 
were just round the comer. He offered the 
tantalising (if wholly unrealistic) possi¬ 
bility that tlwy could be achieved by the 
year 2000.' 

Thedifferentfacetsof hi.<> ‘vi-sion’ made 
it particularly attractive. On the one hand, 
there was a strong pro-poor rhetoric. This 



was rellected both directly in the govern¬ 
ment's Housing and Janasaviya pro¬ 
grammes (the latter a generous but poorly- 
targeted anti-poverty programme) and 
indirectly in the Two Hundred Garment 
Factories Programme (THGFP) which 
was designed to take factory employment 
to the rural areas.* President Prcmadasa 
was extremely sensiuve to pciceptions on 
the part of the rural poor (and ol an urban 
underclass) that the liberalisation poxess 
had by-passed them. Importantly, he was 
nolhim.self u pait ol the Hnglish-speaking, 
professional and urban landed-elite that 
liad dominated his party. He looked to 
non-elite gioups lor his political power 
ba.se and he was prepared to buy support 
through populist policies and through 
patronage to ensure su.stainability of his 
policies (on thissce Dunham and Kelcgama 
1997], It won him bioad-ha.sed support 
because the pooralso lelt they would gain. 

On the other hand, the president's 
economic strategy was strongly pro- 
business. and the rcvitali.sed business 
climate gained him private .sector hacking. 
Tax holidays, favours and incentives and 
the rapid removal ol bureaucratic red-tape 
were available lor known supporters, lor 
those who complied with his wi.shes or who 
were at lea.st perceived to be strategically 
placed or to be potential sympathisers. 
Privatisation created scope lor patronage 
on a scale hitherto almost unthought of. 
But. at the same time, there was never 
doubt about (he elienteli.stie nature of the 
regime, that demands might subsequently 
be made or that there could he a high price 
for intiansigence. By the middle ol 1992, 
following the threat ol impeachment, thcie 
was a strong element of command to the 
THGFP as investment and employment 
fell behind expectations ha the rural areas. 
’nieperitHl wasoneof intimidation. It was 
also one ol substantial economic growth 
(however lop-.sided). It was accompanied 
by the rise of a new rich - a sub-class 
of indigenous, largely Sinhala-speaking 
entrepreneurs - many of whom were 
beholden to the president. The result was 
a certain coherence to his overall strategy. 

However, the economic and .socio¬ 
political momentum behind the boom of 
the early 1990s hinged on the personality 
of the president and it was gradually 
dissipated alter his assassination in May 
1993. His succe.ssor dismantled state 
terrorism (especially in the south). There 
was continuity in the old system of 
corruption and patronage, but he lacked 
the detennination. the personal fire and 
reforming zeal of his predecessor. With 
the election of the People's Alliance 
government, under president Kumaratunga 


in August 1994 - largely on a demand 
for transparency, an end to the war and 
an anti-authoritarianism, anti-corruption 
platform - the stage seemed set for a far 
more open and democratic growth process. 
I (owcver, it was never really to materialise. 
The air of intimidation dissipated in the 
south and there was an aborted attempt to 
reach a negotiated settlement with the 
L'lTH. Some of the momentum of the 
Prcmadasa years carried on for a while, 
but then it began to falter. 

It is indicative of the political ethos and 
awareness of Sri Lanka society (and the 
exjx'iicncc of the war) that by 1994 there 
had been a massive surge of support for 
a change of government. A coalition was 
loimed (with the slendere.st, one-seal 
majority) of pro-market liberals, pro-left 
anti-privatisation parties and .small Tamil 
and Muslim parlies, appendaged 
uncoinfortably onto what had always really 
been a cenire-of-thc-road Sri Lanka 
I ieedom Party (the ,SLFP). However, once 
111 power and eonironted with economic 
realities, the People's Alliance govemment 
came lound to maintaining the status quo 
with regard toeconomic policy. There was 
consensus amongst the major parties in 
favour of a liberalised market economy. 
The focus of policy continued to be on 
export -led. urban-ba.scd manufacturing and 
services, though a revised anti-poverty 
programme was al.su cont i nued | Gunali laka 
1997. Gunatilaka et al 1997|. 

The situation outside the war-affected 
areas was such that poverty was held in 
check - and in the view of some ob.servers 
(the World Bank in particular) had in fact 
been quite markedly reduced [World Bank 
1995). The early 1990s were a period of 
relative prosperity. In the urban areas there 
had been a surge in manufacturing, 
construction, trade and the .service sectors. 
In the paddy-based rural .sector real farm 
incomes had declined .sharply, but poor 
hou.sehoid.s were bolstered by private 
tiansfcrs and remittances and by public 
anti-poverty programmes. Non-paddy rural 
areas were nearer to and better integrated 
into the Greater C.'olombo economy and 
they had al.so been favoured by higher 
commodity prices - first for rubber and 
then more particularly in the case of 
smallholder tea from late I99S. 


However, there is evidence that the 
economy has been slowly running out of 
steam and of mounUng disillusionment 
with the government, and with the 
mainstream political leadership more 
generally. There is a growing credibility 
gap, related to the failure to tackle 
corruption, to end the war. to dynamise 
the economy or to ensure a fairer 
distribution of gains between the rich and 
poor. With a deteriorating international 
environment, a slowing economy (that is 
likely to see rising unemployment and 
increasing poverty) and the scale of ipiman 
suffering from the war increasingly taking 
precedence over military or any other 
benefits in the eyes of the electorate, the 
.seeds arc there for a major eruption within 
the foreseeable future. In the following 
.section we examine thequestion of poverty 
and equality, and in a final section we look 
at what we sec as (he abyss confronting 
Sri Lankan siK'ieiy. 

Ill 

Inequality and Poverty 

There has in the past been much debate 
about distribution, growth and weltaie m 
Sri Lankan society. Most nt it is now dated 
and we do not intend to repeat it However, 
it is useful to stand back and to take a 
longer-term view of what exactly had been 
happening Table I brings together (he 
data that exists on household income 
di.stribution m Sri Lanka from I9S3 to 
1996-97. Rirall the well-known limitahons 
of the Gini coelficicnt as a measure of 
changes in distribution, what .siand.s out 
from it in our view are not the shifts over 
time from one survey to another. It is that, 
apart from the 1973 ligure (where the 
trend is probably correct but the extent ot 
the improvement is believed to have been 
greatly exaggerated).^ there has been a 
remarkable degree of .stability. A Gini 
tluciuating around 0.4.5 by + 0.02 over 50 
years cannot be .said to express any 
significant changes. The same applies to 
the distribution of expenditure, (hough we 
have not repeated it here. 

In the 20 years or so since the opening 
up of the Sri Lankan economy, the 
distribution of income seems to have 
remained basically unchanged while 
average incomes have risen. Improvements 


Tabi fc 1 .Gini CoFmcifcNTS for Income of Spending Units 

Tw i%3 iw 78-79 (Mwil 81-82 85 86 86-87 90-91 96-97 

0 46 0.45 0..35 0.44 0.41 0.45 0 46 0.46 0 47 0.45 

S'ote’i ■ I Figures for 1980-81,1985-86 and 1990-91 are from the Labour Foree and Socio-Economic 
Survey of the Uepartineni of Census and Statistics and given in Nanayakkara (1994); other 
rigure.s are from Consumer Finance and Socio-Economic Surveys of (he Central Bank, 
given in Colombage (1998). 

2 The 1996-97 figure is preliminary estimate. 



have been rbconded on moot social criteria 
(Central Bank 1998] - but it would have 
been more surprising if, with a more than 
fourfold increase in GDP per capita (in 
dollar terms), the record had bran any 
different. There is some evidence that the 
income share of the bottom 40 per cent 
deteriorated in relative terms, hut over the 
post-liberalisation period the changes were 
at best marginal (Table 2). They do not 
seem to have been enough to have offset 
the growth in overall income, and none 
of this data suggests that there had been 
any remarkable changes. 

However, we have argued elsewhere 
jJayasunya and Dunham 1998) that 
aggregated distributional data are an 
inappropriate measure of the changes that 
take place during a period of rapid 
economic reform because they underplay 
the changes in long-term wealth. And, 
judgingbythe violent conflict that erupted, 
ficople’s own pciceptions ot what was 
happiMiing appeal to support that view. 
Within what was a fairly stable overall 
distribution i>t income, some people wen* 
gaming and others were losing, and these 
shilts in relative fortune were obviously 
socially and [Ktlilically signillcant. 

.So whai foim did they take'' First, there 
was a quite dramatic widening of regional 
income disparities. The World Bank 
(199.5;23) (ound that in 1990-91- 
excluding the north and east (on which 
there was no data available) - there was 
“only limited legional variation in poverty”. 
But diflerenccs between rural regions were 
not a critical issue They were the wrong 
point ot entry because they did not relate 
to common sense popular (icrccptions of 
the social geography of relorm. The 
pronounced metropolitan (not just an 
urban) bias in the liKation of investment, 
employment and income was far more 
significant. II regional mean incomes are 
expressed as a percentage of that of 
Colombo municipality, then a marked 
decline can be seen to have occurred in 
all otherpartsof country [I .akshman 1997: 
Table 6.8] There is also evidence of a 
sharp increase in income inequality within 
the urban areas themselves [Nanayakkara 
1994; Table 16].' Together, these data 
would seem to confirm more impres- 
sioni.stic evidence that in Sri I.,anka (as in 
so many other countries) there has been 
a strong urban middle-cla.ss dynamics to 
the liberalisation process. The other side 
of the coin is that social marginalisation 
and the bereavement, mutilation and 
trauma of war has been a largely rural 
experience - a point we return to later. 

The impact of economic liberalisation 
on non-metropolitan regionsof the country 


has in relative terms at least been 
consistently negative.* In the north and 
east (which has provided most of the 
support for the Tamil separatist move¬ 
ment), mean incomes were almost on par 
with those in Colombo in the early 1970s 
but haddeclined sharply bytheearly 1980s 
(to S7 per cent of the mean Income in 
Colombo in 1981-82). And, this finding 
would seem plausible. Trade liberalisation 
effectively eliminated many agncultural 
exports from the Jaffna peninsular to the 
Colombo market and. a.s Lakshman (1997) 
has pointed out. the area was .subsequently 
neglected when it came to the alUwation 
of major public projects. More recent data 
IS unavailable, but it can reasonably be 
.assumed that, with the on-going war. the 
region has become far more impoverished, 
with large numbers of refugees rendered 
effectively destitute (ibid: 191) Nor is the 
example of the north and east so veiy 
exceptional: expressed as a percentage of 
the mean income in Colombiu, the decline 
III other regions since the early I980.S has 
not been signilicantly different. 

.Second, there would appear to have 
been marked spatial differentiation within 
the rural periphery that is not captured by 
orthodox homogeneity analyses based on 
administrative units, but which is neverthe¬ 
less very real. Dunham and Edwards(l997) 
have argued that poverty is unlikely to 
have declined much in tho.se parts of the 
country that were primarily rice-ba.sed. It 
IS now widely accepted that since the mid- 
I98()s. yields have stagnated in both the 
paddy and the non-paddy sectors, there 
has been a decline in real paddy incomes 
in all but the be.st irrigated areas, there has 
been no noticeable movement into higher 
value crops, very little growth of regular 
and remunerative off-farm employment in 
rural areas (relative to growth of the rural 
workforce) and little mral-urban migration 
[DOA various years. World Bank 1996. 
DCS 1996, Dunham and Edwards !997|. 
Given access to basic welfare services in 
iiio.st rural areas, people have fallen back 
on a combination of family land, 
u npiedictabic and poorly-paid casual work 
and a range of non-traditional support 
systems. However, in the course of the 
liheralt.sation process, the nature of these 
survival systems has itself been changing. 

It is to thi.s we turn next. 

IV 

Chanpng Household Support 
Systems 

In the pre-reform period, the state played 
an extremely prominent (if paternalistic) 
role in basic needs provision. And it did 
so relatively successfolly. The outlier status 


of Sri Lanka amongst iow-ioconw 
countries on a wide range of basic healdt, 
education, nutritional and other social 
indicators has been adequately documented 
[Isenman 1980. Anand and IGinbur 1991]. 
However, by the late l97()stheoidwelfari8t 
approach was no longer affordable. Hie 
imperatives of stabilisation and fiscal 
reform saw major changes in the overall 
welfare package, and cuts (and sometime 
perverse effectsof 'bettertargeting’ 1 lorced 
more and more people to rely on alternative 
sources of income. There is clear evidence 
that the transition was difficult (especially 
after the shi ft from a guaranteed rice ration 
to food stamps with a constant nominal 
value at the end ol the 1970s). However, 
the longer-term view in the donor 
community is that, by and large, the 
transition was successfully negotiated. In 
this section we look at the nature of the 
support systems that were emerging. In the 
lollowing .section we ask if they are really 
■SO secure. 

Dunham and Edwards (1997) have 
found that, since the mid-1980s, support 
has come from a range of public and 
private transfers - to some extent from 
direct government transfers (under poverty 
alleviation programmes), but more 
importantly from injections into the rural 
economy from outside, from war- (and 
secuniy )-rclatcd employment and migrant 
worker remittances.^ This has been 
particularly (though not only) true of the 
rice-based areas. Table 3 extends their 
analysis to 1997 and adopts their more 
conservative scenario on overseas 
remittances. 'Die figures are rough c.sti- 
n.ates, derived from the limited data 
available, and they rely heavily on the 
underlying assumptions listed in the notes 
to the table. Nevertheless, they serve to 
illustrate the kind of peasant economy 
that has been taking .shape, thedimensions 
of the transfers involved and ju.st how 
important they have been in replacing 
more traditional support structures. They . 
flag new and perilous forms of external 
dependency. 

I'ablc 3 points to a heavy and increasing 
dependence on remittances from west Asia 
employment and (perversely enough) from 
recruitment to the country's armed services. 
Expressed on a per capita basi.s, the income 
to the poorest 30 per cent of the rural 
population from these two sources is 


Tabi e 2: Income Shares Spendini, Units 


Category 

1978-79 

1981-82 

1986-87 

1996-97 

Bottom 40 

166 

IS2 

14 1 

14.6 

Top 20 

48.9 

.S2.0 

.S2 3 

.SI 6 


Sourff Based on Colombage (1998' Table 4 3). . 
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estimated in 1997 to have amounted to 
roughly half the World Bank’s consu¬ 
mption poverty line (of Rs 471 per capita 
per month at 1990 91 pnees) They also 
accounted lor well over 10 per cent ot the 
total labour lorce the vast majonty ol 
the woikers being temporary economic 
migrants to west Asia What is projctled 
IS a picture ol a fragile and highly brittle 
peasant economy where poverty may have 
been staved ofl (at least tor the moment) 
by the intlow ol transfers and icmittanccs 
but where there is no identifiable and 
sustainable way out of lural poverty 
In the much more diversified Wet /one 
areas the situation hts been different 
Pool from these iieas were imongst the 
west Asia numbers that we have already 
given and they enrolled in the army hut 
many ol them in addition hid other 
alteinalivcs Distinctions have to be made 
within the plantation sector wheic the 
options open to (1 amtl) workers in the 
up country areas were very different I nim 
those of many ol Iheir (Sinhalese) low 
country countcrpaits who were hassled 
less by the security in towns and who were 
nearer the main uiban centres’* lea 
smallholders in low country areas have 
also bencliled from soaring piices in the 
Colombo auction since the last quarter ol 
I99S We estimate that in 1996 and 1997 
an additional Rs 4 2 billion (tlS$ 72 
million) was injected into the low country 
smallholder sector as a icsult ot the high 
teapnccs I his woiildhaveh.ulsignilicant 
employnu nl •ind e onsumption multipliei 
effects in the local community that 
benefited intiraha the rural poor - even 
though they may not otten themselves 
have been tin ilircet recipients '* In 1997 
alone there was a net inflow ol at least 
Rs 2 5 billion equivalent to almost 10 
per cent of total government expenditure 
on Its (poorl> targeted) poverty alleviation 
programme to almost 10 per cent of the 
estimated amount icmittcd to the rural 
piwr fmm war employment and to 18 per 
cent of their remittances from west Asia 
Here then was another major prop tor the 
ural poor 

Ami yet even with these inflows the 
situation in rural areas was in stark contrast 
:n that ot the major urban beneficiaiies 
and to the lagiessise consumensm of the 
utbin iu>u\mu lulu Their houses cars 
and their lifesivlcs have been highly visible 
and they have also been increasingly 
'esented Political and bioader social 
‘esponscs fo growing inequalities are 
onditioncd not only by their magnitude 
jut by comniunitj perceptions ol their 
cgihmacy Rightly or wrongly much ol 
his new wealth in the Sn Lankan case is 


cynically asiociated in the public mind 
withcronyism and patronage ThePeople’s 
Alliance contested the 1994 elections on 
an anti-corruption platform and, until well 
into 1996, no government speech was 
c ompletc without a prolonged public tirade 
about the sins ot its predecessor But the 
ability of any government with such a 
slender majority to dismantle a well- 
entrenched system of patronage would 
have been essentially limited Cronyism 
and corruption have come to be seen not 
as the failing ot any particular party, but 
as a characteristic of the system And as 
in all wars questions arc asked about the 
legitimacy of the urban rich flaunting its 
wealth and a luxury lifestyle when so 
many an beingkilicxl and maimed fighting 
on then bchall 

Undercurrents ol concern about the 
legitimacy of the reform process have 
been further reinforced by (often well- 
founded) perceptions of the way it has 
redefined people s prospects After 1977 
It was Pnglish language education (which 
was almost exclusively the preserve of the 
urban middle class) that gave access to 
the higher paid pn vatc sector employment 
ifiat was being cieated There had always 
been a strong perception in Sri Lankan 
society that free education was one ol the 
tew paths to higher lifetime incomes tor 
the disadvantaged Fmployment in the 
public sector was seen almost as an 
entitlement by those who were educated 
even if was as a low level functionary 
E conomic reform - by switching the 
ical benefits from Sinhala to Cnglish 
medium education from public to pn vate 
sector jobs and from recruitment on 
political to recniitment on ment critena 
was seen (in relative terms) to have 


woneand the cx|icctedpeiiii«i^ 
of the poor and to have worked againat 
them The jobs available to Sinhala- 
educated youth were pnmanly undalied 
or semi-skilled - which they were reluctant 
to take And with extensive pnvatisalion 
in the 1990s, public sector employment 
was increasingly limited 

The situation of the Tamil plantation 
labour force was in a way similar Much 
has been made of the tact that consumption 
poverty has been found to be lowest in 
the plantation sector [World Bank 1995] 
- even if on basic health education or 
child nutntion indicators it scored much 
worse The point here is that, if young 
people work cuircnt household incomes 
arc obviously higher and consumption 
poverty falls But because they then lack 
schooling, their future long term incomes 
are also lower And estate youth are aware 
of this In such a situation, the lower 
incidence of absolute poverty on 
conventional headcount measures 
seiiuusly understates the frustrations and 
pressures building up in Sri lankan 
society 

This IS particularly so amongst rural 
youth who arc increasingly aware of the 
material benefits ol a deregulated society 
rhey are no longer content with ‘piMjr 
relief with the basic standards of living 
of their parents or with a rural’ lifestyle 
Nor arc they or their families likely to be 
satisfied with a system that can only offer 
many ot them employment in the most 
hazardous of occupations - in the count¬ 
ry s armed fortes ^rccptions have magni¬ 
fied and exaggerated objective changes in 
inequality, creating “volatile repositones 
of social discontent’’ in the countryside 
[Ukshman 1997 207] 


TsBIf t f STIMATI-D RtMItlANtl-S ANO IrxNSIFRS TO THF RuRAL D ONDMY 


tiKoiiK Sours t 

Average Per C apita Inllows to the Poor as a Peaentage 
of the World Bonk Poverty 1 me 


IttSS 

1990 

1991 

1997 

IHOFP 

0 

0 

4 

4 

Rcmiliances from overseas 

20 

21 

26 

20 

f imdstamp programme 

6 

II 

8 

0 

Poverty alleviation programmes 

0 

10 

9 

9 

Army rccruitmenl/compensjtion 

5 

II 

11 

12 

Total 

11 

51 

60 

65 


\i>h « fi IS assumeci lhai the following proportions go to the poorest 10 per cent in the rural areoii 
60 per cent of all THOf P jobs 26 pei cent of all remittances SO per cent of FSP benefils 70 
per cent of benelits from poverty alleviation programmes (the ionasaviya Programme and 
then subsequently the Samurdhi Programme) and all pay from armed service employment 
(80 per cent of private s or equivalent tank assumed to be from the rural poor) The figure on 
transfers from armed services employment takes no account of deserters The numbers of 
deserters are known to be substantial Precise figures are unavailable but 15 000 deserters 
have been olficially admitted or over 10 per cent of total recruitment The World Bank's 
poverty line was Rs 471 per capita per mondial 1990 91 prices (World Bank 1995) For more 
details about the bases of these assumptions see Dunham and Edwards (1997) 

S»wrr< Dunham and Edwards (1997 Table 10) for 1985 91 The 1997 figures svcreesumaled by the 
authors using the some methodology 
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So Wlwtb in Prospect? 

The picture we have painted is one of 
pent-up frustrations and of severe 
inequality suppressed by transfens and 
remitunces and, more recently in the Wet 
Zone areas, by abnormally high tea prices. 
As long as these continued, the worst 
effects of rural stagnation seemed to have 
been succciisfully negotiated. However, 
we argue irtthis section that these income 
•supports to the poor are beginning to come 
uniter pressure. The external environment 
IS proving increasingly hostile and the 
domestic macro-economic situation is 
steadily worsening. Unemployment seems 
set to increase with the downturn in the 
economy, tea pnees are falling, poverty 
alleviation programmes arc highly 
politicised, and attitudes to war employ¬ 
ment are beginning to shift in the face of 
higher losses ‘' 

At iirst, .Si I Lanka appeared to have 
escaped iin.scathcd from the collapse in 
eastand.soulh-east Asia. It notonly avoided 
contagion (there was no panic or crash), 
but GDP grew in 1997 by a solid 6.4 per 
cent and the immediate response in terms 
oi economic management was both 
measured and re.spon.sibte.'^ By and large, 
macro-economic pcrtormance was also 
.sound in the tirst half of 1998. However. 
It IS becoming increasingly clear that Sri 
Lanka will not escape scot-free from 
pressures in (he international economy. 
Markets will be lost; commodity prices 
will slide, and it will provecxtremcly difficult 
to attract substantial foreign investment to 
dynamise the economy. Many of the 
household support systems we have 
diacu-ssed will begin to be seriously eroded. 

The international scenario is not good 
at all. The ea.sl A.siacri$is may not be over, 
the situation in Russia is chaotic and the 
first npples of instability have been felt 
in I,atin America. Estimates of global 
growth in 1999 have been revesed sharply 
downwards in recent months, and there 
could yet be shocks in the pipeline in 
Japan, the US, Europe, China and the 
already crisis-hit economies. The po.s.si- 
bility of a more protracted decline and of 
global recession cannot be ruled out, 
although it would seem at the moment a 
worst-ca.se scenario. There is also likely 
to be less donor aid available, especially 
from Japan and the other east Asian 
countries that have given major assistance 
to Sri Lanka. 

One immediate result has been a further 
loss of dynamism. Deflationary trends in 
the global economy have had a serious 
impact on both the capital and the current 


Foreign diieiAinveMniesit-from east Asian 
economies and the western world - has 
shnink alarmingly, and portfolio invest¬ 
ment is now negligible. Though almost 
impossible tt> isolate, intemationid investin' 
sentiment towards the souUi Asian region 
as a whole may have deteriorated further 
in the wake of the Indo-Pakisuin nuclear 
explosions, further depressing the pros¬ 
pects of securing stronger private inflows. 
And in recent years it has anyway been 
privatisation, rather than the setting up of 
new ventures, that has attracted the lion's 
share of foreign investment to Sri Lanka. 
With mo.st of the privatisation over, that 
IS a fast diminishing source. 

In practice, much is going to depend on 
tea prices, garments exports and on the 
level of remittances - the three main pillars 
of the economy. With no real signs of 
recovery in the Ru.ssian market, and with 
a resurgence of Kenyan teas, the outlook 
in the Sri Lankan tea sector is much less 
rosy now than it has been for some consi¬ 
derable time. The garment sector too has 
experienced slower growth and disniptions 
because certain category quotas have been 
exceeded in US markets. There is a strong 
po.ssibilily that depres.sed oil prices will 
be translated into slower growth or even 
a decline in the level of remittances from 
Sri Lankan workers in west Asia. And 
there iscvidence that thesteep devaluations 
that have occurred in east and south-east 
Asia has been eroding the export compe¬ 
titiveness of non-garment manufactures 
and putting strains on the exchange rate. 

With elections looming, the probability 
of the war continuing and no likelihood 
of large-scale privati.sation receipts to 
supplement revenues, it will be extremely 
difficult for the government to rein in the 
budget deficit Normal political pressures 
on government expenditures are strongly 
accentuated by the need to be able to show 
success in the military arena. The fiscal 
position is straining under the exigencies 
of an intensified military effort and it 
laces potential revenue falls from the 
switch to a (non-revenue neutral) 12..5 per 
cent GST. lower privatisation proceeds 
and reduced trade tax revenues.'^ It will 
lind it hard to maintain the expenditure 
cuts of recent years, and the effects of 
accumulated cuts in capital expenditures 
(on infrastructure in particular) are bound 
to take their loll. The government capital 
budget has been slashed to dangerously 
low levels (to (he equivalent of 5.5 per 
cent of GDP in 1997 compared to 7.5 per 
cent in 1991). The political constraints on 
further cuts in consumer subsidies and on 
state sector employment are similarly 
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pitksfMdy Iteofiise 

ei^ndned (laifitlon of poUdcal paiixMii*)^ 

In short, a fiscal deficit blow-out 
threatens to undermine macro-economic 
stability. The investmentclimateis gloomy 
and the economy is visibly slowing - a 
fact that is acknowledged even in (the 
highly optimistic) ofTicial forecasts. As 
the growth rate falks, further reforms - 
particularly those related to fiscal 
consolidation -are perceived by the public 
as additional burdens for which there are 
no compensating benefits. And. in this 
context, falling commodity prices, 
sluggishness in (he garment sector and 
west A.sian employment opportunities and 
major budget con.straints on govemmmu 
transfers and subsidies could have critical 
implications forthe rural (and urban)poor. 
Moreover, i f this occurs, it will be at a time 
when there is disillusionment with the 
country’s political leadership and mounting 
concern about the enormous human cost 
of (he ongoing war. Increasingly, war 
employment is seen, not so much as a 
noble ge.sture (for the country or assuring 
an income for the family), but as a 
dangerous, even foolhardy sacrifice to 
preserve what are seen as ill-gotten gains 
and privileges of the urban rich and of 
opportunistic politicians. 

This is a potentially volatile situation. 
The high level ol .suicides (and attempted 
suicides), military desertions, and desperate 
attempts to escape from the country (either 
legally or illegally) reflect a crisis of 
confidence in the social and political 
system. Even the near-hysteria and wild 
swings in mood (from euphoria to mass 
depres.sion) that accompany success and 
failure of the national cricket team are in 
a way a reflection of the new role of one- 
day cricket as the modem ‘opium of the 
people’. But the seeds are there fora more 
violent response by the rural youth, many 
of whom now have military experience 
and some of whom have deserted with 
their weapons. 

Moreover, there will be important 
differences between any subsequent 
outburst- if It does materialise- and those 
that prevailed during the violent youth 
uprisings in 1971 and 1987-89. In both 
earlier case.s. broad mass support was 
lacking because neither the mral nor urban 
poor faced (he prospect of a fail in income. 
There is now the possibility of a collapse 
in their living standards that could only 
exacerbate the disenchantment with 
mainstream politics. And now, unlike 
earlier, there are large numbers of 
disaffected rural youth trained and 
experienced in the use of weapons, and 
in some cases already po.ssessing them. 
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stndent aueitions by theautnorvbeAtbat 
- despite all these developments - all is 
well arc only widening the credibility gap 
in Sri Lankan society The articulate urban 
elite that sets the tone in policy has insulated 
Itself tiom the everyday struggles, 
insecurity, bereavement and trauma ot the 
p<M)r. the displaced and the marginalised 
rural youth Sccunty is inteipreted in a 
very narrow sense as the sccunty ot the 
state, state buildings, major economic 
targets and major political figures at the 
expense ot the population at large It is 
not at all the security ot all individuals 
So many police and security personnel 
have been moved to high security tasks 
that theie are iiisutticicnt numbers on 
normal duly to stippiess a crime wave and 
the escalation ol violence allccting eveiy 
day li fe in some parts ot the country '■* 1 he 
tact that, tlie elite sec no stoim clouds on 
their hoii/ons is also m part because of 
this disaiticiilation in siKiet) 

Whether or not this scenario will 
materialise lemains iiiueilain One 
inheiited trait from the period ot state 
welfarism is that the niajotity ot present 
day Sit I ankans have never had to march 
or to light tor then everyday existence 
And. while the youth insui gcncies ol 1971 
and I9K7 89 stand out as evidence that only 
so much can he toleiated. there have been 
many more cases where responses to crises 
have bx'ti held in check and have then been 
lorgotten Nevertheless, in our view, the 
situation IS becoming extremely senous 

Notes 

1 rhero w,i\ I wulcspie.ul it target) mistaken 
beliet that capital inllows were a sign of the 
country'seconoiinchcalih 101.00 mtcmatiDii.il 
cainial (ihal had been constrained .il honK-l 
was liMiking tor pnitilablc outlets 1 he lilinus 
lest was leallv Ihe country's share of these 
flows .oiiipared with those ol others 

2 lalei there weie also other programmes 
ptoviding school iiniloims and mid day meals 
lot the poor 

I Foi .in insightiul oveiview ol the debate sev 
Osmam (I494i 

4 The 1971 ligua- is not i rucial to oiiraiguinent 
ItdiK's suggest t sharp improveiiK'nl in income 
cxiuality hut there has been much debate 
about Its .iccuiacyilxre 1977 Isenman I9S() 
lakshtnan I9it()| The 1971 sursey was 
conducted in l.miiar> Fehiuary when food 
gram avail.ihi1iiv was ahnonnally low and 
when ledistiihiiiion was being emphasised as 
government polic v Viemones ot the traumatic 
events ot 1971 I when there was a radical 
youth msuirection) wen* .ilso cldl scry fresh 
and there was ihcrefoic m all probability a 
pronounced tendency amongst the bcllcr-oit 
to understate then incomes There ts a gi'neral 
coasenvus that the decade from thecarly 1960s 
to the early i97()s saw income disinbulion 


imptove it is the extent oi that improvement 
that is highly debatdile 

^ The Labour Force and Socio-Economic 
Sufveys{LFS)of 1980-81,1985-86and 1990- 
91 recorded a steady change in the Gini 
coefficient foi income receivers by household 
in urban aieas Irom 0 44 in 1980 81 lo 0 62 
in 1990 91 Neither LFSs nor Consumer 
rinance Surveys (CFS) record any significant 
change m the {leasani sector, an improvement 
IS recorded in the 1990 91 LFS for ihe 
pl.iniaimn sector but ihc lunger term trend is 
ambiguous See Lakshman 1997 Table 6 12 
and Nanayakkara 1994 Table 16 

6 Mahawclides'clopmeni Middle F^ist migration 
and Ihc Two Hundred Gaimcnl factories 
puigramme arc clear examples in which people 
III Ihe periphery have benelltcd Relative lo 
Ihc si/e ot the rural labour foiie the number 
id |(ibs ciealed remained slight On this see 
Dunham and Kc'lcg.un.i (1997) and Dunham 
mil bdwards 11997) 

7 On this there is little contioveisy |see for 
c sample the World Bank 19951 However 
litile attention has been paid to the relative 
sc ale of these tninslcis and their vulnerability 

K Lajw country familc also henefiled from the 
closer pinximiiy to towns but much less 
because they were more likely lo lack p.ipers 
and because they were more likely to fall foul 
ol intense secunty checks in Colombo 

9 the volume nt output also incieascd by 
roughly 11 pcneni (Central B.tnk 1998a] 
1he rural population in the area was 
approximately 5 million fhe net inflow is 
delined as Ihe net sale .iverage per kilogram 
made tea minus the cost ot production 
multiplied by the output It is assumed on 
Ihe basis of figures Iroin the ministry of 
plantations, that 64 pet cent ot low country 
lea was in Ihc simdlholdei sector 

It) bor an elaboration of this argument sec 
Jayasunya and Dunham (I99H) 

11 Iln'Icadcroltheopposition RanilWickrema 
smghe announced in parliament reccndythal 
helwevn August 1994 and early October 1998 
ovci 11 5(X) armed forces personnel had been 
killed and 21,IXX) in|ured ISundai Island 
OclobcrII 1998) 

12 The fiscal deticil narrowed significantly, total 
public debt (as a share of ODP) fell inflation 
and interest rates came down national savings 
increased, the current account and theexiemal 
debt situation improved and a healthy level 
ol foreign reserves was maintained 

11 The revenue neutral G.ST rate is estimated to 
he above 16 per cent 

14 See the interview with the deputy inspector 
general nfpolice M H Kotakademya in c harge 
ol Ihe enmes. criminal intelligence and police 
sccunty division reported in Ihr hland 
Saturday October 17. 1998 
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Oxford University Press joins the rest of the country in congratulating Amartya Sen for winning the 1998 Nobel 
Prize in the Economic Sciences OUP is proud of its long association with Professor Sen and delighted that it has 
played some part in the dissemination of Professor Sen's ideas through the publication of several of his key works 


Just re-released 

Poverty and Famines 

An Essay on Entitlement and Deprivation 

His most famous book, Poverty and Famines — An Essay on Entitlement and Deprivation 
(highlighted in the Nobel citation) was the result of research conducted as part of a 
project established by the International Labour Organisation in 1969 It is conterned 
with the causation of starvation in general and ot tammcs in particular ITie method of 
analysis adopted is the 'entitlement approach', whieh concentrates on ownership and 
exchange 

' a book that embodies the best tradition of social science It IS ... 

empirical and rational, yet neither viitue is pushed to the point 
where human bemgs. are forgotten ' 

— Uu' FLomnusl 

'How severe is povertv ’ What causes famine's’ Amartya Sen 
proves that tirst-iate theorising can illummate the terrible, 
piac heal pioblcms of Asia and Africa' 
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inequality Reexamined 

019 828928 6 1996 (OIP) 215 x140 mm 222 pp. Rs 175 

On Economic Inequality 

(Expanded Edition) 

0 19 564734 3 1998 (OIP) 215 x140 mm 274 pp. Rs 225 

Hunger and Public Action 

(edited with Jean Dreze) 

0 19 563291 5 1993 (OIP) 215 X 140 mm 391 pp. Rs 195 

Indian Development 
Selected Regional Perspectives 

(edited with Jean Dreze) 
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India: Economic Development and Social Opportunity 

(edited with Jean Dreze) 
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POSITION OF DIRECTOR, HIVOS REGIONAL OFFICE, BANGALORE, INDIA 


HIvos IS a development organisation which stands for emancipation, democratisation and the fight against poverty 
in developing countries Financial support (in 1997 ca NLG 90 million total) is intended for more than 700 local 
private organisations in 30 countries in Africa, Asia and Latin America. Their activities are directed at economy 
and credit, art and culture, women and development, environment, human rights and aids-prevention. the five 
sectors of Hivos Two innovative initiatives of Hivos are the North-South Plan of Hivos and Triodos Bank and 
the Hivos Culture Fund Hivos employs 66 people A portion of the work is carried out by regional offices in 
Zimbabwe, India and Costa Rica 

At Hivos the following vacancy will arise shortly: 

Director Regional Office India (post: Bangalore) 
responsible for the India-programme 

(Hivos supports partner organisations in Karnataka, Orissa, Rajasthan, Andhra Pradesh, Tamil Nadu, 

Maharashtra, Gujarat and New Delhi). 


Function profile for the position 

to manage the Hivos regional office 
to represent Hivos in the region 

- to be delegated responsible for the entire execution ot the Hivos-programme m the region concerned 
to facilitate policy and to propose policy innovations 

to coordinate with Head Office the financial annual planning and budget 

- to maintain contact with development organisations and opinion leaders in the region 

to maintain contact with embassies and (ellow-organisations (in connection with Eurostep, ZNF, and GOM) 

Qualifications 

- extensive and broad experience in senior management and leadership positions in development organisations 
experience in the Asian region will be considered an added advantage 

experience with development work of a social nature 

- capable of financial control and overall management 
insight and experience in automation 

- knowledge and keen interest in the sectors Culture and Economy & Credit which are specific for Hivos 

- well-acquainted with the present debates on international collaboration both in India and the Netherlands 
excellent expression skills, both written as well as oral in Dutch and English 

The appointment will occur on an employment contract for the period of three years. The salary amounts to 
NLG 5,432 00 minimal and NLG 8,225 00 maximum, depending on experience and allowances for posting abroad 
You can send your written reaction, before 15 January 1999 and with reference to 'vacDROind' (India) to 
Hivos attn Kizmi J Hendrison, Human Resource You are requested to write your tetter and curriculum vitae 
in English Further information can be obtained between 12 and 20/12 and after 4 January 1999 from Regien 
van der Sijp, Director Programmes and Projects, tel 0031-70-376 55 20. 

- Only Dutch nationals need apply 

- Hivos strives for balance in the composition of its staff 
Therefore we especially urge women to react to these positions. 

Hivos, 16 Raamweg, 2596 HL The Hague, The Netherlands 
Tel no. 0031-70-3765500, Fax 0031-70-3624600 
E-mail k hendrisondhivos nl, internel.www.hivos.nl 
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Water Resource Planning 

/\ crucial question in the context of the powerful movement that has 
c merged against big dam protects is whether there aie effective 
alternatives to large dams tor meeting the future needs of water and 
There have been some very successful local initiatives in 
^ w^e(imd development and social transformation, which seem to 
b indicdt^hat significant results can be achieved through these means 
''Vjiai/^lnccded is a major reorientation in the approach to water 
^icstiq;^ policy Some recommendations 3198 

''Al^rtya Sen and the Popular Imagination 

While the common perception is that Amarlya Sen has been given the 
Nobel Pri 2 c lot his humanilarianism or his work on famines or in 
development economics the oflicial citation released by the Royal 
Swedish Academy of Sciences stales that the Pri/c is in lecogntlion of 
I Son s contiihutions lo wcitaic economics” TTiis is the work lepoiled 
j III Ins classic book ( ollcdne Choue and Sotial W<lfaK, a work ol 
immense elegance that combines loimal logic, welfare economics 
and moial philosophy 3206 

Gulf Migration and Kerala 

Migration lo the Gull and migrant remittances have been the laitor 
which has had the most impact on Kerala s economy since the 
mid J97()s especially on the labour market consumption, savings, 
miesiment povcil) income distribution and economic growth 
An analysis ol ihc pluses and minuses 3209 

International Capital Flows 

Ihe world needs international Hows ol capital But the present 
aiiangcnient arc siructurally flawed And the IMF s contemplated new 
chapiei 10 the Brctton Woods agicement tillers more of the s.inic 3191 


Telephone Tariffs 

In tixinc icic’phnnc (anils the TRAl 
would do well lo invcsiigaic ibe 
sli lie HUS idoptcd by the developed 
countries when they wcic trying lo 
increase then telephone densities and 
houscitnid pcnciialion as we arc 
iticmpting lo do now 3175 


No Decline 

Despite a clear polarisation between 
tirhan and niia) voters the results ol 
Ihc 1998 I ok Sabha elections in 
West Bengal recontirm Ihc 
popularity ol the Lett coalition at 
the glass roots 3214 


Neglect of Bank Credit 

The issues ansing from It) Ihc flood 
ot high interest debt instruments 
liom the linancial institutions and 
publir sector undertakings and 
(II) the general neglect ot hank credit 
as an instrument ot development 
call tor urgent attention 3166 


Caste and the Census 

I or getting insights into ongoing social 
processes in the country enumeration 
ol castes in the census is not 
necessary or even possible 3178 


Ordinance Raj 

Justice Sujata Manohar ol the 
Supicme Court has laid (Ik loundaiion 
for challenging ordinances on Ihc 
giound that tl is tor the government 
to pmvc that immediate action was 
requiral when the legislatuie wis 
not in session 3173 


‘Fire’ and Hindu Right 

The lilm hire has been so violently 
.tttacked pitciscly because it is pcaeiv^ 
as challenging male contiol osei 
temalc sexuality which is .ii the base 
ot the power structures - ol lamilv 
caste ind cl<iss - which the 
ifin du right seeks m picse rvc 3176 

Rural Electrification 

Rural eleetntication with the emphasis 
on productive hcnctiLs is economically 
viable .ind ihe present lantt 
subsidy mess can he cleared up 3181 


Russia’s Torments 

Yeltsin’s Russia is hogged down in 
chronic debt and dcticit tmancing 
Its nckeiy linancial structure marked 
by phenomenal tax cv,ision capital 
flight and paucity ol linanci.it 
controls 3186 






LETTERS TO EDITOR 


Seam ftf and Concern 

THIS ii> the story of a signature campaign 
that was started in Delhi on December I 
by a lew concerned citizens to express 
anger at the recent spate of attacks on 
minorities and to express solidarity with 
Christian institutions all over India which 
observed December 4, 1998 as a day of 
protest This campaign was begun on 
December I in the locality where the 
initiators of the campaign lived and 
they expected to get maybe I SO to 200 
signatures But they had no idea what 
a seam ot angci and concern they had 
tapped among the ordinary people they 
approached shop keepers housewives 
students 

Within thret days they found the state 
ment had found its way to different parts 
of Delhi as signatories carried it in turn 
to their homes and places of work By the 
afternoon ol the 4th there were 1,004 
signatoncs from different parts ot ‘he city 
(Nangloi Janakpuii Delhi Unisersitv 
JNU south Delhi colleges and east Delhi) 
fhe signatoric s include students teachers 
houscwises laboratory technicians and 
nurses film makers satai karamchans, 
bank employees government servants 
advocates theatre pervinalities and jour 
nalisis the overwhelming majority ot them 
from the majoiity community 

Wc want to share this exhilarating 
experience with all of you I he following 
IS the* ii xt ol the statement 

Slot \l lAt XS ON Minoriiu s 

Wc the undersigned ordinaiy citi/cns 
from all walks ot life want to express our 


strong sense of outrage at the recent spate 
of attacks on minonties, particularly 
Christians These are clearly part of a 
systematic campaign by the saffron right* 
wing to deny the rights of citizenship to 
people and communities who do not fit 
into their idea of Tndianness’ According 
to them, only the most bigoted and hate- 
tilled minds qualify to be Indian We 
believe that such a campaign is disastrous 
lor people of all communities and for the 
survival of India as a democracy 
We express solidanty with our fellow 
citizens of the Chnstian community who 
are observing December 4 as a day of 
protest, and call upon everyone who shares 
our feelings to resist this hate campaign 
at every level 

Kanupnya (student), Devaki 
Menon (housewife), Amitav 
Mukherjee (bank employee) 
Ramesh Kumar (dnver) 
and 1 0(X) others 

Delhi 

Assault on Tire’ 

I lib hindutva bngade has done it again 
C incma halls in Mumbai Delhi Pune and 
Suiat at the last count, have been 
sandalised to stop the screening of the 
film Flic - all in the name of Indian 
culture and tradition While liberal opin¬ 
ion has expressed disgust at the trampling 
of artistic trccdom and the brazen viola 
tion of the rule of law there is need to 
go a bit beyond It deserves to be probed 
why when Michael Jackson receives a 


red carpet reception.‘Kamasutra* does not 
elicit a murmur of protest and mainstream 
cinema with its routine fare of grossly 
vulgar titiilation keeps doing business as 
usual, the assault on 'Fire’ which has not 
only won 14 internationai awards but has 
also been passed by the Indian censors at 
the very first instance without any cut. 
albeit with an *A’ ceitificate 

Ihe stoiy of the film revolves around 
Its two women protagonists mamed to 
two brothers in a joint family, dnven by 
dejection bordenng on despair caused by 
the callous disiegard by their spou'ses The 
women happen to find solace - emotional 
and physical - in each other They finally 
quit their husbands’ house in open defi 
ance The film gives out the message that 
lesbians/homosexuals/bisexuals arc as 
human as anybody else and have as much 
nght to live their own lives Further it 
upholds the feminist challenge to the 
patnarchal family founded on male supre 
macy Lesbianism emerges as the ultimate 
rejection ol the male as the provider not 
only of material needs and emotional 
support but even of sexual fulfilment 

It IS no wonder that for (he proponents 
of one nation, one people one culture 
any deviation from the norms laid down 
or practised by the dominant majonty’ 
heterosexuality in this case is ipso facto 
illegitimate perverse and subversive 
And similarly the defiant declaration of 
complete’ independcnci by the two 
women protagonists cannot but be a slap 
in the face ot the standard bearers of tra 
dition which holds (hat the highest ideal 
ol Indian womanhood is provided by the 
woman who carries her leprosy afflicted 
husband, literally on her hack to the 
quarters dispensing commercial sex tor 
the giatification ol his carnal desire The 
immediate political context including the 
growing tensions within the hindutva 
camp, seems to have been the tnggermg 
factor 

Finally it is necessary to keep m mind 
that democracy' docs not mean just the 
rule of the majority' Democracy, in 
the final analysis, is the right to dissent 
and deviate Hence the protection ot 
‘minority nghts’ and ‘rational’ discourse 
as the cherished mode of conflict resolu 
tion constitute its very essence By this 
token, the mindless assault on ‘Fire’ is 
yet another grim remainder ol the grave 
threat that Indian democracy is currently 
facing 

SuKLA Sen 

Mumbai 


Subscription Rates 
Inland 

(including Nepal ind Bhutan) 



Six months 

One year 

Two years 

rhree years 

Inslitulions 


800 

ISOO 

2200 

Individuals 

ConrcsMonal Kales 

ISO 

6S0 

IISO 

1700 

1 c ac he rs/Rt sc irc hers 


42S 


IISO 

Students 


too 


- 


( oncccsinnal ritcN are ivjilable only in India To avail ot concessional rales ceftificoie from 
rchvint inUilulion is essential 

Rciniit uiu hv money ordcr/bank draft/postal order lequesicd Please add Rs IS lo outstation 
chiquts Inwards bank collcclion charges 


Foreign (m US 

Air Mad Surface Mail _ 


Institutions 

Individuals 

Institutions 

Individuals 

Pakistan Bangladesh and ho Lanka 

80 

SO 

65 


USA CiUiada. UK Furope Japan 
New Zealand Ausiraltu and Russia 

ISO 

100 

90 

6S 

All other countnes 

too 

70 

70 

so 


Alt remittances to Kconmnir and Political tXcekiy 


ttSK 


Rconomic and Political Weekly December 12, 1998 





ECONOMIC 

AND 

POLITICAL 



*• 


Insurance Nightmares 


S IGNALLING its resolve to introduce it in parliament 
in the next few days, the government has this week 
circulated among MPs copies of the red-hot Insurance 
Regulatory Authority Bill aimed at putting an end to the 
monopoly of the government-owned Life Insurance 
Corporation (LIC) and General Insurance Corporation (GIC) 
in life and general insurance, respectively. Alter its approval 
by the cabinet towards the end of last month, the simmering 
opposition to the measure had come into the open. While 
their representatives did not evidently oppose it within 
the cabinet, at least five parties forming part of the ruling 
§ IP-led coalition (Shiv Sena, Trinamul Congress, Akali 
Dal. Samata Party and AIADMK) later came out in public 
against the proposed bill. But what caused the government 
the greatest discomfiture was the aggressive defiance, 
within the .so-called Sangh parivar, by the Swade.shi 
Jagran Manch, the Bharatiya Mu^door Sangh, (he RSS 
and even 50 BJP MPs who arc known to have signed a 
inemoiandum opposing the bill. In a .sense none of this 
should have surprised the BJP leadership, for till coming 
to power less than a year back it w.as the declared policy 
of the party to oppo.se any opening up of the insurance 
sector. This is also the explicit position the parly had 
taken in its manilcsto for the Lok Subha election and, 
before that, it had in parliament opposed the bill on the 
subject brought forward by the then Deve Gowda 
Hj-wcrnment. The whole episode has thrown into bold 
relief once again the pervasive confusion that prevails 
in the BJP and the larger Sangh parivar on matters of 
economic policy. 

Against a backdrop as murky as this, it is indeed notable 
that the bill now circulated among MPs shows no com¬ 
promises compared to what had been approv ed by the cabinet 
last month, not even in respect of the limi l on foreign equity 
holding m prospective new entrants into insurance. No 
doubt this must he credited to the compulsions of the 
economic facts of life. It now remains to be seen whether 
the political facts of life tempt the Congress Party to 
try to put difficulties in the way of early enactment of 
the bill. Ttie Congress can only do itself harm if after 
having espoused insurance reform m its economic pro¬ 
grammes and its election manife.sto it were now to choose 
IP strike more ambiguous postures in search of short-term 
political gain. 


It must remain something of a pu/.zie, though, why the 
opening of insurance business to a measure of competition 
after over four decades of government monopoly should 
have become the favourite nightmare of .so broad a political 
spectrum - from the protagonists of ‘swade.shi' on the right 
to the opponents of economic reform on the left. Clearly, 
should the bill to he introduced in parliament in the next 
few days be passed, in the current session or the next, the 
direst prospect cnvi.sagcuble in the near term is that of 
some public sector hanks, such as State Bank of India and 
Bank of Baroda, and financial in.stitutions, such as the 
IDBI and the ICICI, applying to the Insurance Regulatory 
Authority (IRA) for permission to set up shop. The 
scenario will not be markedly different from the one 
after the government decided .some years hack to license 
new private sector banks. Only, such is the vacuum in 
cxperti.se and skills bequeathed by the long years of the 
Lie’s and GIC's exclusive reign that in this in.stance the 
Indian banks and financial institutions will need perforce 
to seek the collaboration of .some of the well-established 
international insurance companies. But in view of the 
sweeping powers earmarked for the IRA in such areas 
as directing the deployment of insurance funds and 
regulating tariffs, fears of premium income earned here 
being spirited away abroad and of destructive tariff wars 
belong to the realm of nightmares. It is provided, for good 
measure, that the IRA would be bound by the directives 
given by the government on all matters of policy with 
the further proviso that the government’s decision on 
what constitutes a matter of policy would he final and 
beyond question. It is al.so provided that .should the 
government at any time get the impression that the IRA 
was persistently acting contrary to its directives, it could 
altogether supersede the regulatory body. It is not quite 
illegitimate to sec in these provisions a whiff of the 
government’s over-eagerness to keep a tight lid on 
things, but it is best perhaps to suspend judgment. For 
the moment what is important is to make a beginning, 
even if it be less than perfect. At the same time, to invoke 
demons from the distant pre-nationalisation past and 
to wallow in the circumstances that had paved the way 
for government take-over of insurance business in the 
first place is to forswear all hope of progress. More 
nightmares. 
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FINANCIAI INSTITUTIONS 

Deal'Making in Private 

\ tont 'tpomUnl writes 

PHIl IPS di'LiMon to sell its Salt I akc 
maiuitactut in); eMablishmcnt in Calcutta has 
evoked mote than ordinal v inteicst in the 
media and in corporate tildes An important 
landmark was set to \ mish from the city and 
not uncxiiectcdly the general meeting ot 
shaieholdeis c.illed I isl week spetilically to 
approve the proposal turned out to he a 
turhuUnt ill iir Wiaiigles ovei priKedure 
and technualilics m iiked the pioiecdings 
In this situation the linimial institutions 
with a shaicholdinu ot ihoiil 20 per cent 
iiiiong them could have given the lead in 
impaiiirii' iconstiuiiivcdiiectioniothe dis 
lUssion Instead their representative chose 
to remain iloolandiininvolved it the met ting 
Wh itvveietlieissiies ’ Ihecompany soiieht 
toexpl nil the i losiireol its Salt Lake lacility 
IS having been lorced upon it by tilt 
competitive ciivnoiimenl and the emciging 
icchnologic ilimpeiatives Iherestruelurmg 
the compmv spokespeison pointed out 
involved coiiiples issues ol manaueitient oi 
tcchnologv diicimiiu'd work processes 
locusine on loie compeieme out sourcing 
ol It tivilies turning out to lit peripheral and 
cost etli'clivelogistii stortustomei liiendlv 
niiiketiiie Inuiiediaielv liowtvei theiewas 
the t|ucsiion ot how the intcic'sis ol the 
cinplovees diieiilv illctled hy the sale ol 
the S lit I ake establishment wete going to 
he itconiiiioditcd I he company naturally 
■ I unied It hid siiuck i balance which w is 
lilt best ichicvabli'iritheclicumslanees But 
w IS this It illv the c ise ’ 

I he liii inciahnstiiuiions shouldhaveheen 
ex(iccled lo bung these issues into the open 
at lilt shiicholdeis meeting so thit the 
man igciiieiii ot the tonipany would have 
been coiiipc'llcd to shaie with the oidinaiv 
sh iieholdeis and the public at large ail the 
inloiiM moil iiid calculations which it 
c l.uiiic d It li id piov ided lo all the regulatory 
ind idmimsii itive lulhoriiics including the 
govciiiment ot West Bengal But how did 
the tmaiicial iiistiiiitions actually respond lo 
the challenge ’ According lo press reptiris 
then rcpicsciilaiivc it the meeting made a 
baic loin sentence intervention to make the 
h lid innoimcc incut that the institutions would 
support the ollicial resolution approving ol 
t he step t ike II b VI he company ’ s management 
it II were onlv amciidecl lo make it sub|ccl 
to the iiisiiiutions apiiroval I vidently the 
nisiituiions had no sioniach loi participating 
m an open discussion at the shareholders 
meeting .iiiJ were signalhiig their prelcrence 
loi (losed dcHirdiscussicms with Ihecompany 
in the seclusion ot their corporate ottices 
Was I hts because I he mandaiorv notice pet nxl 
ol thiee weeks lor the shaieholdcrs meeting 


had not been enough tor them to have 
erystallised their positions^ Or is it that over 
the years such closed-door negotiations and 
deals have been their established approach’’ 
I mder the law the tlnancial institutions enjoy 
no s|x:cial privileges or status not available 
lo other shareholders yet that they so non- 
c halanlly insisted on a special tight ot approval 
ovci and above approv.il by shareholders 
showed deeply entrenched attitudes attuned 
to special tieatmeni and deal-making in 
private which make a mocketv ol what is 
iindei stood by corporate democracy 
1 he types of issues that the Philips pro 
posal has raised will incicasingly come lo 
the lore with the restruciunng ol companies 
and businesses that is undei way in many 
Si dors ol our economy Enhancing share¬ 
holder value has to he the piimaiy cum cm 
hut manage-ments have lo wise enough 
not to be dismissive ol the contems of other 
iiiteicsi groups In the coming months and 
vcais shareholders ot mtiny companies laigc 
mcl small will he called upon to understand 
leview and evaluate the incrcasuiglvcomplcx 
md intiicaiedec isionsot managements The 
b isic purpose ol such meetings ol sharc- 
holcleis will be lost if pioccdural wrangles 
lie allowed to obscure substantive issues 
Minority individual shareholdets cannot 
always be expected to lully comprehend 
miu h less counter the sophisticated moves 
by cntienchcd interests in powcriul com- 
|i lilies So the linancial insiiiuiions have lo 
step in ind shoulder their responsibility 
Wheicvcr they have suhsianiial share 
holdings investors would expect them to 
discharge their lole wisely and ob)cctively 
I inancial institutions have to share then 
concerns openly in general body meetings 
ol shareholders that would help to lay the 
loundations ot icsponsihle and transparent 
corporate behaviour I nless they arc prepared 
to take on this role senouslv wc ran the iisk 
ol slipping into a situation in which, as has 
happened m Japan and several other 
countries shareholders meelmgs ate fixed 
ind stage managed lo suit the puiposcs ot 
company managements 

poi tries 

Not Easy for Congress 

A SIGNIFICANT feature ol the recent 
assembly elections in the three north Indian 
states has been the rctneval oi the dalit and 
niinonty vote by the Congress torthe first time 
III the post Ayodhya penod Even in UP. in 
I he assembly by-cIcction from Agra where 
dalits ,uid Muslims constitute a si/cahic pnv 
portion ot voters, the Congress came second, 
ahead of the Samajwadi l^rty (SP) A month 
hack m Bihar Congress had been successful 
in holding on to four legislative council seats 
Vet speculation that the shift in dalit and 
Muslim voting patterns seen in the assembly 


dectionspointjtoacomebackbytheCbngitr 
mthe two most populousstates of Uttar Pra^ 
and Bihar is clearly prematune. 

In the three northern states that went t 
the polFs. the non-BJP. non-Congress partic 
had little significant presence Whil 
whatever remains ol the Janata Dal (JD) gc 
washed away in all the three states, th< 
SP and the Bahujan Samaj Party (BSP 
tor the first time opened their accounts r 
Madhya Pr.)clesh and Rajasthan, respectively 
Similarly in the lour assembly by-election 
in Bihar, though the Congress improved it 
pcrtormance in terms ot votes polled i 
achieved no breakthrough in terms of c 
victory in any ol the constituencies Laloc 
Piasad Yadav s Rashtnya Janata Dai (RJD 
captured ilircc ol the lour scats indicating 
that a possible Congress rcsuigcncc in Biha. 
IS going to be no cakewalk Also intheAgr. 
bv-cicctionthc possibility ot the voting ticnd- 
in the adjacent states having influenced the 
pol I outcome I n I a voui ot the (Vmgress canm. 
berukxloui In any case a single by cicctior 
IS ohsiciiisly too iiisidliticnl .1 basis lo 
drawing general conclusions loi a slate a‘ 
vist and divcisc .is I'tnr Pradesh 

Nevertheless the impressive perloimance 
of the Congress in the thiec north Indiai' 
stales though largely at the expense ot the 
Bharatiya Janata Parly (BIP), is cause o. 
consternation tor parties like the SP the RJC 
and the BSP It is not just a tome idence that 
the Congicss has so fai told shouldered the 
ciill ol the Rashtnya I okiamric More ha 
(RLM) to topple the BJP led government at 
the centre Alter its success in the assembly 
elections lecaptuiine its base among the 
dalits and minorities in Uttar Piaticsh and 
Bihdi must rank vciy high among the 
Congress Party s piiorilics The SP and the 
RID ate not unaware of this The RLM s 
khabardar tally in Patna which captured 
newspa|)cr headlines lorchicl minister Rabn 
Dev 1 s intemperate remarks against the state 
governor was in lac t intended to be a demon 
Stratton ol the RID s supposedly undimini 
shed hold over the crucial yadav Miisitfr 
vote hank despite their leader Laloo Yadav 
being in detention on corruption charges 
the hy election results suggest that the RJD 
stands to g.iin in north and central Bihar il 
the Vananc hal issue is pursuc*d any turthei 
by the BJP-lcd coalition at the centre On 
the other hand Laloo Yadav’s aah nval 
Ram Vilas Paswan ot the JD has been 111 
close touch with the Samata Party and a 
fragile upper caste-dalit .iliiance may be in 
the offing m Bihar This leaves the Congress 
with not much political space to become a 
major player in the slate 
Similar is the ease in Uttar Pradesh, wher^ 
any attempt to make headway by the Congress 
will sooner than later bring it into sharp 
coninintatton with the BSP and the SP The 
party will have to depend on some nat 10 n. 1 l 
issue, besides just a national leader, to enabit; 
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It (o nde over the highly compattmentaliscd 
electordte spawned in the post-’Ayodhya. 
post'Mandal perux] in UP and Bihar 

INFLATION 

Which Prices? 

<^NI' single issue that lan be said to have 
dominated the dec linnsto the state assemblies 
held on November 2'i was that ot the pnte 
nsc It Is generall) agreed that the rise in 
pnees III the euricnt Itscal year has been the 
highest III iCLCnl years However eonlusion 
seems lo picvail as lo the extent ot the pnte 
rise 

This contusion is due largely lo the use 
ot index nunibeis selectively For example 
It one me isuies ihe rise iii prices by the index 
number of wholesale prices (WPI) it gives 
us one nuniher On the uihci hand it we 
measure the prii e i ise by using the i onsiimei 
price index (CPI) we get a dittcicnt pic tine 
The reason wh> this is so is because while 
WPI rellccis price changes ot conimodities 
conipiisine tlic loud bisket ot commodities 
he the V tin ikonsumci eoodsorintcrmcdiale 
eoods oi even i iw maicriats CPI retkcls 
pnee chances with respect lo only tinal 
Ik nsuinci eiKids Ilcie it must he added that 
111 India ( PI IS constructed separately lor 
industiial workeis uthaii non manual 
cmployets and agiiculUir.il labouiers Phe 
ration tie behind ihe construction ot separate 
f PI lorcachol these ihice categories is that 
the b iskt I ol commodities whtc h enters into 
their btnlgcts is not nc'ccssaiily Ihe same 
Also the wi'ighis relevant lor separate com 
modilv ciou|)s dillei lioin one category of 
wotkiis to the other Quite natuiall) Ihe 
scnsiiiviiv ol each ol these indices ditleis 
deiK’iidint'iiponlhccommodity gioups which 
hiippen to be allecied relaiivclv more by 
t>ricc changes 

Thus ovci the last 12 months ending 
Ociobc'r IWS while WPI legistered an 
^'1 lease ot K per cent CPI lor agiicultuial 
laooureis increased by 12 pei cent that 
loi urban non manual employees by 12 7 
per cent and that tor industrial woikers by 
M per cent It is particulaily noicwoithy 
th It Ihe gap between the increase registered 
in WPI and that icgistcred in the thtee CPI 
indices w.is ncvei so stunningly large in the 
past live vcais as in the last 12 months 
The piincipal leason toi such a wide gap 
between WPI and CPI is that in these 12 
months the commodities that figure in the 
budgets ot the v arums categories ot woikers 
have stillcrcd disproportionately large 
price increases While the overall pnte 
inc I case dunng the last 12 months as recorded 
III WPI was as indic.ited above 8 per cent, 
the pnee increase lor primary food articles 
was veiv much highci at 21 per cent And 
4hesc include not just onions and potatoes. 

It IS this aspect ol the recent pnee increase 


that deserves urgoit attention, particiihify 
when one is considering compensating 
workers tor the erosion of tbeirreal earnings 
To talk of inflation in terms of increases 
in WPI IS totally misleading, both as a tool 
ol policy and also as a yardstick forensunng 
that the real earnings of workers are duly 
protected In tact it is now generally accep¬ 
ted at the international level, that only 
consumer pnee indices are used lor inter- 
country comparisons ot the incidence ot 
mtlaiion Whatever use we in India may 
continue to make ot WPf, it is absolutely 
necessary that we look at the changes in 
c onsumer pne cs to decide on the appropnatc 
policy measures Otherwise, the policy 
resimnscs may be neither adequate nor timely 
as has been the case in the past 12 months 

BJP 

Damage Control 

A ionespondent unres 

An ER having been trounced in the recent 
Slate .issemhiy elections the BJP has now 
become a wolt in sheep s clothing Home 
minister L K Advani who till the other day 
was claiming that the demolition ot the Babn 
mas|id was a triumph ol hindulva is now 
u ady to shed his saftron robes .ind don sack- 
c loth .md ashes, ludging by his statement at 
Nccm.u h in Madhya Prtdcsh that Ihcdcmoli 
lion was a singularly unl(ntun.ite incident that 
liad been a setback loi himsclt md his party 
His senior colleague prime mimsii i \M 
V ijpayec has gone .i step Uirthci Although 
his party the BJP and he tiimsclt h.id been 
demanding Ihe sci,ipping ol Article J70 all 
iliesc years ail ol a sudden dining his icceni 
visit lo Kashmir he .innounced .« a piess 
lonlerencc th.'ii thcic would be no change 
III the special si.uus ol Jammu and Kashmir 
(i onicrred by that article) In other parts ot 
die country the BJP is trying its best ui keep 
Us distance from the violent activities and 
siiidcnl communal piopaganda that other 
outtits ot the so-called Sangh p.u’ivarc ontinuc 
to indulge in While the Shiv Sena in 
Mahamshtra threatens to prevent the Pakistan 
cricket team’s visit to India its ally in the 
stale government, the BJP. assures cnckct 
lovers that it welcomes the team In Gujarat, 
w hilc the BJP s political kith and kin in the 
\ ishwa HinduPanshadt VHP) arc breathing 
lire .tgainst religious minorities, the BJP 
eoveinment there ts issuing statements 
assunng them ol saicty - without taking any 
concrete steps to protect the Muslims and 
( hiistians liom the physical violence that 
iliey often face from the VHP goons 
The public relations exercise undertaken 
by the BJP to solten its image is calculated 
to woo back the liberal-minded urban middle 
c lasses who had voted tor Ihe BJP in the last 
parliamentary election, but who withdrew 


(bat stippoit tn this witm ttssembly d^ions 
afler laving been alienated by the Sangh 
panvar’s abrasive eliorts to impose its 
authontanan hegemony over educational 
institutions The hasty retreat by numster lor 
human resourcedevelopmeni Murit Manohar 
Joshi Irom his initial plan to ‘sattronise the 
school curricula at the state education minis¬ 
ters’ conference in Delhi some time ago and 
the volte-face by the BJP suite government 
in UP which has gone b<vck on its earlier 
decision to make Ihe singing of Vande 
Mataram’ compulsoiy in every schtMil in the 
state are indicative ot the BJP s clltins to 
make itscit look respectable in the eyes ot 
thccduc.itcd Hindu middles kisses and appear 
secular to the minorities 

ITic damage-control mc.isures by the BJP 
are also expected to provide an excuse to 
the party s allic's to continue then support 
to the government ol Atal Beh.iii Vajp.iycc 
The allies - a motley collection ot mgiunal 
parties and groups like the Samata Party 
Irom Bihar, the TDP Irom Andhra Pi.idc'sh 
the Akali Dal Irom Punjab the K ishinii- 
based National Contcrcnccand Ihel nnamul 
Congress Itom West Bengal cannot allord 
to desert the BJP-led governmeni at the 
centre since they do not (hue to liicc tiesh 
elections Indications ot their dwindling 
political influence were available trom the 
results ol some rcccntlv-hcld assembly by 
elections Inthcioui assembly constituencies 
in Bihar, Lalcm Yadav s RJl) lutaincd three 
and Ihe CPI(M) Ihe othei In Punjab, the 
Akali Dal lost its scat lo the ( ongiess In 
West Bengal the I nnamul was in iinccd by 
the CPKM) in the hv elections Fveii in 
Andhra Pnidcsh the pull ot chicl minisur 
Chandrababu Naidu s computcr-savvv 
public relations exercise is l.tst wcanng olt, 
with the rural elcttoMlc threatened with 
displacement hy his ambitious modeinisaiion 
projects Besides these allies havcalicnaicd 
Ihe minorities in their respective suites 
because ol their lie up with the BJP 
In the near liiluic theielort ihc allies ot 
the BJP will tiv lo disi.incc themselves Irom 
Ihe Sangh panvai without wiihdiawing 
support to the govcinmeni this eminenlly 
suitstheCongiess whichtill nowh.ischosen 
the wise policy ot allowing Ihe BJP led 
government a long rope so ihat it further 
discredits itself and Ihc BJP is reduced to 
a weak opponent in Ihe next Lok Sihha 
cleclinns With the diminishing electoral 
prospects ot the lorccs of the Thitd from 
the la;ll parties will have lo woik out iheir 
strategy carclully Thu will involve giving 
up dreams ot being pari ol a govcmmcni at 
the centre and instead reconci ling themsei v cv 
to Ihc mie ot opposition in parliament This 
will give them the opportunity to lake up 
popuiarissues tor campaigns .'indconsolid.iie 
their base - tasks which have been totally 
inrgntten in their recent pursuit ot a share 
ot power at the centre 


Tlftl 
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Rinking and monetary (icndii reflect sluggish activity in the real economy. Penislenl erosion in share values and limited opportunities far other inveshnenls have induced 
over 21 per cent growth in bank deposits. Increase in RIII credit to the government at Rs 16,29.1 crore even in the alnence of the old ad hoc TB system has been 
phenomenal RRI s assistance to the commercial sector has also been substantially larger than la.si year (hher banks’ credit to government so far this year (Rs 31,844 
crore) has been lower than last year (Rs .34,5.37 crore) Bunks' assistance to the commercial sector at Rs 19,029 crore conshtutea only about 2S per cent of incremental 
bank depn.sits (27 9 per cent last year) 

Macroeconomic Indicators 


Variation (Per Cent): Pomt-to-Ppint 


Index Numbers of Wholesale 
Prices 0981-82= 100) 

Weights 

Nov 21, 
1998 

Over 

Month 

Over 12 Months 
Latest Previous 

Fiscal Year So Far 
1998-99 1997-98 

1997-98 

1996-97 1995-96 1994-95 

All Commodities 


358 9 

nee 

0.2 

8.1 

40 

6.5 

3.7 

5.3 

6,9 

5.0 

10.4 

Pnmarv Articles 

Ftwr) Articles 

32 30 

395 2 

16.4 

1.5 

1.3,6 

3-0 

5.5 

7.0 

5.4 

12.7 

17.39 

407.1 

-0.1 

20.8 

-0.1 

18.8 

2.4 

4,0 

9.6 

9.8 

11.9 

Nun-Food Articles 

10 08 

383 8 

0.9 

12.7 

3.7 

7.7 

3 7 

8.5 

3.5 

-1.9 

1.5.5 

Fuel, Power, Light and Liibriauus 

10.66 

3SI.7 

0.5 

I 1 

13 0 

-4)6 

9.4 

11.4 

16.9 

3.7 

2.4 

Miuiufuctured l^nliicts 

57 (M 

334 1 

-0.2 

4.7 

3.7 

3.7 

3.0 

40 

4.9 

5.0 

10.7 

Food Products 

10.14 

351.9 

-1 3 

9.5 

5.3 

8.0 

4.1 

5.5 

14.1 

-0.7 » 

8.1 

Food Index (computed) 

All Commodities (Average Basis) 

27 53 

424.8 

-0.5 

17.) 

1.6 

15 3 

2.9 

4.5 

III 

6.3 

10.6 

(April 4 - November 21, 1998) 

10000 

351 2 
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5,6 
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47 
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6.4 
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10.9 


Cost of Living Indtrrs 

l.uh'sl 

Month 




Variation (Per Cent): Point-tu-Point 




Over 

Month 

Over 12 Months 
Latest Previous 

Fiscal Year So Far 
1998-99 1997 98 

1997-98 1996-97 

1995-06 

1994^95 

Induslnul Wirrkers (I982=I(X)) 

4.33 O'" 

.3 1 

18.6 

55 

13.9 4.0 

8.3 

10.0 

8.9 

9.7 

Uihan Niin-M;ut Fjiip (1984-8.5=I(X)) 

147 O'" 

2.1 

14.5 

5 9 

11.2 4.1 

7.2 

102 

8.2 

99 

Agri Lab (1986-87-1IX)) (Link factor 5 89) 3l»4 O'" 

24 

156 

1 5 

11.8 04 

3.8 

lO.S 

72 

Ii 1 

Money and Banking (Rs crore) 

Nov 20. 




Vanalioii 






1998 




Fi.scal Year .So Far 






Over Month 

Over Year 

1998-99 1997-98 

1997-98 

1996-97 

1995-96 


Muncy Supply (Ml) 9I7620(« 

CuiTcncy with Ihihlic 158719 

Deposit with Banks 755245 

Net Bank ('retlil to Govt .378756 

Bunk Credit to Cuiniiil .Sector 4457.32 

Net l^rcign Hxchange As.sct.s 1.35995 

Reserve Money (Nov 27) 2.399.30 

Net RBI Credit to Centre 146456 

RBI Credit to Bk.s/Coinm Sector 19730 


2546(0.3) 
746(--0.5) 
3201(0.4) 
7975(2 2) 
-1264(-0.3) 
-46(00) 
1718(0 7) 
.37(00) 
271(1.4) 


1.50013(19.5) 92231(11.2) 
14487(10.0) 1.3.5.37(9.3) 

1.36907(22.1) 78643(11.6) 
60467(190) 481.37(14.6) 
-59164(15 3) 1.3.542(3.1) 

17494(14.8) 9426(7.4) 

.3229.5(15.6) 1.3697(6.1) 

24283(199) 12839(9.6) 

6329(47 2) 4448(29.1) 


657.59(94) 12.3451(17.6) 97841(16.2) 72.581(13.7) 
12145(9.2) 13095(9 9) 1.3829(11.7) 17.577(17.5) 

51772(9 1) 110036(19.4) 84162(17.5) 5.S(M2(I2.9) 
2967000.3) 42000(14,6) .30840(12 0) .3.5.360(15.9) 
10261(2.7) .5588.3(14.9) 316.59(9 2) 5192.5(17.7) 

13004(12.3) 21072(20.0) 233569(28.4) 3109(3.9) 

7650(3.8) 262480 3.1) 5527(2.8) 25176(149) 

14710.2) 1291500.7) 19.340.6) 198,55(20.1) 

1480.1) 2029(15.3)-I.5.5.57{-54.0) 8747(43.6) 


.Scheduled CoiiuiK'reial Banks (Nov 27) 


Depiisils 679566 

Adviuiees 3.36759 

Non-Fund Advances 320032 

Invcslinents tfur SLR piirpose.s) 251280 

ComiiK’rcial Investments 4.3675 


Includes Rs 17.945 crore on account of proceeds 


3216(0.5) 
417(--0.l) 
l()7l(-4),3) 
3458(1.4) 
1746(4.2) 
from KIBs. 


1217.50(21.8) 
4881107.0) 
4410906.0) 
3278.5(15.0) 
11063(33 9) 


741.560 2.2) 
12680(3 9) 
8438(2 7) 
32575(14.9) 
10.591(32.0) 


.52217(10.3) 

9.546(3,4) 

5119(1.9) 

27982(14.7) 

1.3201(68.0) 


9981109.7) 

4567706.4) 

4079<KI5.I) 

28192(14.8) 

13673(70.4) 


717800 6.5) 
24386(9.6) 
2658000.9) 
257310.5.6) 
4412(29.4) 


excluding which the ycar-on-year growth of money supply would be 17.2 


469600 2.1) 
424.55(20 I) 
44938(22 5) 
15.52900.4) 
925(6.6) 
percent. 


Index Numbers of Industrial 


Fi.scal Year So Far 




Production (1980-81=100) 

Weights 

Sept 1998 1998-99 

1997-98 

1997-98 

1996-97 1995-% 

1994-95 

General Index 

Mining and Ouiurying 

Manufactunng 

Electricity 

KXXH) 
10.47 
79 36 
10 17 

135.3 137.0(3.6) 

108 0 ll5.2(-0.4) 
1.39.5 139.9(3.4) 

1.30 8 1.36.6(7 7) 

132.-3(6 0) 
115.7(5.0) 

135 3(6.0) 
1366(7.7) 

1.37.6(6.6) 
122.4(5 9) 
140.5(6.7) 
1.30 0(6.7) 

129.0(5.5) 122.3(12.8) 
ll5.6(-2.0) 117.9(9.6) 

131.8(6.7) 123.5(13.8) 
121.9(3.9) in.M.l) 

108.4(8.4) 
107.6(7 6) 
I08..S(8.5) 
108.5(8.-5) 


Dec 4. 

Month Year 1998-99 So Far 1997-98 

End of Fi-scal Year 

Capital Market 

1998 

K SHBiSHHSi ilKi HUS S 


HliHflHiiffiH 

199.5-% 


BSE .Sensitive Index (1978-79=100) 

28.5(X-I9 2l 

2843 

3527(28 5) 

2772 

4281 

3210 

4.548 

.3893(1.5.8) 

3361 (-4)2) 

3.367(3.3) 

B.SE-IOO (l%3-84=l(X)) 

I266(-I7 2l 
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1529(25.6) 

1237 

1890 

1401 

1980 
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l464(-5.5) 

l.549(-3..5) 

B,SE-20() (1989-90=100) 

294(-l4 3i 

294 

.343(25.7) 

289 

429 

314 

440 

377(14.9) 

328(-5.0) 

.345(-6.3) 

S and P CNX-.50 iNov 3, I99.S=10(X)) 

828(-l8 Ii 

841 

1012(28.4) 

810 

1213 

941 

1140 

1117(1.5.4) 

%8 

na 

.Skindia GDR Index (Jan 2.199.5=1000) 

.535( 39.61 

550 

886 

515 

1015 

765 

1.320 

940(1.1) 

93()(-4.4) 

973(-0.6) 


Forrign Trade 

Sepicndier 

Fiscal Year So Far_ 


Fiscal Year Averaees 


1998 

l<WK-99 

1997-98 

1997-98 

l9%-97 

1995-% 

1994-95 

Fjipiiils Rs crore 

IIS Sum 

Imports Rs crore 

US 5 mn 

Non PGL. US S mn 
Balance of Trade Ks crore 
US $ mn 

11723 
2757 
15653 
3681 
3072 
-.3930 
-924 

678.14(10.4) 
I622.l(-5.l) 
88642(25,4) 
2I2(XX7 7) 
18294(16,0) 
-2080*7 

4977 

61433(7.4) 

17102(5.1) 
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-2582 
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-6799 
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-16.325 

-4881 

82674(18.5) 

26.330(18.4) 

89971(23.1) 

286.54(22.9) 

22727(29.5) 

-7297 

-2.324 


Dec 4, 

Dec 5, Mar 31. 


Variation Over 



Foreign Exchange 
Reserves (excluding gold) 

1998 

1997 ’.‘Wg 



_ 1997-98 1996-97 1995% 1904-95 1993-94 

Rs CItHV 

US $ mil 

113262 

26642 

92.541 102511 

23973 2.5976 

662 20721 

-II 2669 

10751 12166 

666 1604 

22136 21649 
3607 5243 

-7302 18402 27430 
-3690 5640 8724 


Mitri (I I .Superscript numeral denotes month to which figure relaics. r g. supmcripl 10 stands for October, (ii) Figures in brackets are percentage variations over the specified 
or over die comparable period of (he previous year na not available neg: negligible. * unctumged. 












Labour Force Structures and Industrial Relations Indicators: 
Selected Developed and Developing Economies 


Countnes Labour Foite Size 

and Trends 

Total Annual Growth 1 

(ld%) (l980-%> _ 

(in thousands) (in per sent) 1996 


Labour Form Foiticipaiion Rale 
(in per cent) 


Trade Union 
Membership 
(in thousands) 


1996 1980 


ion Trade Union Density 
hip Union Mendiership 

ads) as Percentage of 

FE5? Wage and 
AgiKuliural Salary 
I9KS Labour Fbrce Earners 
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40 40 

11 90 

1 615 

1 (K)4 

')(H) 

12 70 

I’hilippiiii s 

28 611 

2 60 

42 20 

19 (H) 

SI 40 

50 60 

11 10 

27 40 

1 587 

2 117 

22 80 

18 ■>() 

l‘ iklSI III 

51 _‘)2 

1 40 

17 50 

15 40 

51 80 

52 20 

2010 

16 90 

984 

881 

5 50 

ni 

Sii Link 1 

7 652 

2 80 

4190 

16 80 

54 60 

52 80 

10 10 

20 20 

1 640 

2 1(K) 

ni 

na 

fh III mil 

14 •»16 

2 70 

60 60 

52 20 

61 80 

54 80 

55 20 

49 50 

416 

214 

11ll 

4 20 

VicIn 1111 

18 291 

t 60 

51 SO 

47 70 

52 50 

51 10 

49 40 

44 50 

na 

na 

na 

na 

liuluslii iliscd kciinoinics 

I'SA n6 8M 

1 40 

51 40 

48 50 

56 40 

58 20 

45 40 

19 10 

16160 

16 996 

12 70 

14 20 

( an Ilia 

15 796 

1 60 

5180 

49 60 

59(H) 

60 10 

47 60 

19 10 

4 128 

1710 

11 (HI 

17 40 

Aiisii ill 1 

15 797 

2 00 

51 (HI 

15 90 

58 00 

58 10 

4110 

1170 

2 440 

2 791 

28 60 

15 20 

1 ipaii 

67 044 

1 (H) 

5180 

49(H) 

64 40 

61 90 

4100 

16 50 

12 410 

12418 

18 60 

24(H) 

New A il iiid 

1 780 

1 W 

50 It) 

42 50 

55 80 

56 10 

4120 

29 10 

162 

680 

'>>20 

M 80 

1 1 ince 

26 tM6 

0 60 

45 40 

44 20 

5] 00 

54 20 

18 70 

14 70 

1 758 

2 555 

6 10 

9 It) 

Cicrmany 

40 915 

0 60 

49 80 

47 80 

59 40 

60 20 

41 10 

16 60 

91(X) 

II 676 

’•) 60 

28 90 

Inly 

25 114 

0 70 

14 60 

to (H) 

5660 

55 10 

12 60 

25 70 

6192 

6 860 

It) 60 

11 It) 

fht Nctherlinds 

7 250 

1 60 

46 50 

19 90 

56 50 

55 10 

16 80 

24 90 

1 540 

1 290 

U 80 

75 6(1 

Spain 

17 049 

1 20 

44 20 

17 10 

55 80 

54 60 

10 60 

20 80 

1 606 

815 

11 40 

1X00 

Sweden 

4 769 

2 40 

54 It) 

50 60 

57 00 

57 40 

51 10 

44 (X) 

1 180 

1 141 

7/21) 

91 10 

luikcv 

28 611 

2 50 

18(H) 

42 ID 

58 20 

5160 

14 10 

1040 

2 667 

1 491 

2’ (H) 

li 70 

UK 

28 967 

1 10 

50 It) 

47 80 

57 60 

60 (M) 

42 40 

16 10 

7 280 

9 719 

^t. 20 

12 90 

trstwhilt ( cnirally 

Planned bcononiiis 

Btilgaiii 

4 

040 

50 ‘M) 

51 80 

5170 

56 90 

47 80 

46 80 

1 810 

2 2IX) 

51 40 

58 20 

Poland 

19 175 

0 10 

51 40 

52 10 

55 60 

58 40 

45 10 

46 (X> 

1420 

6 1(H) 

•■•’IH) 

11 M) 

Konianta 

10 671 

0 10 

47 90 

49 20 

51 10 

54 00 

41 20 

44 40 

17(X) 

4(KH) 

10 70 

Hsl 

Ruvenn | 

Federal ion 

77 16/ 

0 10 

5140 

54 70 

57 40 

60 (X) 

47 80 

50 10 

42 156 

ni 

7180 

n. 


/Votf Thetaboul fuivo participation rate is defined as the percentage oteconomiLolly active children and adults in the lOto I land |S(o64 igt. gioiiiis 

respectively the economically active population being defined as all persons ofeither sex who furnished the supply ol I ihourloi iht priKlticiion 
ol gmxls uul services dunng the specilted tunc reference penod Pg 27^ 
fhe basis loi calculating the membership changed over time 

Vourre International L.iboui Oigumsation World Libour Report 1997 98 (Industnal Relations, democracy and soci d niohilii) i 
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COMPANIES 


JINDAL IRON AND SFFHl 

Group Restructuring 

IINDAL IRON AND SI E^LL (JISI.) saw 
a mixed pcrloimancc in 1997 98 While 
Ihe company s net sales and operating 
profit weie higher bv 4 per cent and 
28 7 pet cent, respectively ovei the 
previous vear a sharp use in inleiest 
(up^' 42 *> per ceni) and depiecialion pro 
sisiKii (up (i2 S pel cent) saw its bottom 
line declined by 1 per cent ovei the 
samepeiiod fhe lowei price realisations 
III hoi lolled plates and galvanised pro 
ilucis onlv addeil lo Ihe companv s woes 
I he rise in iniercsi cliaiges was piiinaiilv 
due lo the boiiowinps loi die i ompanv s 
expansion piojccls which were loinmis 
sinned during the year undei leview 

I he 11 st iiu ipacilvio 4 lalth tonnes pei 
annum has maile JISI the laiecst 
•jaixaniscil pioducis inanulaciutei in the 
touiilix IS I Sen SAK s capacity stands 
It I 4 |,iK.h tonnes pei iniiuin IISI 
produced 2 II lakh tonnes ol galvanised 
products dtiiing the veai as tonipiicd 
lo I 78 I ikh tonnes pioductd in the 
previous yeai (lalvaniscd steel which 
IS inainlv used loi looting white goods 
and automobiles has h.id sustained 
growth while oilui steel segments haxt 
been laii'uiishiiie because ol sluggish 
iK mand 

1 he dc pi i ssed e ipital mai kc t e oiidil ions 
toicedllSI lodiasiuallveuithe premium 
on conversion ol warrants issued with 
dcbenliiicsm l9‘)4liom Rs 190 to Rs 40 
pen shall ihe piomoleis the lindals 
hold about SO pc i cent ol the outstanding 
wairants Ihe lut m the premium will 
reduce Ihe inllow ol funds liom Rs 200 
ciore lo Rs sO eioie assuming that all the 
holders opt 1(1 conveit then wan ants into 
e(|uiiv shaies 

Ihe companv has begun sourcing 
hot lolled cods liom Fssar and Jmdal 
Viiavn igai instead ol impoits liom Iran 
/me pi ICC s and other inputs used in 
galvanising remained volatile duiing 
Ihe veai 

K)i the eiiiieni yeai 1998-99 tin 
companv expects to achieve an expotl 
turnover ol Rs OlOeiore In the wake ol 
Ihe south east Asian ciisis JISI has 
reportedly moved to other markets 
lor Us galvanised steel products In 
lad. It has decided to go m lor an addi 
lional capacity ol 2,00.0(X) tonnes at 


Its galvanising plant in Tarapur 
Maharashtra 

I'nfoitunaiely the rising turnover due 
to expansion is unlikely to tianslate into 
a higher bottomline because of Ihe 
continuous decline m prices 
Meanwhile Jindal Strips' Vasind based 
cold rolling division was lo be meiged 
w ith JISL The company decided against 
buvmg the unit outright as this would 
have involved payment ol considci 
able stamp duty Undei Ihe new airange 
iiieiil the division will lust bede meigcd 
liom Jmdal Snips and later merged with 
MSI The unit is valued at an cstinulc'd 
ks7S ciore and has a capacity ol I S lakh 
tonnes pi I annum It is located just 
adiacenl to JISI s pioductiori lacilitv 
Ihe whole exeieise is pail ol the le 
siiiieiuimg piogiamme cuiiently on at 
Imdal Snips The unit does not ollei 
III) synergv with stainless steel and 
h irochiome produced by Jmdal Snips 
Moreover it I its m well with the mild 
site I products ol JISI 
Ihe gioup’s lestruciuimg is mined at 
aehievins more focussed business In 
liiiuie Imdal Stops will locus on stain 
It ss steel products while Saw Pipes will 
coiiceiiliaie on pipes and tubes JISI on 
Us pail will liKUson mild steel products 
Meanwhile loi the lirsi three months 
ol the euiienl yeai the company has 
aJneved a 19 pe-r cent increase m net 
s lies and a 40 jht cent rise in operating 
piolil as compaied lo the eonesponding 
pel lod last veai Ilowevei sieepmcreases 
I n Intel cst (up 67 pc i cent) and deprec lation 
I up '’1 per cent) aiiam depiessed the 
company s bottomline leading to a fall of 
6 pel cent m net prolil 

Ihe company s share piiee curienllv 
Miles at aiound Rs 19 on the bourses 
discounting Us 1997 98 earnings bv i 
meie 2 “v times 

Otl INDIA 

Customised Cement 

t )ri India performed poorly m 1997 98 
Still eompelilion and rising costs put 
pressure on the company’s margins 
( onsequently though net sales were 
maiginally higher by 4 S percent over the 
picvious year the company’s operating 
piolil declined by 11 I per cent Steep 
mcieases in interest tup 19 4 per cent) 
and depieciation (up bS 7 per cent). 


r 


EPW R^earch Foundation 


mainly due to the borrowings lor the 
company’s expansion and modernisa¬ 
tion projects and the commissioning ol 
the same during the year under review, 
led to a diastic fall in the company’s 
bottoinlinc by 85 6 per cent dunng the 
same peiiod 

Both Ihe expansion ot itsexisiingcement 
plant and the modernisation and expansion 
of Us refractory plant were completed 
during the year under review and com 
meicial production at these expanded 
plants commenced m May 1997 Fhe 
companv s loeschc veitical toller null 
which was commissioned dunng the year 
IS now the world s largest and has in¬ 
creased Its cement maiiulactunng capa 
city to one million tonnes per annum 
The company claims that this not onlv 
gives It economies ol scale but also 
helps m deliveiing supeiioi quality ol 
blended cements customised lo meet 
useis lequiiemcnts I his is because 
of Ihe flexibility ol grinding either 
clinker slagoi then mixture with verv 
low change-over time from one product 
to anolhci to quickly cater to the needs 
ol customers 

Ihe lecessionary maiket conditions 
in Ihe steel industry the mam con¬ 
sumer ol leliaclories, saw a lower sale 
ot relractoiies during Ihe year undci 
review The light liquidity position ot 
the major steel plants has lorced them to 
resort to measures like siiict invcntoiy 
control delermcnl ol majoi repaits ol 
tuinaces etc resulting m poor ol Make ot 
leliacioiies 

USIIA INTbRNAllDNAL 

New Models 

I his Rs 420 cioie consumer durables 
maikctmg subsidiary ot Ihe Siddhailh 
Sriram gioup saw its sales remain stagnant 
in 1997 98 However lower operating 
expenses helped the company post a 9 7 
percent increaseinoperatine piolit While 
interest charges were highei )»y 11 2 pei 
cent depieciation rose by 6 9 per cent 
The company’s net profit was higher by 
8 I per cent over the previous yeai With 
earnings per share rising I rom Rs 17 7 last 
year to Rs 18 1 per share the company 
decided lo raise Ihe dividend Imm 22 5 
percent to 25 percent Biwk value, mean¬ 
while, moved up from Rs 85 I per share 
to Rs 104 4 per share 
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JiiMhl Iron OCL ImUa Usha 

■mi Steel _■ _ IPtcriMitlnal 


Financial Indlcatons 

March 

1998 

March 

1997 

March 

1998 

March 

1997 

March 

1991 

March 

1997 

Incomc/approprlaUons 

1 Net sales 

93434 

70024 

2.5027 

24174 

23489 

23580 

“w ’ Value of pmduction 

94907 

69758 

2.5667 

24732 

23856 

23618 

i Other Income 

.1836 

1650 

941 

716 

420 

320 

4 Toltil iuftime 

9874.3 

71408 

26608 

25448 

24276 

23938 

5 Raw maieiiaht/stores and 

spare.s consumed 

71736 

48736 

10538 

10221 

NA 

NA 

6 Other manufacturing expense!! 

5445 

5.380 

4888 

4123 

20025 

19991 

7 Rrmunenition to employec.s 

1471 

1224 

2120 

2108 

1126 

975 

8 Other expenses 

7144 

mn 

5060 

4494 

2275 

2197 

9 Operaimf! pro/ll 

12947 

10061 

4002 

4502 

850 

775 

10 Interest 

6517 

2688 

2904 

2435 

315 

283 

11 Groxs profit 

7430 

8166 

1305 

2046 

635 

571 

12 Depreciation 

3863 

2378 

1137 

686 

62 

58 

1 .t Profit hefiirr tax 

.3567 

5788 

168 

1360 

573 

513 

14 Tax provision 

320 

785 

2 

210 

214 

181 

15 Profit after tax 

3247 

5(X)3 

166 

11.50 

359 

332 

ir> Dividend.^ 

944 

1652 

206 

275 

53 

46 

17 Retained profit 

2303 

.T35I 

-40 

875 

.306 

286 

Idabilities/a.siscts 

18 Paid-up capital 

4278 

4277 

708 

581 

198 

188 

19 Re.serves and surplus 

47958 

46274 

1.3604 

12619 

2004 

1576 

20 Long-term loans 

53205 

53831 

192.52 

17.501 

2062 

192.3 

21 Shoit-lcrm loarui 

22016 

10695 

NA 

NA 

NA 

25 

22 Of which bank borrowings 

22016 

10695 

NA 

NA 

NA 

NA 

1 Gross fixed assets 

70934 

6695.3 

.33122 

31797 

927 

871 

24 Accumulated depreciation 

11829 

8292 

1.3945 

1.3042 

448 

406 

25 Inventories 

16067 

12152 

8598 

8765 

2117 

1750 

26 Total asseis/liabilities 

155251 

133286 

38389 

35.541 

8168 

7906 

Miscellaneous items 

27 Excise duly 

10904 

9638 

4541 

4379 

NA 

NA 

28 Gross value added 

146.30 

123.57 

6233 

6447 

2003 

1801 

29 Total foreign exchange income 

16184 

9244 

3187 

2582 

89 

73 

.to Total foreign exchange outgo 28676 

Key financial and performance ratios 

20%9 

1807 

4504 

348 

172 

t| Turnover ratio 

(.sales to total assets) (%) 

60.18 

52.54 

6.5.19 

68.02 

287.57 

298.25 

t2 Sales to total net as.seLs (%) 

73.31 

60 85 

74.57 

78.74 

550.87 

635.24 

t.t Gross valiir added to 

gross fixed assets (%) 

20.62 

18 46 

18.82 

20.28 

216.07 

206.77 

t4 Return on inve.stment 

(gross profit to total assets) (%) 

4.79 

6.13 

.3.40 

5.76 

7.77 

7.22 

35 Gross profit to sales 

(gm.ss margin) (%) 

7.95 

11.66 

.5.21 

8.46 

2.70 

2.42 

Operating profit to sales (%) 

1.1.86 

I4..37 

15.99 

18.62 

3.62 

3.29 

tV Profit before tax to sales (%) 

.3.82 

8.27 

0.67 

5.63 

2.44 

2.18 

38 Tax provision to 

profit before tax (%) 

8.97 

1 3.56 

1.19 

1.5.44 

37.35 

35.28 

39 Profit after lax to net worth 

(return on equity) (%) 

6.22 

9 90 

1.16 

8.71 

16.30 

18.82 

40 Dividend (%) 

20.00 

35.00 

25.00 

50.00 

25.00 

22.50 

41 Earning per share (Rs) 

7.59 

11.70 

2.34 

19.79 

18.13 

17.66 

42 Rook value per share (Rs) 

121.40 

115.96 

192.32 

214.25 

103.33 

85.11 

43 P/E ratio 

2.50 

NA 

NA 

NA 

NA 

NA 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

45 Short-term bank borrowings 

102.45 

I0S..54 

I4i..39 

140.59 

100.78 

120.19 

to inventories (*) 

1.37.03 

88.01 

NA 

NA 

NA 

NA 

46 Sundry creditors to 

sundry debtors (%) 

56.24 

22.61 

47.44 

79.56 

84.12 

86.92 

47 Total remuneration to employees 

to value added (%) 

10.05 

9.91 

34.01 

32.70 

.56.22 

54,14 

48 Total remuneration to employees 

to value of production (%) 

1.55 

1.75 

8.26 

8.52 

4.72 

4.13 

49 Gross fixed assets formation (%) 

5.95 

NA 

4.17 

.36.60 

6.43 

8.47 

-R50 Growth in inventories (%) 

32.22 

NA 

-1.91 

20.93 

20.97 

2.22 


NA means noi available. 


Uiha Itotefflttional is currantly engaged 
in mailceting of auto components, sewing 
machines, air-conditioners and water 
coolers, fans, small appliances such as 
heaters and water purifiers, and agio 
products. Electric fans, sewing machines 
and small appliances contribute around 
6S per cent of the company’s turnover. 

liie company has now launched a slew 
of new models across its existing product 
lines. This year it will launch 3S new 
products, including 15 variants of electric 
f^ans, the company's strategy being to 
penetrate all price points and user points 
across its product segments. Besides 
launching new products, the company is 
also stepping up its focus on the direct 
marketing and database marketing 
channels. It is already using the direct 
marketing route to sell a table top water 
purifier and at a later stage will start 
selling other products too through this 
channel. The company claims that it has 
a customer base of around five crore and 
it wants to leverage this huge consumer 
base to promote cross .selling of its 
products - the idea being to persuade a 
user of one of its products to buy other 
products of the company as well. In this 
regard, the company already issued 
privilege cards in around 75 of its outlets 
to customers who buy any one of its 
products. This entitles the consumer 
to special incentives and discounts on 
other products of the company. Usha 
International atso plans to tie-up with 
other companies whereby card-holders 
will beentitled todiscountson thepoKlucts 
o> those companies as well. 

Meanwhile, for the first six months of 
the current year, the company’s turnover 
has risen by 20 per cent over the cor¬ 
responding period last year while its 
net profit has more than doubled. 
According to the company, its present 
infrastructure can handle a turnover of 
up to Rs 700 crore and therefore any 
increa.se in sales results in a more than 
proportionate increase in profit. While 
turnover toucl^ Rs 190 crore in the first 
half of the current year, net profit has gone 
up to Rs 3.4 crore. 

Subscription Numbers 

Subscribers are requested to note 
their Subscription Numbers Men¬ 
tioned on the wrappers and quote 
these numbers when correspond¬ 
ing with the circulation depart¬ 
ment. 
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MONEY MARKET REVIEW 


BPW Researdb Fonodatioii 


Neglect of Bank Credit for 
Industrial Revival 

// IS time that the issues arising from (i) the flood of high interest 
debt instruments from the financial institutions and public sector 
undertakings, and (ii) the general negleit of hank credit as an 
instrument of development ate given attention, if official expectations 
of a rcMval of industrv are not to end up as pipedreams 

I ot development, arc given due attention. 

Key Developments in without which the revival ol the industnal 

Financial Markets economy will remain a pipedrcam 

In the management ol the short term 
nir operations ol the Indian iinancial money and foreign exchange markets, 

niarkils have undergone some signiticani some useful steps have been taken, the 

changes in the recent period which have heneficial el Iccts of which have been seen 

iniplK.i(ions lor the long term growth ol m ihe stability ol both the markets 
the real economy These changes have Arbitration between the money market 
spawned om ol the most serious and thcexchange market has been frowned 

duhotonious siiiiaiions in which the upon With the rigorous pursuit ol issuing 
linancialsysicnihasbeennursingasurteit lixc*d rale repos in goveniment paper, an 
ol liquidity but the piodiictivcenierpnses cllective flcHW has been set lor the call 
have Ik 111 lacing an acute shortage ol money rales For once some ol the banks 
hinds now for the third year in succession indulging in large asset liability mis- 
Foreinost among the Iinancial sector matches and si/eaWe speculation in foreign 
changes has been Ihe ballooning of c xchange markets have been discouraged 
marketable debt instruments issued by the InMn doing so as a result ol this legitimate 
public financial msiitutions (FIs) and market dependent measure of issuing re 
public sector undertakings (PSUs) at puichascfac ilitiesby the RBI Witha view 
unieasonably high rales ol interest So l'> encouraging exports, export refinance 
long as this situation is not corrected and mtc has been allowed an unusually low 
a deaic'e ol icasonabiencss restored to Icvejol 7 per cent operative up to the end 
then interest i itc sirucltiie theie is no ol March 1999, which may facilitate some 
hope forthe manulactui ing nrms to acquire arbitraging between refinanca; borrowings 
the lequiied amount ol liquidity Iroin the •‘nd call money but the limit tor it is set 
bankini! system iioi is there anv hope tor hy the low level ol export credit 
them to sc'e equity market getting revived Added to the above line of measures, 
Sonic oIiIk* huge si/emanulaclunngliims tlie RBI has now accepted the principle 
m.i> panakc the hciielitsol thegiowthol <’1 cicaily defined prudential limits lor 
debt msirumeiits to acquire bank funds banks' reliance on the call money market 
but il lilt woiid ol nuinutacturing activity and thus avoid asset-liahility mismatches 
IS to nm Us lull ciicle with leasonahle Towards this end, the RBI has planned to 
malchmgoldeniaiidandsupplylorgoods withdiaw the permission given to non- 
Ihe ciedil requiiements ol the mass ol bank F Is and to cash nch manufacturing 
small and medium enterprises which hrms to operate as lenders in the call 
consiitiiie the backbone of our economy money market Apart from the 
md which geiierallv remain outside the minimisation of volatility in call rates and 
puiview ol maiketahle debt instruments <»• mismatches between assets and 

hivi lobeiiKi I leld reports suggest that liabilities ol some banks, this measure will 
It IS not K'lng done and whenever is have the benefit of promoting marketable 
olfeiid IS II unreasonably high latcs ol instruments such as CP, CDs, commercial 
interest puiiculaily in lelation to the bill discounts TBs, and units of money 
cunent recessionaiv conditions It is time nurket mutual funds (MMMFs) 
thattheissues.uisingoulol(oiheissuancc fn such a situation, and so long as 
ofcostlydebimsirumentsbyUsandPSUs arbitration between money market and 
and (ii) the genuial neglect ol bank credit exchange market is not to be permitted, 
as well as inicni credit as an instrument »is better that the RBI puts in cold storage 


the hope of creating an independent yield 
curve from short- to Icmg-teim maturity 
within the money market for funds traded 
without being backed by marketable 
instniments Demand for this, as well as 
for removing the fixed-rate repos by the 
RBI, has been aired by those banks who 
focus essentially on treasury operations 
and speculation in the foreign exchange 
market 

Finally, there is a crucial data gap in the 
operations of the money market which is 
required to be bndged by the RB! Today, 
there IS no data on the weighted average 
of call rates actually prevailing in the 
money market on a daily ba.sis Sccunties 
Trading Corporation of India (STCI), 
which has large operations and which was 
the only institution - a pnmary dealer - 
to put out such rates lor a few months, has 
ceased to do so, as it does not want to 
reveal its trade secret to its competitors 
Even that obviously did not represent the 
whole market RBI puts out data supplied 
by the Discount and Finance House of 
India (DFI II)bul these essentially represer * 
DFHI’s own lending rates and there are 
no weighted aveiages 

RBI does collect the sixe of call money 
operations from banks, primary dealers 
and non-bank institutions in tenns of both 
borrowings and lendings but presents no 
information on their average call rates 
Reuters have been putting out on their 
screen at 4 pm each day a Mumbai Inter 
Bank Overnight Rate (MIBOR), which 
represents a weighted average ol 'dealt' 
rates A major flaw in this has been the 
application of notional weights based on 
balance sheet assets and also 20 per cent 
each for five catgones of hanks and FIs 
The National Stock Exchange of India 
(NSE) has been trying to propagate 
Mumbai otfered (MIBOR) and bid 
(MIBID) call money rates with tht 
objective of providing benchmark rates so 
that new and innovative instruments could 
be developed linked to those rates These 
are early morning rates based on indicative 
‘quotations'and not'dealt’rates Secondly 
the rates are based on simple averages As 
a result, their analytical significance o 
limited Also, early morning quotations 
have serious limitations in many ways ■ 
they differ from the later-day quotations I 
and more so from the actual ‘dealt I 
Figures If only the RBI could extend iis I 
data base to cover a weighted average ol I 
dealt rates corresponding to the amounts I 
of turnover given in its monthly Bulletin & 
It would provide a dependable benchmark m 


> I / ^ 
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Working Days 

rate tor other innovative instruments to 
develop 

II 

Money and Forex Markets 

Money market was characterised by 
ample liquidity throughoutthe month, with 
the intlows oi lands into the system 
generally exceeding outflows (Table I) 
As a result, the call money rates remained 
steady mostly in the region of 8 per cent, 
the RBI’s lixcd lepo rate The weekly 
averages ol call rates remained within a 
narrow range of 8 to 8 7 per cent (Table 2 
and Graph A), with the coefficient ot 
variation tor the month ruling the lowest 
in many months (Table 3) Tbere was a 
momentary exception though in the Ihird 


ChAm Skit Quoixinm Mk 

w iw DoinaitK iNiaa-BAtK Mmhot 



week when the call rates firmed up beyond 
9 per cent. This followed the RBI's 
aggressive open market operations of the 
previous week at which prices of 
government papers offered fetched 
attractive yields for banks which invested 
heavily in such papers. This resulted in 
a temporary drying up of liquidity in 
a week with a reporting Friday 
(November 20) 

Around the above penod, the State Bank 
of India, a traditional lender in the call 
market, was also out of the market as it 
was busy buying dollars for its customers 
and in tact, liquidated some of its treasury 
bills portfolio Interestingly, there was a 
market perception that this was induced 
by public policy to gently depreciate the 


fiqwe flxdia^ vakie becadse thoe 
confinned cKsappoiniiiieiits on (he export 
fiont and becuise (he rupee had airrtuly 
strengthened considerahly in the first fort* 
night of November foltowing the news of 
the US partially relaxing its sanctions 
against India. The effective exchange rate 
of the rupee in nominal terms with 
S-country trade-based wmghts (1996~ 
97:e 100) moved up from 84.93 on October 
30 to 8S.48 on November 6 and further to 
86.48 on November 13. This appreciation 
in the rupee value was not reflected in 
terms of the dollar as the US currency was 
Itself depreciating, particularly against the 
yen. The rupee value, which was Rs 42.33 
per US dollai on October 30. remained at 
Rs 42 31 on November 6 and Rs 42.33 
on November 13 In the subsequent two 
weeks, the intended reduction in the rupee 
value was achieved, with the spot rate 
even depreciating against the US dollar 
to Rs 42.43 on November 20. to Rs 42.53 
on November 27 and to Rs 42.54 on 
December 4 (Graph B). TWER fell to 
85 97 as on November 20 The RBI 
reference rate lor the US dollar moved up 
further from Rs 42 54 on December 4 to 
Rs 42 58 on December II To an extent 
the pressure on the rupee was aided by 
corporate demand and the slow-down of 
remittances Reflecting the market 
expectation that the rupee may gradually 
depreciate in the balance period of this 
fiscal year, the three-month forward rate 


Tabif I EsnMAni) Firm oi Lioiiwty inio thc Financial Svswm during Ncivimbir 1998 

(Rupre^ t>nrr) 


Weektmkxl 


27 



20 



11 



6 



Inflow 

Oiiitlow 

“Ktl 

InOow 

Outflow 

Net 

InDow 

Oulfknv 

Na 


Nd 

AULlions and Reels inptions 













14 day T hills 

KM) 

100 

0 

100 

100 

2(M) 

100 

100 

0 

250 

100 

50 

91 day Thills 

22S 

72S 

5(8) 

140 

700 

160 

480 

500 

20 

475 

225 

250 

164-day T hills 




500 

1105 

805 




4(M) 

821 

421 

Government seiumies 


1112 

1112 

- 


- 







Coupon Payments 

1719 


1719 

940 


940 

658 


658 

171 


171 

Net Foreign Assets (V.inalion) 

277 


277 

182 


182 


25) 

251 


501 

-501 

Total 

2121 

1957 

164 

2462 

2105 

157 

1218 

851 

187 

1298 

1849 

-551 

Memo Items 

Open Market Operations (RBI) 


466 

466 


145 

145 


1021 

1021 


100 

-100 

Repos by RBI 

4S91 

S9I1 

1120 

1549 

1918 

1611 

7942 

7257 

685 

11720 

11582 

118 


Note A negative sign implic!, net outfloiv means ml 



Items 


November 1998 




(Xiober 1998 


27 

2U(Ri) 

11 

6(RF) 

10 

21(RF) 

16 

9(RF) 

2 

Weekly range 

7 10-9 00 

5 50-9 15 

7 85-g 35 

5 00-8 80 

8 40-9 50 

4 00-9 50 

8 10-9 75 

4 00-8 10 

7 25-9 50 


(0 75-7 00) 

(0 25-4 75) 

(6 50 8 00) (1 00-9 25) 

(2 50-8 50) (7 75-10 90) (0 25-10 50) 

(0 10 6 50) 

(1 00-9 75) 

Weekend (Friday) 

8 00-8 IS 

6 00-7 25 

8 00-8 20 

6 25-7 25 

8 45 9 00 

4 00-7 50 

9 25-9 50 

5 00 7 00 

7 75 8 5(1 


(1 00 8 00) 

(0 25 1 25) 

(7 00-8 00) (1 00 7 50) 

(1 50 4 00) 

(5 00-7 00) 

(6 .50-7 50) 

(0 75 2 00) 

(4 25 6 50) 

WHI lending rales (range) 

na 

6 60-9 25 

na 

6 70-8 90 

8 50 9 50 

na 

8 20 9 75 

5 00 8 10 

7 65 9 50 


(1 25-7 001 

(0 10 7 10) 

(6 75-8 40) (4 10-9 25) 

(100-8 75) 

(5 50-9 90) (5 80-10 50) 

(0 75 6 50) 

(4 25-9 75) 


Figures in parentheses lepiescnt weekly range dunng similar period Iasi year 
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GitAi>H C Annualised Daily I-Month, 
t Month and 6-Monih Forward Premia in 

PERC I NTACiP rOR TIIL US DOLLAR BY THE DomESTK 

Inter Bank M4RM rroR November 1998 


GrawD Yield Curve for Dated Securities 
Day of Maximum Transacitons 
(Novimbfr 11) FOR November 1998 


Grafh B’ Ybld Curves for 364-OAy IUasur 
Bills AND Dated Seturittes Wekihied 
Avfraoe for November 1998 




Pcnod to Maturity in Ascending Order 


Penod to Maturity in Ascending Order 


jumped from 6 06 per ccn( (annualised) 
tin November 11 to 6 50 per i cm on 
November 20 and turther to 7 per cent on 
December I ((jraph C) 

III 

Primary Market 

Dated S(curitie\ 

Tile RBI tillered 20 year set urity on lap 
on November 21 at 12 60 per cent The 
RBI was able to mop up Rs 1,111 88 crore 
bclorc closing the tap ol ter alter two days 
IJC and (JIC along with a lew provident 
lunds ate believed to have taken a large 
portion ol this secunly maturing m 2018 
This is the third security this year through 
which the RBI has attempted to lengthen 
the matuiity piolile of govcinment paper 
Larlier it had ottered tor sale 12 yeai and 
15 year papei also on lap The elongation 
ol government s debt protile has become 
a majoi coirection to the tilt of policy 
pursued since 1992 ol otiering short 
duration papers with relatively high rates 
ol interest As at the end ol March 1997 
the share of papers with a matunty of less 
than 1 1 ve years had shot up to 4S 2 percent 
from 8 6 per cent m March 1991 
Yet anolher Icature of the current year’s 
borrowing programme because it is 
unusually large, hasheen the government's 
lesort to private placement with the RBI 
Tims when it so placed another Rs 2 000 
croic ol 10 year secuiity at a coupon rate 
ol 12 25 pci cent on November 21. it did 
so tor the sixth time, together taking 
Rs 20 ()(X) crore from the RBI through this 
route alone In tact the RBI's total 
subsciiption has aggregated Rs 28,204 62 
crore i c, over II per cent of the gross 
borrowing through dated-secuntics of 
Rs 70,702 82 crore up to December 7 
Including the borrowings through 164- 
day treasury bills, aggregate gross 
borrowings so tar have totalled Rs 80 451 


crore (target Rs 79,376 crore) and net 
borrowings Rs 54,617 crore (target 
Rs 48,126 crore) There arc yet another 
Rs 5,2l5croreofrepaymentduethisfiscal 
year (Table 4} Even so, without any further 
borrowings, the net borrowing targets 
would be exceeded by Rs 1,076 crore the 
chances arc that excess borrowings may 
reach Rs 5,000 crore, a truly unusual 
occurrence This strategy ol relying on 
RBI support has served as a substitute tor 
releasing CRR funds It has some 
advantages such as keeping interest rates 
low and the scope for absorbing liquidity 
at a subsequent stage through OMOs as 
well as repos 

Ireasun Bills 

Abundance of liquidity was also 
reflected in liberal response to vanous TB 
issues - a large number of bids and si/ea 


bic amounts of subscriptions, which 
enabled the RBI to initially reduce yields 
on all the three types of 'TBs While the 
interest in TBs continued, yields have had 
to be generally edged up in the second 
fortnight pan passu with the increases in 
yields effected by the RBI’s OMOs. this 
helped to avoid any devolvemcnts on the 
RBI and the PDs At the same time, there 
were some topsy-tu«-vy movements in 
yields While the 14-day TBs saw the 
yields plummed from 8 61 pci cent on 
November 6 to 8 09 per cent on November 
13 and then revert to 8 61 per cent on 
November 20 only to recede to 8 35 per 
cent on November 27 (Table 5), the yields 
on 91 day TBs steadily increased after 
declining in the second week (Table 6) 
Subscribers evi need the maximum interest 
in 164-day TBs where bids tendered were 
high and the cut-off yields steadily fell 


1 ABii- t Dah > Guotahuns OF Hi(,hs AND Lows OF Cau Ratt-s IN Pfr CVni Pfr Annum 
S iMFir Stahstkai Characteristks 



All Four November 1998 All Five 

Weeks Week Fndcd Weeks 

October 1998 
Week Fnded 


Month 27 

20* 

11 

6* Month 10 

21* 

16 9* 

2 

Simple Mean 

82 80 

8 1 

87 

81 84 89 

7 1 

9 1 76 

8 1 

Standard Deviation 

0 4 0 2 

02 

05 

01 II 02 

20 

0 5 0 9 

01 

t ociricicnt of 








Vonalion (percentages) 4 6 2 9 

20 

58 

I 2 12 8 27 

27 6 

56 122 

14 

* [lata for reporting Fndays (RF) are omitted 






Tarll 4 Tri-nds in Centre’s MARXFr Borrowings 








(Kupeet imre) 

Descnplions 

1997 98 



1998-99 





Actuals 


Budget Estimates 

Actuals (Up to 







December 8, 1998) 



Gross Net 

Cross Repayment Net < 

Gros^ Repayment Net 

M.vket borrowings 

1,000 1,002 

1 

1 

1 1 




Other medium and 



V 

14.801 V75.751 

9,803 65,949 

long term toon 

40 390 11.486 

)79,176j 

f 48 126j 




164 day treasury bills 

16.247 8.006 

J 


16.247 J 

4,700 

16,012 -11,112 

Total 

59,617 40 494 

79.376 

31,050 48,326 80,453 

25.815 54,617 


I # O 
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from 10.6t pH- cent lo I0.<$2 per ceAt on 
November 18 (Table 7) and friither to 
tO.SI per cent on December 2, 1998. In 
Che latter two TBs. the notified amounts 
were also increased; as a result, the total 
amount mobilised, including that from 
non-competitive bidders, was the 
maximum for many months - Rs 3.2SI 
crore from the two TBs in November. 

Bond Issues 

An IDBI-commissioned survey 
confirmed the widely prevalent impression 
that private corporate bonds are the last 
preference of retail investors; the most 
preterred bond i.ssues are those of financial 
iastitutions (FIs) followed by public sector 
units (PSUs). The estimated amount raised 
during November by two categories of 
bond raised - fresh is.sues and Issues opened 
earlier but cio.sed in the month-aggregated 
Rs 2,947 crore as against Rs 1,995 crore 
in October. FIs and PSUs together rai.sed 
Rs 2,447 crore (83 per cent of the total), 
the only private sector company to raise 
the balance of Rs SOO cmre was Reliance 
Telecom which was guaranteed by the 
ICICI and which enjoys tax benefits under 
Section 10 (23G) for investment in 
inlrastructurc projects; also SBI has 
committed Rs 300 crore to this issue from 
the RIB proceeds. 

Most of the issues which were in the 
market in November were successful in 
mopping up their targeted amount. In fact, 
the PSU bonds like those from Madhya 


Pisdesb Eledri^ jfbi^ (frUicdtf) and 
Maharashtra Krishna Vall^ Development 
Corporation (MKVDC) were over¬ 
subscribed wiUi collections exceeding 
Rs 3(X) crore and Rs 400 crore with high 
coupon rates of 14-15 per cent and 14.35 
per cent against their targeted amount of 
Rs2(X)crorBandRs350crore, r»pectively. 
Other issues from PSUs which ^so are in 
the market like the Rs 250 crore Krishna 
Bhagya Jala Nigam Ltd (KBJNL) and the 
Rs 350core Kerala State Electricity Board 
(KSEB) have fared well and mobili.sed 
amounts of Rs 225 crore and Rs 200crore, 
respectively. Both of these issues offered 
a coupon rate of 14.75 per cent for their 
7-year guaranteed bonds. Hie Punjab State 
Electricity Board (PSEB) entered the 
market towards the end of the month with 
an unrated 7-year guaranteed bonds 
offering as high as 15.5 per cent interest 
rate payable annually. The issue aims to 
raise Rs 100 crore (including Rs 25 crore 
as greenshoe option) out of which it has 
already mopped up Rs 70 crore. 

The market also witnessed the entry of 
HUDCO which came out with 7-year and 
10-yeartax-free priority sector bonds. The 
issue aims to raise Rs 125 crore through 
the private placement route and offered an 
indicative band of 9-9.5 per cent coupon 
rate which would be decided through the 
book-building process. It has reportedly 
mobilised Rs 100 crore so far. IFCI was 
also in the market with taxable 3-year, 5- 
ycar and 7-ycar promissory notes at the 


couprmratbsdf f3.5percent, l3.9peroeiR 
and 14.2 per cent, lespectively. The azt 
of the issue and the response thereto has 
not been reported. 

The month heralded two innovative 
issues - one from an NBFC and the other 
from a private corporate. A peculiar system 
of splitting bonds came from GE Capital 
Services India which, jointly with ABN 
Amro, has developed the country’s first 
STRIP debentures with a tenure of 3 years. 
The SeparateTrading of Registered Interest 
and Principal of Securities (STRIPS) 
programme enables an issuer to break up 
or ‘strips’ an instrument into simpler 
instruments with characteristics akin to 
bullet bonds of fixed deposits. The GE 
Cap debenture has seven distinct cash 
flows thus:athree-year security atacoupon 
of 13 per cent to the investors, pay^le 
half-yearly, will have a principal payment 
at the end of three years and interest 
payments at .six intervals of 6 months 
each. GE Cap thus ‘strips' the instrument 
into six interest-bearing fixed deposits 
(FOs) of maturing in 6,12,18.24,30, and 
36 months and sell them to investors, 
while it sells the principal amount at a 
discounted value like a zero coupon bond 
(ZCB). Interestingly, each ‘strips' would 
get listed separately aJongwith the principal 
debenture on the NSE. 

The other innovative issue came from 
Whirlpool of India Ltd with 6-ycar secured 
non-convertible debenturesoffering 13.75 
per cent coupon rate to raise Rs 50 crore 


Tabiji .S: Aucthjns of 14-I>av Trisasurv Bills 


(Ammni m rupees trorei 


Date uf 

Auction 

(•> 

Nolified 

Amount 

(2) 

Bids Tendered 

Bids Accepted 

.Subscription 
Devolved 
on RBI 
(Amount) 
(7) 

Cu'-off 

Price 

(Rupees) 

(«) 

Cut-off 

Yeild 

Kate 

(Per Cent) 
(9) 

Amount 
Outstanding 
on the Date 
uf ls.siie 
(10) 

No 

(3) 

Fate Value 
(Amount) 

(4) 

No 

(.3) 

Face Value 
(Amount) 
(6) 

1997 










Nov 7 

- 

5 

1693.00 

4 

1193.00 

(5 00; 

99.81 

4.95 

6203 (X) 



II) 

(l(X).(X)) 

(1) 

(l(X)OO) 


(99.811 

(4.95] 


Nov n 


2 

27,00 

- 

, 

(I0.S()0) 

99 81 

4.95 

1503.00 



(1) 

(I00.(X)) 

(1) 

(l(X).OO) 


(99.81 J 

(4,95] 


Nov 21 


6 

U66 00 

6 

1466.00 

(9.(X)) 

99 81 

4 95 

1780.00 



(1) 

(100.00) 

(1) 

(100.00) 


(99,81J 

(4 951 


Nov 28 

- 

3 

2140.00 

3 

2140.00 

(70.00) 

99.81 

4.95 

3885.00 



(1) 

(lOOOO) 

(1) 

(100.00) 


(99.81] 

14.951 


1998 










Nov 6 

100.00 

8 

S70.00 

4 

KXl.OO 

0.00 

99 67 

8.61 

400.00 



(-) 

(-) 

(•) 

(-) 

(■) 

(99.67] 

(8611 


Nov 1.3 

100.00 

10 

S9.S.OO 

1 

100,00 

0.00 

99 69 

8 09 

2fX).(X) 



(-) 

(-) 

(-) 

(-) 

(-) 

(99.69J 

(8,87) 


Nov 20 

100.00 

6 

170.00 

2 

moo 

0,00 

99.67 

8.61 

200.00 



(-) 

I-) 

(-) 

(-) 

(-) 

(99 67] 

(8.61] 


Nov 27 

100.00 

8 

3(X)00 

2 

100 00 

0 00 

99.68 

8.35 

300.00 



(1) 

(l(K).OO) 

(1) 

{100.00) 

(-) 

(99 68] 

(8.351 



Figures in parentheses in cols 3 to 6 repnuent numbers and amounts of non-competitive bids which arc not included in the total. 
Figures in the square biackets under cols 8 and 9 represent weighted average price and respective yield. 

* Bracketed figures in col 7, if any. relate to devolvement on primary dealers, exclusive of RBI. 

■ No bid 
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through pnvate placement The unique 
teaturc of this issue is that it has a stand¬ 
by letter of credit from the Standard 
Chartered Bank ofNcw York fur an amount 
equal to all principal and interest payment 
obligations Thishasenahledthecompany 
to obtain the highest safety rating of AAA 
(FSO)byCRISlL This is for the first time 
that a foreign bank has guaranteed the 
domestic issue of an Indian corporate 
Previously, it was restneted to guarantees 
from foreign parent organisations fhis is, 
in this sense, a trend setting issue 

The other pnvate corporate sector issues 
to open in November has been the 7 year 
secured non con vcitibic debenture (NCD) 
from Haldia Petrochemicals ltd which 
oifered the highest coupon rale ol 16 per 
cent The issue plans to raise Rs 2*1 crorc 
plus ovcrsubscnplion Fhe Y'FM works 
out to 16 6S per cent (Actual amounts 
raised in the above three issues in the 
month art not known ) 

Commen lal Paper Issuer 

1 ho rate s in the commercial paper (C'P) 
market soltcncd on the back of ample 
liquidity and easy call The rate tor top 
rated companies went below the 11 per 
cent mark as thc*i c w ere more hanks wi lling 
to lend than there were borrowers MRP 
lad issued a ( P tor Rs 80 crorc at 10 50 
per cent as against the minimum PLR of 
hanks ot 11 pet cent This is for the first 
time that the rale lor 1 month CPs has 
dipped bc'low 11 per cent According to 
the RBI data tlieie weie si/eabic issues 
ot Rs 1 612 crore and Rs 979 crore of 
CP during Ihi two foilnighls ending 
November 10 I he pnmaiy market in ('D 
was almost dormant 


Tans? AucnoMoi'3ti4-DAv‘r)uusi»YBBXs 

(Amowu m rtipeei ervn) 


Dale of 
Aucoon 

Noufied 

Amount 

Bids Tendered 

Bais AooepiBd 

Suhscnplion Cut-off 
Devolved fkioe 
«RBI (Rupees) 
(Amouni) 

Cut-olf AniouBt 
Yield OuManthm 
Rale ooifaeOHe 
(PerCeai) oflssue 

No 

Rkx Value 
(Amount) 

No 

FreeVdiie 

(Ainoiu) 

T997 









Novi 


21 

96108 

10 

822 93 


9261 

7 98 17138 00 








192 51] 

[798] 

Nov 19 


21 

1185 00 

14 

1305 00 


92 61 

7 98 18388 00 








[92 62] 

[7 97] 

1998 









Novi 

400 00 

27 

1140 00 

9 

400 00 

000 

90 36 

1067 5424 00 







(0 00) 

[90 36] 

[1067] 

Nov 18 

S(K) (X) 

10 

1291 10 

19 

500 00 

000 

90 40 

10 62 4619 00 







(0 00) 

[9043] 

[10 58] 


not available Piguies in the square brackets represent wnghled average pnee and the respective 
yield Figures in brackets represent devolvement on Pnmary Dealers (PDs) 


Tables Aucmms or llxu>-YaEO Rekk by RBI 

(Amount m rupees crore) 


1 )alc ot 

Au( turn 

(1) 

Numher 

of 

Days 

(2) 

Bids Tendered 

Bids Accepted 

Fixed 
Cut-off 
Yield Rate 
(ftrCeni) 
(7) 

Esbmaled 

Amouni 

Out 

slanduig 

No 

(1) 

Face Value 
(Amount) 

(4) 

No 

(5) 

(%Bx Value 
(Amount) 
(6) 

iilxi 

1 


No application received 

800 

4120 

02 Nov 

1 

4 

1800 

4 

18(X) 

800 

1800 

01 Nov 

1 

7 

16(X) 

7 

3600 

800 

7400 

05 Nov 

4 

15 

1827 

15 

1827 

8 00 

7427 

06 Nov 

4 

6 

155 

6 

155 

800 

4182 

07 Nov 

4 


No applicauon received 

8(K) 

4182 

09 Nov 

1 

4 

1752 

4 

3752 

8 00 

4107 

10 Nov 

1 

1 

8 

1 

8 

800 

1760 

II Nov 

1 

1 

150 

1 

150 

8 00 

1910 

12 Nov 

4 

4 

1107 

4 

1107 

800 

1465 

1 < Nov 

4 

1 

40 

1 

40 

800 

3497 

14 Nov 

4 

1 

50 

1 

50 

8 00 

1197 

16 Nov 

1 

1 

2 

1 

2 

8 00 

92 

17 Nov 

1 


No application received 

800 

52 

15 Nov 

1 


No application received 

800 

2 

19 Nov 

4 

2 

161 

2 

161 

800 

161 

20 Nov 

4 

6 

1725 

6 

1725 

800 

1886 

21 Nov 

t 


No application received 

800 

1886 

21 Nov 

1 

1 

2150 

3 

2150 

800 

4075 

24 Nov 

t 

4 

157 

4 

157 

8 00 

2707 

■>5 Nov 

1 

5 

1156 

5 

1156 

800 

4061 

26 Nov 

4 

2 

1850 

2 

1850 

800 

1561 

27 Nov 

4 


No application received 

8(X> 

1206 

Total 


67 

26(.90 

67 

26690 




Tabu 6 Auitions 91 Day rurASiiRY Boa s 


(Amount in rupees crore) 


Dale ot 

Nolilicd 

Hills 

rendered 

Bids Accepted 

Subscription 

Cut off 

C ut off 

Amouni Outstanding 

Auction 

Amouni 

_ --- 

_ . ___ 



Devolved 

Fncc 

Yeild 

on the Dote of Issue 



No 

Fact Value 

No 

Face Value on RBI 

(Rupees) 

Rale 







(Amouni) 


(Amount) 

(Amouni) 


(Per Cent) 

Total 

With RBI 

Outside RBI 

(1) 

(2) 

(1) 

(4) 

(5) 

(6) 

(7)* 

(8) 

(S) 

(10) 

(II) 

(12) 

1997 












Nos 7 

1IM) (M) 

5 

175 00 

2 

168 42 

0(X) 

98 47 

6 27 

190000 

50 00 

185000 



(1) 

(250 (8)) 

(1) 

(111 58) 


(98 47) 

16 22] 




Nos 11 

100 (X) 

5 

65 (8) 

2 

1500 

0(X) 

98 47 

6 22 

1900 00 

50 00 

185000 



(1) 

(250 00) 

(1) 

(25000) 

(15 00) 

(98 47] 

[6 221 




Nov •> 1 

IIH) (X) 

ti 

180 00 

4 

59 11 

0 00 

98 47 

6 22 

1900 00 

50 00 

185000 



(2) 

(550(8)) 

(2) 

(240 87) 


(98 47] 

[6 22] 




Nov 2S 

1(K) (X) 

10 

456 (X) 

7 

172 64 

0(X) 

98 47 

6 22 

190000 

50 00 

1850 00 



(2) 

(1(X)(X)) 

(2) 

(127 16) 


(98 47] 

[6 22] 




Nov 6 

’18) (X) 

11 

775 (X) 

1 

200 00 

000 

97 68 

9 50 

601015 

240145 

3626 90 



(1) 

(100 00) 

(1) 

(100 00) 

(000) 

[97 68] 

[9 50] 




Nov 11 

2(8)IM) 

22 

515 (X) 

8 

2IX>00 

000 

97 72 

9 31 

6210 15 

2241 45 

1986 90 



(1) 

(500 00) 

(1) 

(500 00) 

(000) 

(97 72) 

[9 11] 




Nov 20 

4(8) (M) 

18 

705 00 

8 

4(X) (X) 

000 

97 69 

946 

623015 

1741 45 

4486 90 



(2) 

(125 00) 

(2) 

(125 00) 

(0 00) 

[97 69] 

[946] 




Nov 27 

4(8) 00 

17 

650 (X) 

12 

400 00 

0 00 

97 67 

9 54 

5915 15 

124145 

4671 90 



(I) 

(25 IX)) 

(1) 

(25 00) 

(0 00) 

(97 67] 

[9 54] 





Figures in parentheses in cols 1 to A represent numbers and amounts of non compeiitive bids which are not included in the total 
Figures in ihc square brackets under cols 8 and 9 represent weighted average pace and respective yield 
* Bracketed figures in col 7 it any relate lo dcvolvcinent on pnmary dealers, exclusive of RBI 


no 
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* »■«. , kWi KAPiwii «• ^ •• lAlVli -.^vAa ■> «4««4 • At. w 1 /AjA 

(Amomu m ntpeer emrtf 


Descnptions 


Week Ending November I99S. Yield to Maturity 

on Actual Trailing 


Total for the Month 
of November 1998 


27 



20 



13 





AMT 

YTM 

CY 

amT 

YTM 

CY 

AMT 

^TTiir 

CY 

ABfr 



AMT 

YTM 

CY 

1 Treasuiy Bills 
















A 14-Day Bills 

11200 

807 


52 81 

864 


8914 

8 22 


50 81 

818 


124 78 

8 25 


B 91-Day Bills 

105690 

8 87 


1484 05 

891 


1462 99 

8 78 


1561 05 

910 


556499 

8 98 


r 164-Day BiUs 

665 S2 

1041 


176 00 

991 


549 76 

1017 


91910 

1016 


2110 58 

1029 


GOI Dated Secunties 
















A Converted fI^er Cent Year) 
















12 00 

1999 

21025 

1019 

1191 

102 80 

10 14 

1192 

14150 

10 14 

1192 

222 12 

1014 

1192 

67867 

1022 

1192 

1125, 

2000 




5 28 

II 11 

1289 

25 20 

II II 

1289 

45 00 

It 17 

12 89 

75 48 

11 15 

12 89 

1175 

2001 

25 00 

II 52 

1169 

5 25 

1152 

1169 

75 10 

II 52 

II 69 




10515 

II 52 

1169 

12 50 

2004 

2175 

II 96 

1247 

15 74 

12 00 

12 27 

6015 

12 00 

12 27 

15 51 

1199 

12 26 

111 17 

1199 

1230 

Sub total 


257 00 

1047 

1195 

149 07 

1067 

1201 

10195 

1091 

1201 

282 65 

1057 

12 10 

992 67 

1067 

1202 

B Regular O^Cuil Year) 
















1210 

1998 

40 00 

8 69 

12 29 

1000 

5 97 

12 26 

1000 

8 72 

1228 

2000 

966 

12 28 

120 00 

8 18 

12 28 

11 12 

1999 







15 00 

1019 

12 86 




1500 

1019 

1286 

1140 

1999 

10 00 

10 75 

1106 




1000 

910 

12 85 




20 00 

1002 

12 95 

1165 

1999 

1500 

9S8 

1155 

1000 

952 

1151 

1695 

9 69 

1151 

20 00 

10 25 

1154 

81 95 

9 78 

1154 

1170 

1999 

1000 

10 19 

1146 

25 00 

1024 

1146 

4000 

10 21 

1145 

1200 

1040 

1146 

87 00 

10 25 

1145 

1140 

2000 

785 00 

II 11 

II 19 

60025 

II 11 

II 19 

287 00 

II 11 

II 19 

150 00 

11 17 

1140 

2022 25 

I111 

I119 

II 64 

2000 

52 02 

II 29 

II 58 

80 00 

I111 

II 59 

140 00 

II 21 

1157 

25 00 

11 11 

II 59 

297 02 

II 27 

11 58 

12 14 

2000 







10 00 

II 11 

1200 

500 

I112 

1200 

1500 

II 11 

12 00 

1185 

2000 

500 

II 16 

1125 




20 00 

II 11 

1124 




25 00 

II 14 

1124 

10 85 

2001 




1000 

1149 

II 18 







10 OO 

1149 

II 18 

II 55 

2001 

78 00 

1150 

II 54 

8000 

II 51 

II 54 

188 47 

II 49 

II 54 

11100 

1160 

II 57 

477 47 

II 51 

II 55 

1208 

2001 

15 00 

II 70 

1198 










15 00 

II 70 

1198 

12 70 

2001 




1 00 

1145 

12 40 







1 00 

11 45 

12 40 

1175 

2001 

500 

II 50 

11 12 

11000 

1149 

11 12 

45 00 

II 50 

11 12 




180 00 

1149 

1112 

1185 

2001 







500 

II 57 

1124 




500 

1157 

1124 

II 18) 

2002 

25 00 

II 68 

1121 




60 00 

II 70 

II 22 




85 00 

1169 

11 22 

II 15 

2002 

500 

1172 

II 15 

25 00 

1167 

II 11 

500 

II 70 

11 14 

500 

11 79 

II 17 

40 00 

11 70 

It 14 

^ II68 

2002 




1010 

II 70 

1169 

10 10 

1167 

II 68 




40 20 

1169 

1169 

^ II 10 

2001 

15 00 

1178 

II 16 




500 

1181 

II 18 




20 00 

II 79 

II 17 

II 78 

2001 




1500 

II 77 

II 78 







1500 

1177 

II 78 

II 81 

3001 







500 

10 98 

1149 




5 00 

1098 

II t9 

II 50 

2004 

40 20 

1197 

II 72 

020 

1196 

II 71 

25 00 

12(8) 

It 71 




65 40 

11 98 

II 72 

II 95 

2004 







500 

11 99 

1197 

500 

1204 

1200 

1000 

1201 

II 99 

1198 

2004 

255 00 

1196 

II 97 

40 50 

II 99 

1199 

1%70 

12 01 

1200 

1500 

1204 

1202 

707 20 

II 99 

11 99 

12 59 

2004 










100 

12 08 

1214 

1 00 

12 08 

1214 

II 19 

2005 

0 50 

II 99 

II 61 

005 

12 02 

1161 




2 15 

12 15 

II 71 

2 70 

12 12 

1169 

II 25 

2005 

0 50 

II 98 

11 61 

10 50 

12 09 

1169 







11IX) 

12 09 

1169 

1175 

2005 




100 

12 12 

12 81 

55 00 

12 18 

12 86 

0 50 

II 91 

12 71 

58 50 

12 17 

12 86 

1400 

2005 

1 18 

12 25 

1299 

1 56 

1205 

12 89 

1551 

12 11 

1291 

200 

12 14 

12 91 

20 28 

12 11 

12 91 

ItOO 

2005 (INST AL) 

800 

12 II 

12 90 

0 25 

12 II 

1290 

15 00 

12 12 

1290 




41 25 

1212 

12 90 

II 75 

2(8)6 

55 II 

12 14 

11 99 

0 50 

12 11 

II 97 




0 50 

12 14 

1198 

56 11 

12 14 

1199 

1185 

2006 










2 49 

1211 

12 88 

2 49 

1211 

12 88 

14 00 

2006 

142 

12 10 

1284 










1 42 

12 10 

12 84 

II 50 

2007 

100 

12 18 

II 94 










1 00 

12 18 

II 94 

II 90 

2007 




10 00 

1221 

12 09 







1000 

12 21 

1209 

12 50 

2(8)7 

25 00 

12 12 

12 26 

25 00 

1221 

1212 







50 00 

12 16 

12 29 

1105 

2007 

1000 

12 20 

1251 

12 15 

12 20 

12 51 

25 00 

12 21 

12 51 

12 54 

1221 

1251 

7969 

12 21 

1251 

1165 

2007 




1 10 

12 21 

12 71 







1 10 

12 21 

12 71 

^ 12 00 

2008 

40 25 

12 20 

12 14 

1500 

12 22 

12 15 

45 00 

12 26 

12 17 




100 25 

12 21 

12 15 

^ 12 22 

2008 







16 52 

12 25 

12 24 




16 52 

12 25 

12 24 

12 25 

2008 

52 69 

1221 

12 21 

69 41 

12 21 

12 24 

2161 

12 25 

12 25 

84 71 

12 28 

12 28 

210 41 

12 25 

12 25 

II 50 

2009 




100 

12 25 

12 01 




040 

1214 

12 09 

140 

12 26 

12 m 

II 50 

2011 

100 

1211 

12 12 




150 

1212 

12 14 

4 10 

1215 

12 16 

8 60 

1211 

12 15 

1200 

2011 

1 00 

12 28 

12 22 

068 

12 42 

1211 

0 66 

1215 

12 28 




2 14 

12 14 

12 27 

Sub lulal 


158117 

II 48 

II 69 

1269 55 

II 16 

11 80 1584 II 

It 51 

11 98 

725 74 

II 50 

II 74 

5162 77 

1147 

II 81 

1 Zero Coupon Bonds 

















1999 

202 50 

9 55 

6 97 

118 71 

944 

698 

15171 

9 57 

699 

154 20 

9 96 

7 01 

847 14 

9 62 

699 


2000 

4000 

1091 

7 77 

4000 

1091 

7 79 

90 00 

1092 

7 81 

115 00 

II 14 

7 84 

105 m 

1102 

7 82 


2000(11) 

65 00 

I112 

8 45 

45 00 

II 18 

847 

1000 

II 11 

848 

40 00 

II 18 

8 51 

18000 

II 15 

8 47 


2(X8)(ill) 

10100 

II 22 

810 

40 00 

II 11 

8 19 

161 50 

II 29 

845 

11500 

II 18 

8 47 

419 50 

II 10 

819 

Sub-total 


410 SO 

1018 

762 

26171 

1028 

754 

61121 

1028 

7 55 

444 20 

1082 

7 77 

175164 

1044 

762 

(A+BtC)* 


225087 

II 16 

l('98 

168211 

11 11 

II 15 152129 

II 14 

1086 

1452 59 

II II 

10 59 

7907 08 

II 14 

1091 

D KBI s Upen Market Operations 

465 52 

1180 

•171 

14511 

1141 

1152 102101 

1145 

II 56 

10000 

1144 

II 51 

191186 

1149 

II 58 

<A4B+C+D) 

271619 

1127 

II II 

2027 64 

It 18 

1121 

554411 

II 11 

1124 

1552 59 

II 11 

1065 1 

11840 91 

II 26 

II 11 

1REPO 

















91 Day Bills 





20 00 









2000 



Govt Sicunties 

Vim 



199 00 



504 19 



224 90 



1705 29 



Sub-total 


Vim 



21900 



504 19 



224 90 



1725 29 



4 Slate Govt Secunties 

21 17 

1246 

1248 

2081 

1247 

1214 

5127 

1248 

1214 

55 78 

12 51 

12 56 

15104 

1249 

12 44 

Grand total (1 to 4) 

5168 98 



198015 


8201 86 



4184 42 


21917 61 




(-) means no iittding YTM a Yield to inatunty m perueniage per annum CY = Cunent yield m per cem per annum * Yield tales of these sub groups ol t bills 
and dated secunties have been used for the gn4>hs 

Seuinties with small-size tnuisactioas and inration hnked bonds have been dropped from the above list but mcluded in the respective totals 
Aforet I) Yields are weighted yields, weighted by the amounts of each transaction 2) Current yield has not been worked out for Ueasuiy bills 
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IV 

Secondary Market 

Government See unties 

1 he decision to assign 2 50 per cent nsk 
weighiage to government and approved 
securities by March 31. 2000 had iiUic 
impact on their secondary market dealings 
but what stimulated trading in treasury 


bills as well as dated paper atuff die second 
week were the reductions in cut-off yield 
rates fortheformerand the RBrsattmetive 
price offers in its OMOs, for the latter, 
banks and institutions have clamoured for 
booking profits Total secondary trading 
111 all government paper at Rs 21,938 crore 
111 four weeks ending November 27 was 
unprecedented (Appendix Table), in five 


weeks ending uctober id die total traduig 
was Rs 12,396 crore 
Bulk of the transactions took place at 
the shorter end massive TB dealings and 
dealings in such securities as 11 40 per 
cent 2000 (Rs 2,022 crore worth), which 
was also sold by the RBI to the extent of 
Rs 2,945 crore through its OMOs The 
yield curve of November 13, the day of 
maximum transactions in the month, was 
a steeply upward sloping one (Graph D) 
showing proportionate changes in pnees 
and yields all along the maturity spectrum, 
hut the average picture for the month 
presents a yield curve (Graph E) that looks 
flat for the medium and,long-term 
maturities, the relative prices of which 
thus generally stood finn 

Open Market Opt rations 

The open market operations in the first 
fortnight of November wea* placed at 
Rs 3,123 crore the largest sale was of 
that of 11 40 per cent 2<XK) security plated 
at Rs 2 593 crore 1 he aggressive OMOs 
Were aimed at unloading at least parts of 
RBI s security holdings which have 
bulged in the recent period due to private 
placements of securities by the govern 
ment 

Except lor the third week when banks 
had diverted their liquidity to participate 
in RBI’s OMOs the RBI s repo opera 
tions continued to evoke gcKid response 
fhe cxitstandi ng amexint peaked at Rs7 427 
crore on November 5 but declined to about 
Rs 3,500 cmre towards the end of the 
month, between November 16 and 19 it 
ranged from Rs 2 crore to Rs 161 cnirc 
I iquidity during the month continued to 
be skewed and concentrated in a few hands 
as indicated by the low number of 
applications on most days (Table S) 
Interestingly repos outside the RBI have 
generally fetched a weighted average 
yield of 8 50 to 9 (X) per cent (Table 9) - 

Trading on NSL 

Even though the pnmary yields have 
declined, secondary trading inCPreceived 
a significant boost Banks have been 
apparently concentrating on this familiar 
instrument generally from top-rated 
companies with which again banks arc 
familiar While total traded amount in 
PSU bonds declined from Rs 105 crore 
in October to Rs 66 crore in November 
and that in CD fell from Rs 69 crore to 
Rs 9 crore, the trade in CP galloped from 
Rs 356 crore to Rs 711 crore dunng the 
same period (Table 11) 

IV P Piasanih and Ratiq L Ansan have undenaken 
the st4aisiii.al comptl.'itions for this note ] 


Tabu 9 Rfk) Transac uons in Ciovlrnmi nt Hahr 
(Other than with the RBI) November 1998 


Descnptions 

Ktpo IVruxi 

Amount Involved 

Range ot Interest 

Weighted Average 


in Nuinbir 

(Rupees Cioa) 

(Per Cent 

Interest Rale 


ol f>iys 


Per Annum) 

(Per Cent Per Annuip) 

A Dstc.d unites 





1 

210 

S SO 8 SO 

7 S6 



'>46 29 

8 OS 9 fM) 

8 30 


4 

SSOO 

8 IS 9 10 

8 60 


<i 

SS (8) 

8 40 K SO 

8 4S 


8 

SSOO 

8 2S 8 SO 

8 32 


*} 

2S(«) 

8 SO 

8 SO 


10 

SS(8) 

8 tS 

8 4S 


II 

7S00 

8 10 8 7S 

8 41 


12 

6S(K) 

8 7S 9 (K) 

8 8S 


1 \ 

70 00 

8 7v 9 (M) 

893 


14 

749 (Ml 

8 60 9 ^S 

8 87 


IS 

2S(HI 

9 00 

9(K) 


18 

>0 (Ml 

9 IS 

9 IS 

All Issues 

1 18 

170S 29 

S SO 9 2S 

8 S6 

B 164 Day TBs 





(All Issues) 





( 91 I)jv IBs 





(All Issuts) 

S 

20 (M) 

8 2S 

8 2S 


I) 14 fyav rbs 
(All Issues) 


Tabu 10 OptRAiviNs i Naitonai Snxii.rxiHANia (NSt loi rin< Novoanut 1998 A(t\ai TradiiiAmoini 

(kiipees tmref 


IXseiilMors 


Wexdt cndtng November 

Total dunng 



'>T~ 

26 

n 


November 

October 

September 

1 Tie isury Bills 

I44”4S 

~4I3 7S 

” ixsimT 

~2bT(n' 

ISI0 27 

1096 (X) 

220 SI 

i) 14 day Hills 

27 (M) 

()(M) 

IM(M) 

31 81 

76 81 

219 78 

10 (X) 

II) 91 day Bills 

19S 4S 

3U 7S 

27i SO 

ISS 26 

939 96 

440 SS 

39 00 

III) 364 diy Bills 

>22 (M) 

99 (Ml 

O'* SO 

80 00 

493 SO 

436 67 

IS6 SI 

IV) Rep) 



2S(M) 


2S(M) 

1 00 

1S(M) 

2 Haled Seeiirilies 

1186 S9 

1179 20 

2029 47 

973 09 

S368 3S 

4309 IS 

396S 32 

A (lOI Stuililies 

1170 78 

11 3S 90 

1976 42 

947 S9 

S230 69 

4244 06 

1930 62 

i) ( mstrled 

164 64 

IS9 69 

234 S2 

177 S9 

736 44 

331 06 

474 61 

11 ) Ki).ulir 

698 (M) 

6S7 (M) 

II66(M) 

400 00 

2921 01) 

2I3()(X) 

2196 00 

III) A.IO ( oiipon 

26 3 00 

224 21 

474 40 

3SS (Ml 

I3I66I 

I44S (M) 

S9S41 

IV ) ( ip Indi xid Bonds 

IS 14 

0 00 

16 SO 

S (M) 

36 61 

fOOO 

31 60 

V) (.( B 

0 00 

0(M) 

1) (N) 

0 00 

0 00 

(' (K) 

1 00 

VI) Ktpo 

30 (M> 

9S 00 

SS(X) 

10 00 

220 00 

328 (K) 

632 00 

B St lie (lovls Sloeks 

IS 81 

41 30 

S3 OS 

2S SO 

137 66 

6S()9 

14 70 

3 PSU Bonds 

28 02 

14 37 

18 78 

4 82 

6S99 

104 67 

8S S6 

1) T IX liet 

28 02 

8 1(1 

16 SS 

4 20 

S6 87 

82 48 

S9 32 

III r ixable 


6 27 

2 23 

0 62 

9 12 

22 19 

26 24 

4 ( onlinert111 Piptrs 

21200 

220 (M) 

184 SO 

97 00 

710 SO 

3S6 00 

128 00 

S C ertlheitis ot IXposits 



4 (Ml 

SOO 

9(K) 

69 00 

63 02 

6 Debentures 

SO 00 

89 87 

4S IS 

37 28 

222 30 

36 41 

9140 

7 Floitmi RiU Bonds 


2S (Ml 



2S00 

S2 00 

9S00 

HOlheis * 

S8 12 

4S II 

1SK (M) 

96 86 

3S8 09 

2S8 16 

279 60 

Cirind lot il (si luiiie) 

1979 18 

1987 30 

2821 90 

1481 12 

8269 SO 

6281 39 

493041 

Average pt r d iv 








a OiivtmmeiK Piptr (1+2)271 84 

26S 49 

402 41 

248 03 

299 07 

21621 

174 41 

h()thtrs(3+4+S+6f7f8) 

S8 02 

6S 72 

67 91 

48 19 

6047 

3S0S 

31 02 


No trading (iC B Ciov.mincnt C nmpens ition Bonds 
* includes Non SLR Insiiiuiionil Bonds SI R Insiiiuiional Bonds Bank Bonds Promissory Notes 
Units of UTI Company Nous ind 7t.io Coupon PSU Bunds and others 
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CIVIL LIBERTIES 


A. 


Ordinance Raj 

A G Noorani 


Justue Sujata V Manohar has, in an important judgment, laid the 
foundation for a challenge to an ordinance on the ground that it is 
for the government to prove that immediate action was required when 
the legislature was not in session 


WE have become so accustomed to 
legislation by the executive in the form 
ot ordinances that unless ihc abuse is 
patent none questions the bastes 
undctlyingthisuniquepower Ordinances 
simply do notexist in any other democracy, 
whether in Europe or in North Amenca 
Its roots he in British Ra| and the framers 
of the Constitution found the noxious 
plant most attractive 

TIicIndianCouncilsAci, 1861 conferred 
on the governor gcneial in council the 
^owei to make laws subject to Ihc 
overriding powers of Ihc British C'lown 
to disallow such legislation Thccouncil s 
live members were appointed by the 
secretary of state in London Even so 
S 2"^ empowered the govemoi-general to 
make ordinances "in cases ot emergency’ 
loi a period ot six months India was a 
unitary state undei the Raj till 1937 when 
the pioVinces were gianted autonomy 
and popular government 1 egislation 
by the goveinois councils lequired the 
governor general s assent under the act 
of 1861 

Section 72 of the Government of India 
Act 1919, likewise, conferred on the 
^vetnot-gcncral (G-G) power to make 
ordinances ‘ in cases of cmeigcncy’ for 
a [)c nod ot six months It was not subject 
to the approval of or ratification by the 
ccniral legislative assembly and council 
of state The Government ol India Act 
1935 conferred on the G-G legislative 
power in three forms First, S 42 enabled 
him to make ordinances during the recess 
ot the legislature but subject to its ratifica¬ 
tion The trainers of free India's Con¬ 
stitution copied this provision textual- 
ly and blindly S 43 enabled the G-G to 
make ordinance for six months \Mthout 
the need for the legislature's ratincation 
while S 44 enabled him to enact 
“Governor-General’s Acts” Governors 
•d the provinces enjoyed similar powers 
(Sections 88, 89 and 90) 


B R Amhedkar argued in the Constituent 
Assembly “My submission to the House 
IS that It IS difficult to imagine cases 
where the powets conferred by the 
ordinaiy law existing at any particular 
moment may be deficient to deal with 
a situation which may suddenly and 
immediately ansc What is the executive 
to do' The executive has got a new 
situation which it must deal with ex 
Inpothesi It has not got the power to 
deal with that in the existing cinfe ot law 
I he cmeigency must he dealt with and 
It seems to me that the only solution is 
locontei upon the president the power 
to promulgate the law which will enable 
the executive to deal with that particular 
situation because it cannot resort to 
the ordinary priKessoflaw because, again 
(i hspoihc SI the legislature is not in 
ocssion ' 

How do huge countries like the US and 
( anada deal with such a situation' In the 
same way that any other country does - 
summon the legislature urgently The 
power to promulgate ordi nances has been 
abused not only by the states but also 
h) the centre with nocheck by the Supreme 
Court except when Bihar went on mernly 
lepromulgating ordinances 1he pre¬ 
condition of urgency has been ignored 
Article 123 (1) says "If at any time 
except when both houses ol parliament 
are in session, the president is satisfied 
that (iriumslames exist which render it 
lUiesstiis for him to take immediate 
ac lion, he may promulgate such ordinance 
as the cireumstances appear to him to 
require” (emphasis added) Article 213 
confers identical power on the states The 
existence of the circumstances has never 
been probed into by the courts Which 
IS why Justice Sujata V Manohar’s 
judgment in Krishna Kumar Singh and 
Anr vs State of Bihar {1998) 5 S CC 643 
IS important The other judge. Justice 
D P Wadhwa, disagreed with her on a 


crucial point The matter has been refer¬ 
red to a larger bench It is her characten- 
sation of the ordinance-making power 
which IS relevant all the same 

In December 1989 the governor ol 
Bihar promulgated an ordinance taking 
over the ownership management and 
control of 429 private Sanskrit schools 
without any compensation After repea¬ 
ted rcpromulgations, the ordinance 
expired in April 1992 Not once was the 
state assembly asked to enact it as law 
Left high and diy in 1992, the staff ot 
the schools sued for their salaiy as 
government servants since 1989 to date 
Justice Sujata V Manohar held all the 
ordinances to be unconstitutional 
Justice Wadhwa held only the lepromul 
gated ones to be bad and upheld the 
lirst one 

He observed 1 he state ot Bihai has 
a grievance that the high court in its 
impugned judgment has slated that 
there was Ordinance Raj in Ihc state 1 
think this cnticism is rather mild parti 
cularly when this court did not approve 
the action of the state government in 
promulgating successive ordinances in 
the case ot D C Wadhwa v Slate ot Bihar 
It IS rather unfoitunate that after the deci¬ 
sion of this court in D C Wadhwa case, 
which was delivered on 20 12 1986, the 
state of Bihar continued to indulge in its 
illegal practice of icpiomulgating the 
ordinances successively without having 
to face the legislature and acted in an 
unconstitutional manner 1 lace no dif 
ticulty in sinking down all the ordinances 
rcpromulgatcd after the first ordinance 
32 of 1989 The nature of the nghts created 
by the first ordinance and obligations 
arising out ot its provisions and the 
chaiacter unmistakably conferred status 
ot government servants on the employees 
ot the Sanskrit schools taken ovei 
under the ordinance and entitled to all the 
pay and other benefits admissible to 
government servants ot the same rank 
with property ol the schools and ot all 
their governing bodics/managing 
committees vested in the state government 
free from all encumbrances ’ That status 
continued, he ruled 
Justice Sujata V Manohar's disagre¬ 
ement was fundamental and her obsei- 
vations should be cited when the larger 
issue of the limits on ordinance making 
power IS raised She said "Under the 
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basic scheme ol the Constitution the 
legislative powers ot the slate arc distri- 
hiiteel helwem parliament and state 
lepisl (lutes 11 aeeoidance with Articles 
■’4S 111(1 2 lb ol the C'onstitution The 
ligisl milt ot a Stan is given the powei 
lo III ik( laws till the whole or any pait 
ot the slate III lespect ot niattcis as set 
out III Ailicic 24b le'ad with the Seventh 
Selu dule 

Aitieli 21'' howi viM makes a 
depaiiiiK tioiii tliiv sehcine and gives to 
the governor who let'- on the aid ind 
adviee ol the eSeeiilive llie legist itive 
powe I lo pioiiuiL III an oidinaiiee when 
the ao'tinoi IS siiislied that iniinediale 
lelion IS Hi|eiiiid it i lime when both 
the hoiisisol the i ite letiislilure md 
when tlieie IS emls one house ot i stale 
le'i’isl lime the It >isl ilive Asse ml'Iy of 
lilt sill IS not Ml St ssion 
Sill idded pointedly ( leads the 
powei 1 'piomiih lie moietinuiee n nol 
1/1 thsnmu t( 11< \iil<ti It I’islutionittisuil 


h\ the legislature of a state It is a power 
conferred on the executive in order to 
deal with any urgent situation while the 
legislature is not in session It is also of 
limited duration Ihc state ol Bihar has 
nol even averred that anv immediate action 
was required when the first ordinance was 
piomuigatcd Ft has not slated when the 
I cgislative Assembly was convened alter 
the first oidinance or any ol the subsequent 
oidinances how long it was in session 
whether the ordinance in force was placed 
be toil It or why for a period ot two years 
ind lour months proper legislation could 
not he passed I he constitutional scheme 
(lots not peimit this kind of Oidinance 
Ka| III 111) vie'w all Ihc oidinances form 
ipailot achainol exc'cutive acts designed 
to luillily the scheme ot Article2n They 
I ike colour from one another and per 
pi tuale one another some depaitures in 
the scheme ol the lounh and subsequent 
ordinances notwithstanding All arc 
iinionstilutioiial and invalid particulaily 


When there is no basis shown for the 
exerciseolpowerunderArficle213 There 
IS also no explanation offered for pro 
mulgating one ordinance after another 
If the entire exercise is a fraud on the 
power conferred by Article 213. with 
no intention ot placing any ordinance 
before the legislature it is difficult to 
hold that the first ordinance is valid, even* 
though all the others may be invalid” 
(emphasis added) This is the first time 
that an initial as distinct from repromul- 
gated ordinance has been set aside on 
the ground of fraud on oidinance making 
power , 

The luilge has thus laid Ihc foundation 
foi a challenge to an ordinance on the 
ground that it is tor the government to 
prove that immediate action was required 
when the legislature was not in session 
which implies a new and sudden devclop- 
mint Tlic existence ol this fact is open 
lo (udicial review This is a real test ol 
)udieiil activism 
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COMMENTARY 


TRAI Proposals for Basic Telephone Ikriffis 

Likely Consequences for Small Users and 
Growth of Demand 

DKSaogiil 

In fixing telephone tariffs, instead of follo\stng vshat the industrialized 
lountnez are doing today the TRAI ssould do well to investigate the 
strategies adopted by these countries when they svcre trying to 
increase then telephone densities and household penetration as we 
ate tising to do now 

FKAl hds teleascd Its second lonsullalion chaiges lor small users as proposed by 
paper on lelccom pricing as a sequel to 1RAI The studies indicate that telephone 
Its eailicr paper released in Novemhei density in diflercnt countries has a direct 
1997 IRAI s consultative appioach is conelation with the per capita income and 
welcome However in general it is the the annual cost ol access to the network, 
service prosiders and the laige users ol i e the initial installation fee and annual 
services who have hcnelitcd liom such rcntalasalractionotthcpercapitaincomc 
consultation In the ahscnee ol a suitable In general the logarithm ot telephone 
organisation the intciests ol small users density is directly proportional to the 
whether lesidential of small businesses 


Joganthm of per capita income (in any 
common currency, say US $) However, 
there are variations in the telephone 
densities obtaining in various countries 
with the same level of per capita income. 
The studies indicate such differences cim 
generally be related to the variations in the 
minimum annual access charge Table 2 
gi ves the figures fora few countnes worked 
out from the data presented in the World 
Telecommunuatum Dexelopment Report 
199*! published by the International 
Telecommunications Union Minimum 
annual access c harge here consists of initial 
installation fee spread over 10 years and 
(he rent for a residential telephone 
In the light ot the figures cited in Table 2 
one expected TRAI to trv to gradually 
reduce the minimum annual accesscharge 
as a fraction of the per capita CjDP in the 
interest of cncouragine growth of 
telephone demand and density Instead it 
proposes to hike it subsiantiallv Ap> 
patently it has taken its cue from some ot 


particularly those in rural areas appeu to 
have gone unrepresented 
In Its Inst papei TRAI had presented 
certain principles ind philosophies lor 
lantt making In the second IRAi has 
presented concrete pioposals lor revision 
ol rales across the hoard In respect of the 
basic telephone service in the name ol 
taritt rebalancing and making it cost based 
It IS proposed to substantially reduce the 
overall bills lor the business and affluent 
sections of the society at the cost ol small 
useis Tlius the bimonihiv bills ol laigc 
users making a lot ol long distance and 
foreign calls may come down by 10 to ^0 
percent Howevei lor a person of modest 
means who restricts his/liei telephone use* 
mostly to liKal calls the bimonthly bill 
IS likely to increase by S2 to 72 per cent 
in the metropolitan cities and by 140 to 
11t) per cent in rural areas Table 1 gives 
a summary of the proposals It shows how 
the bills ol small users making up to 500 
local calls in a bimonthly penod would 
be affected in the metro ctties and rural 
areas respectively 

For long one has been hearing the lament 
about the low telephone dctrsity in India 
and the urban rural skew The tariff tor 
rural areas wasreviseddownwardsin 1991, 
one of the forward looking decisions of 
Sukh Ram era Since then the telephone 
demand in rural areas is reported to have 
really picked up It is a moot point whether 
the gniwth of demand and telephone 
density can be sustained with the steep 
increase in basic rentals and local call 
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the industrialised nations These nations, 
having achieved high levels of telephone 
density and household penetration undet 
a regime of low rentals subsidised from 
long distance chaigcs are now reslruc 
lunngthcirtanifs Ivenso iheyarcmain- 
taining icntals ioi nsidcntiai telephones 
signiticanlly below those lor business 
They ha\ealv>dcvclopcdsomolairlycom 
pies systems ol subsidies for their weakc r 
sections and lural areas 1 RAl does iiol 
propose lo adopt even these straicgn s 
II the IKAI proposals are impkiiiciited 
the demand lor lesidenlial tele phones and 
househoUi penetration partnularly in the 
rural au is is hound to he allicied ad 
verst.ly Instead t>l lollowing what the 
industrialised counli u s arc puaching and 
doingtodav IR Mwotilddowclltoinvesli 
gate the slialcuics adopted by these 
counitieswhcnlhevwcictiyini!loinLiease 
Iheir iclcpiioiie eicnsities ind household 
pene'lration as vte an living lo ilo aiui 
adopt the sinie li is unlikely tint IKAI 
bulleted h\ the piopauanel t by the M\( s 
and our own lobbies ol senicc provideis 
andl ugt iiseis willbe ibletodoso [htie 
IS theieleiii no ise ipe tioiii intiiv ntion 
III oui publie le pre sciiiativ cs in this nialte i 
IKAI Aetol l‘)‘»7 invested PRAI with 
almost ihsolute power to notily teleCom 
larills llowevii signilicintlv theaetalso 
empowered it to notilv dillen nt i ites loi 
dittinnl pnsons or class ol persons tor 
similar leleeouiinuiiic ilioii serviees Ihe 
eoveinnieiit iiid piiliaineni appiitnllv 
intended IKM to eonsider and evolve 
elilleie nti il I lulls loeiieouraee growth ol 
telecom senuis unong dilteient elasses 
andgioupsot eiti/eiis wine Inn tin n would 
lead to steady giowthol telephone density 
ind household peitetiition It would no 
eloubtinvolve some lorniolcross subsidy 
hut what IS wioiig with cross aihsidies 
Irom within the ovmll e iitungs of the 
sector without inv 1 1 \ money being 
involved' Uli It IS wrong me imiiig more 
liomthose whoe in illordandmakeinlen 
sive Use ol the scivice lor bustiicss and 
peison il Ixnelil ind piss on the benctil 
lo those who cannot illord to do so anel 
Iheietoie have to se'verelv restrict then 
usage ' W hie It business ilots not do so in 
itspiieingpoliciis ’ This IS an issue which 
gexs bcvoiul the mere question o| reguia 
tion It stiongly impmees on basic philo 
sophy and policy l*i ihaps Ihe Standing 
( oinmitlce ol Pull imentont ommunica 
lions needs to e\immi the two IRAI 
consult iliimpapeis iiidadvisi ihcgeivern 
ment to issue ccitain guidchnes to IRAI 
in this legarel undet sections 2S(2l and 
2St I) ol the 1RAI Act IRAI needs to be 
prov iiied an explicit objcctivcol gradually 
bringing down the annual access charge 


toraresidenbid telephone connection botb 
in rural and urban areas as a fraction of 
the per capita GDP at current paces, from 
the present high to levels similar to those 
obtamingincountnes which have achieved 
a high telephone density and household 
penetration A target ol a minimum reduc 
tion ol 5 per cent per annum for next 10 
years would appear appropriate 
There is also a need for evolving a 
suitable institutional framework for 
It picscntation ol the interests of small 


1 III recent incidents in Mumbai and Delhi 
III whie h Shiv Se iia activists attacked and 
Hashed theatics that were sctccning the 
him I ire have thiown into sharp rcliel 
seve'ral crucial issues these incluile the 
esialaling attempts by the Hindu right to 
e ipturc the space ot culture andredelinc 
miinsiream morality in line with its own 
iile i ol Indian society through the use of 
loree legal mechanisms (tor instance the 
binning ol plays) and by attempting lo 
g tin control overt ducation and the media 
(he role ol the state in defining and 
e onti oiling the /ones ol private and public 
the need lo halane e the nght to I lee expres 
Sion with siKial icsponsibility on the pan 
ot Ihe media and the aits in a multi ethnic 
uid multi rc hgious siKiety Ihe ongeiing 
sirugulc ol women (or emancipation and 
equality and its implications for Indian 
c uliiire and i ontrol over Icmalc sexuality 
ind Its relation to structures of power and 
political ideologies ITicse issues have been 
ippe uing repeatedly in virioiis contexts 
but in the Tiie incidents they have been 
luxtaposed in such a manner (hat thm 
intcriiiikagcs condensed and encapsulated 
within a tew brief cpiscxles of violence 
lie cle'arlv revealed Judging from (he 
neg itivcreaetiontothescstrong armlactics 
among a wide cross section ol people, 
f Hc offers a perfect opportunity to initiate 
a public debate on these issues It seems 
ippropnate tor women to take the lead m 
such a debate tor the ‘Tire’ issue goes 
much beyond the nght to tree expression 
Il exposes vividly the scaffolding on 
which patiiarchal power is built as well 
IS Its connection to nght wing ideology 
The hystcncal reaction of some Shiv 
Sena activists who cifectively slopped 
the screening ol the lilm in Delhi and 


users, residentiui as weif as sittaljl 
businesses, who generally have ndther 
adequate access to vanous proposals nor 
are able to understand ail the implications 
They are also not organised suitably to 
make their voice heard It needs to be 
considered whether an office of Telecom 
Consumers’ Public Counsel should not be 
created to assist the TRAI in matters 
affecting the small consumers It is 
understood such an office has been created 
in certain regulatory authontics abroad 


Mumbai and caused it to he referred back 
to the censor board is exircmelv revealing 

I he luslitication foi ihcir action that Ihe 
him IS against Indian tiadition because 

II depicts a lesbian relationship demon 
sti ales that Indian culture iorlheSangh 
parivar is delincd essentially in terms ol 
male control ovei Icmalc sexuality Tirt 
directly challenges this lonstruction of 
Indianness in its ponrayal of two women 
who opt tor another kind ot relationship 
and thereby rejects this ktndol patriarchal 
control (It also appears to thicaten the 
male ego which presumes itscll lo hc the 
only obii'ct of female desire This episode 
reminds iiu of the reaction to the Hiu 
Report in the US in the I97()s the book 
a hathingei ot the sexual revolution was 
widely welcomed by women because it 
desciibcd their sexuality realistically lor 
the first time, hut it outraged most men 
by suggesting that they are not essential 
lor the satistaction of female desire ) 

ihe discourse ot Indian tradition’ 
currently being touted by the Sangh pan var 
has not been invented single handedly by 
them It IS denved from a wider discourse 
about Indian culture (hat is picvalent among 
the educated middle classes which is in 
(uin denved from certain brahmanical 
practices and values which were reified 
and institutionalised under colonialism 
1 his discourse, which is built upon such 
tropes as Indian‘vdues' the Indian family 
system and ‘Indian culture , has become 
central to the constniction of Indian identity 
among the urban middle classes II is also 
found in the rcconsi roc tion and reification 
of ‘Indian culture hy ihc wealthy NRI set, 
as reflected in films depicting ideal family 
life such as ‘Hum Apke Ham Kaun In 
this discourse Indian society and its 


Set This House on Fire 

( arol Upadhya , 

Iht film hte' has been so violenth opposed precisely because il is 
pc reused as challenmng male ccmtrol over female sexuality, which is 
ot the base oj the power structures - of family, caste and itass - 
whuh the Hindu nght seeks to ptesene 
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‘values' are always counterpoised to the 
decadent west. However, when pressed, 
people ate rarely able to specify any values 
other than those related to control over 
female sexuality: virginity at marriage, 
marriage with partners approved by the 
family and community, and female chastity 
and devotion to husband within marriage 
(the hehaviourof malesof cuurscisanother 
story). These values arc presumed to 
contribute to the solidarity and stability of 
the family, both ot which distinguish Indian 
.society from the social tragmentation and 
.sexual permissiveness (and perversity) of 
western societies. As a ‘foreigner’ living 
in India for years. 1 have been subjected 
to this ki nd of comparative discourse about 
Indian ‘values' by strangers on trains 
enough times to be convinced that sexuality 
is at the centre of what it means to be 
Indian, at lca.st for large sections ot the 
middle class This image ot Indian culture 
is promolcd especially by NRIs, who 
embrace every advantage of life in the 
west but jealously guard their daughters 
tniin straying and scoui India tor virginal 
brides foi their sons, and m so doing claim 
that they arc upholding Indian ‘tradition' 
- whatever el.se they may be doing m other 
spheres of lile 

This conceptualisation ol Indiannc.ss, 
which is being imposed in an increasingly 
rigid form on .siKiety by the .Sangh pari var, 
needs to be challenged head-on by 
women’s gioups and other progressive 
torces. By remaining silent there is a danger 
that the right will succeed in defining the 
teirain ot Indian ‘cullute’ in .such a way 
that It ciuinot be contested except on their 
own terms. Kathcrthan simply waiting for 
each act ol provocation to react, the 
hindutva discourse on Indian culture must 
be attacked right at its ba.se - by bringing 
the issues involved much more directly 
into public view and exposing the irrational 
assumptions and illiberal ideology that 
underpin that discourse. 

In broad outline, this counter-attack 
could point out that India is a diverse 
siKiety and that brahmanical notions of 
sexuality and female purity, now reflected 
in the Sangh parivardi.scour.se, historically 
have been held by only a small section of 
society. It is well-known that norms of 
sexual behaviour, like other aspects of 
culture, arc highly variable. Brahmanical 
practices, such as ‘kanya-dan* marriage 
accompanied by dowry, were not widely 
observed in the past but began to spread 
to non-brahmin castes and nrm-Hindu 
communities only in the 19th century. 
Central to such ‘Sanskritisation’ processes 
is the tightening of control over women 
and curtailment of (heir autonomy, for 
example, by withdrawing women from 


work outside the house or forbidding re¬ 
marriage of widows. Yet the Sangh pari var, 
probably because of the .social make-up 
of its constituency, has seized upon the 
‘values’ connected with brahmanical forms 
of marriage and the patriarchal ‘joint 
iamily’ (also primarily a high caste institu¬ 
tion) and combined them with a kind of 
Victorian prudishness to construct its 
model of ‘Indian culture’. Therefore one 
can argue that women’s struggles for 
greater personal freedom are not neces¬ 
sarily anti-Indian or western-oriented, but 
arc an attempt to recover a different, non- 
brahmanical value system as a ha.sis for 
building a more egalitarian society - one 
which accords greater autonomy and 
respect for women. 

Right-wing forces can also bcchallenged 
on their own ground by asking them why 
It is against Indian ‘tradition’ to depict 
consensual lesbian sex in films but not 
male-female rape; or why free choice of 
marriage partners is against Indian culture 
but not wife-beating. By opening up a 
debate on such is.sues it may be possible 
to turn the tide of public opinion against 
tlicse aggressive right-wing incursions into 
the domain of public culture and morality, 
while at the same time evolving a popular 
consensus on certain women’s issues that 
have been on the back burner for too long. 
There is evidence in the public outcry 
against the Shiv Sena’s actions that 
people’s thinking on these issues is 
becoming more ojven, just as many people 
now refuse to conform to the ‘traditional’ 
norms in practice even though they may 
not openly express their opposition. 

Perhaps feminists can seize the moment 
offered by ‘Fire’ to put the issue of female 
sexuality at the centre of debates on 
women’s rights and human rights in 
general. Both feminist and anthropological 
theory argue that comrol over female 
sexuality is a fundamental component of 
patriarchal power and hence of women’s 
oppression in all kinds of societies. The 
women's movement in the west .struck at 
the heart of that power by linking up with 
the so-called .sexual revolution, which 
called for greater sexual freedom for both 
men and women. The outcome of this 
revolution, whatever other negative con- 
.sequences it may have had, is that today 
most people (barring the powerful Christian 
right) accept the idea that everyone has a 
right to define and control his or her 
sexuality and to choose their own 
relationships, and that such relationships 
ideally should be based on equality and 
mutu^ity rather than domination. The 
women’s movement has indeed led to the 
restructuring of the family (which it is 
often accused of destroying) by rejecting 


the power equations on which it was 
founded and rebuilding it as a much more 
democratic institution - one based on 
rclationsof consent ratherthanconvention, 
within which the rights not only of women 
but also, of children are recognised. In the 
wc.st, the struggle for gender equality thus 
was closely linked to the movement for 
sexual freedom - which includes the right 
not to have sex forced on one in any form, 
through rape, sexual abuse or harassment 
- as well as the right to express one's 
sexuality with a partner ol one's choice. 

In India, however, women’s groups have 
remained largely silent on this issue, at 
least in public, understandably so since 
they are all too often accused of aping 
western fashions and because they have 
been preoccupied with other issues that 
seemed more pressing. Yet control over 
female .sexuality is at the centre of many 
of tho.se issues; domestic violence (how 
many incidents are reported ol husbands 
heating or murdering their wives because 
they ‘suspected their fidelity”?), rape, 
.sexual hara.s.sment on the streets and in the 
workplace. Even the question ol women’s 
property nghts is connected to .sexuality, 
for the structure of the patrilineal kinship 
system which grants inhenumee rights only 
to males and disposses.ses daughters also 
dictates that control over lemale sexuality 
and procreative powers should pass from 
father to husband. Moreover, the main¬ 
tenance of female purity through patri¬ 
archal control is still strongly linked to the 
reproduction of the ca.stc system, as shown 
by the increasing number ot incidents of 
yewng couples murdered by their own 
families lor daring to marry outside their 
communities. ‘Fire’ has been so violently 
opposed precisely because it appears to 
challenge male control over female .sexua¬ 
lity. which IS at the ba.se of these power 
structures - ol family, caste and class - 
which the Hindu right .seeks to prc.serve. 

Because is.sue.s such as domestic violence 
and sexual harassment touchevery woman 
at .some point in their livas, and because 
all these issues are linked to control over 
female sexuality, this issue should not be 
viewed as an elitist concern. Instead, a 
direct attack on the issue of female sexuality 
can strike at the root of both patriarchy 
and caste/class hierarchy and help to 
destabilise the structures which subordi¬ 
nate women. This attack should include 
a clear statement that control over one’s 
own sexual and reproductive life, including 
free choice of sexual partner of either .sex, 
is a fundamental human right that should 
be protected by law, and that neither state , 
nor ‘community’ should he granted the 
power to interfere in individual decisions 
in such matters. 
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Backward Classes and the Census 
Putting the Record Straight 

B K Roy Burman 

The author, \iho wa\ deputy re^nttat-general in the census 
organisation from 196! to 1974, is lonvinced that, to get an insight 
into ongoing soiial pro< esses in the lountrs, a lensiis enumeration 
ofiastes IS neither useful not possihh 


lEF me mention ctitain latis to put the 
record straight 

(I) In view ol tliv tonstiluitonal com 
mitment ol having a list ol socially and 
educationally hit kwaid classes the l‘>SI 
Census had made a limited castcwise 
cnumei.ition apart Irom that relating to 
scheduled casks and scheduled tribe's ' 
Some ol Ihe siati s wi re aliead^ having 
a list ol ediicationallv backward castes and 
comnuinilKs ipart Inim Ihe SC and SI 
Besides a list ol obviously so called 
advancedcasteslikc Ihe brahman kayastha 
and rajpul was picpaicd The census 
enuiticialors were inslniitcd not toiecoid 
the caste names ol persons belonging to 
the laltei catcgoiies but U> lecord othcis 
Thus a large number ol castes weie enu 
metaled But the data were not published 
These weii made available to the Inst 
Backw lid ( lasses Commission Ihc re 
port ol Ihe commission makes a mention 
ol this lact I had a personal set I made 
the same ivailable to Ihe second Back 
ward Classes ("ommission, as c hairman of 
Ihc leehiiical Advisoiy ( ommitieeol Ihe 
commission but the commission did nut 
Use these data and took a dishonest com se 
in protest against which I dissociated 
mysell lioni the commission and later 
made a public statement To avoid mis 
understanding I should make it cleai that 
I am tully eommitted to reservation toi 
S( SI and ()B('and to alliimalive action 
lorinmoiities In 1991 I inlotmed VinexI 
Pande Ihe then se cretary InteislatcCoun 
cd about this source ol information I 
think a liiend 1 know has a set I sen 
without enumeiation of castcwise data 
dining the 2(M)I Census most ol the 
requisite information can be obtained bv 
an aeceptible method ol pio|Cction ol 
19^I and cailie'i census data 
Here I shoulil mention that during my 
assiKiation with the census organisation 
when I was deputy icgisirar-gcneral dur¬ 
ing 1961 74 I hail got caste and commu 
nitywisc data lui every census since 1881 
culled out I do not know whether the 
papeis ate still maintained or not Even 
it these aie not maintained, with the help 


ol computers this can again be done within 
a pciKxl of 2 T months 

(2) As regards need ol census data tor 
understanding the ongoing process ol 
change m Indian society everyone has 
missed an important point Bctorc talking 
about that let me give you another piece 
of background iiitomiation In I9S6 a 
SI inmar on scheduled castes was organised 
in Delhi It was inauguiated by 
Kadhaktishnan G B Pant, the then home 
minister was the chief guest and Jagjivan 
Ram chaired the meeting Along with 
Iiawati Karve, N KDoscand M NSrmivas 
I participated in the seminar As far as I 
lemcmber, we the social scientists ex- 
piessed the view that by non enumeration 
ot all castes in the census, a valuable 
source ot knowing the social dynamics m 
Ihe countiy was being pul under the car¬ 
pel Butsincemid 195Us considerable data 
on caste have been collected and there has 
been a vast change in the position 
When Asok Mitra took over as commis 
sioner lor the 1961 Census he responded 
(o Ihe then situation in an ingenuous 
manner In Ihe census opciation c onducted 
undei the provisions ol the statute, caste 
other than SC/ST wcie not enumerated 
but he organised, with the approval ot the 
government of India a non statutoiy 
operation on a large scale and put me in 
charge ol the same Surveys of 1,10,000 
marriages and of SIM) villages all over 
India were conducted In these surveys 
castes and communities were recorded 
The village suivcy monographs gave 
changing profiles ol caste relations and 
caste mobility, along with othci aspect of 
village life Intensive study ol 135 tradi¬ 
tional crafts and rapid suivey of several 
hundred lairs and festivals were also 
conducted These also provided consid¬ 
erable insight about Ihc role of caste Some 
of the monographs were prepared by Indian 
and foreign scholars In fact the work 
could be done by involving around a 
hundred scholars outside the census, who 
were not only financially supported but 
also given full credit for their work While 
Indian scholars of later period have by and 


large Ignored this massive source of data 
in 1973, before I left the census, I gc 
information that around a dozen doctorate 
theses had been done in the US on the basK 
of these data In 1983 during my visit tc 
Wisconsin 1 was told that all of the censu' 
monographs were computerised Beside*, 
the monographs published in the census, 
there have been a large number of village 
studies by Agro-Economic Researcl 
Centres and by a good many Indian anc 
foreign scholars There are also goot 
studies of caste associations 
Being acquainted with all this matcnal, 
1 feel convinced that for getting an insight 
into social processes in India, the old type 
of census enumeration is nut needed and 
not even possible Census should go in for 
limited type ot data and quick processing 
of the same Census should also augment 
non-statutury operations, so that it can 
improve the quality of the data it collects 
and design lelevant processing formats 
and pnonlics with institutional insights 
gained through the combination ol statu¬ 
tory and non statutory operations 

(3)1 venifc,Lsteiscnumeratedin2(X)l AD. 
from ourcxpenence of what has happened 
to the census data in respect ol scheduled 
castes and scheduled tnbes we can antici 
pate what will happen to othci caste data 
(a) Even after exertions by several 
commissions and committees it has not 
been possible to prepare rational lists ot 
SCs/STs Some names are obvious dupli 
cations Some clubbing of names docs nut 
tally with cmpincal reality These lists ate 
prepared with the approval of parliament 
Though Ihe census organisation is con 
suited the final say rests with the bureau¬ 
crats m the ministry in collusion with 
politicians In 1969 a tully inational list 
was prepared and in the forwarding note 
of the ministry to the select committee of 
parliament my name was mentioned as the 
principal consulttmt I immediately wrote 
to the ministry asking it to amend its note 
as It had flouted my advice in a number 
of cases When the ministry failed to 
respond I wrote to the Lok Sabha secre¬ 
tariat indicating that 1 would appear before 
the select committee When the minister 
tried to pressunse me I offered to resign 
I appeared before the select committee 
The committee forced the official bill to 
be withdrawn But after I left the census 
organisation in 1974, there has been hardly 
any resistance from any academic quarter 
againstpoliticai interference Severalyeais 
ago I found that more than 80 per cent of 
the time of the social studies division of 
the census and the tnbal research institutes 
IS taken up in examining the political 
demands of adding or altenng the lists of 
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Around 1969. a codiMmK^ not tbt data will te' a ami 


SOST ami OSC. lit one Cas^l found that 
the same research institute gave two 
opposite views with die change of the 
political masters. If all castes are enumer¬ 
ated, the demands of clubbing together 
different names or splitting one name into 
separate entities will go up several times 
and apart from census and state research 
institutes, the energies of many .social scien¬ 
tists in the universities would be drained 
to cope with the capricious demands. 

(b) Even the processing of individual 
scheduled ca.ste and scheduled tribe data 
has become time-consuming and almost 
unmanageable. For 1981 Census no all- 
India volume, giving data by individual 
scheduled castes and .scheduled tribes, was 
published. For the 1991 Census a volume 
IS yet to be published. I am not sure that 
all the contemplated tables in respect of 
individual S(7ST will be available before 
the advent of the 21 st century. If caste and 
community enumeration takes place in 
2(X)I. perhaps it will take another two 
decades to gel the processed mtormation 

(c) For planning purposes, the various 
agencies generally make use of aggregate 
data of .S(7ST Individual SC/ST data are 
I ari'ly used cither by government agencies 
oreven by researchers. In a tnbal research 
institute, with the director belonging to the 
IAS cadre and having higher seniority 
than even the principal secretary of the 
department. I tound that an up to-date list 
ol scheduled tribes was not available. Even 
in the ’People ot India’ project of K S 
Singh, apart irom general write-up, indi¬ 
vidual SC7ST data have hardly been used 

Interestingly. I find that though the 
government of India has a list of 74 tribe.s 
as so-called piimilivc tribes', the listing 
has not been done by any analysis ol indi¬ 
vidual ST data. It is based more on the 
subjective notions of bureaucrat-experts, 
backed by or backing the political elites. 

I also find that there i.s hardly any 
competence to interpret available SC/ST 
census data. A recent official document 
on planning shows incn'diblc incompe¬ 
tence even in correctly inteipreting .some 
simple .statistics. Even though the mistake 
was pointed out. it was not corrected. 
Anthropologists are not accustomed to 
handling large-scale statistical data and 
interpret the same in the framework of 
theirown discipline. Statistically-oriented 
demographers have hardly any field ex¬ 
perience and .some of their interpretative 
efforts arc completely off the mark. Even 
if individual castewise data are collected 
and pnicesscd. I have reason to be pes¬ 
simistic of the possibility of their mean¬ 
ingful use for an appreciation of social 
dynamics or fur policy formulation. 


lure for computer amenable documnita- 
tion of ethnographic material and also 
prepared an interpretative write-up on 
demographic indicators of social struc¬ 
ture. It was discussed in a meeting con¬ 
vened by ICSSR. The statistical advisor 
to the Planning Commission could not 
comprehend the implications due to non¬ 
acquaintance with the Held situation and 
the social .scienti.sts could not go beyond 
elementary .statistics. A composite work¬ 
ing group was .set up, but it never met. A 
part of the work that I initiated is now 
being done by .Stavenhagen of Mexico 
with a grant from the IntcmationaJ Social 
•Science Council. 

Without such tools of dcKumentation 
and analysis it is not possible to do justice 
to the huge mass of data that have piled 
up even in respect of .SC and ,ST. 

(4) Caslewi-se data by themselves will 
not bring benefit or harm, except to an in¬ 
significant number of persons. By the time 
the data are processed and made available 
to the public, they will be of only historical 
value. In tact, if in the meantime tools of 
appropriate cross-linkage and analysis are 


IT is distressing to find even the official 
Economic Survey purveying dubious 
Statistics on the sire of the cotton crop. 
The Economic Survey J997-9H, released 
111 May. says that there may be “a sharp 
decline in the 1997-98 cotton crop to just 
11.4 million bales Irom the preceding 
year’s output of I4..1 million bales". The 
estimate of 114 lakh bales for 1997-98 is 
questionable and the figure of 143 lakh 
bales for the actual production in the 
1996-97 .season is altogether basele.ss. 

When the crop estimate of 114 lakh 
bales for the 1997-98 season was being 
given out by thcEfo/Mwnic^Mrvey towards 
the end of May, actual market arnvals 
during the season were already nearing 
140 lakh bales. It may be point^ out that 
when the Survey was being prepared, the 
figures of actual arrivals till May would 
not have been available. But the fact is 
that by the end of April cotton arrivals had 


luxury. 

The country may or may not be able to 
afford to produce such luxury goods, but it 
isnotinapositiontoabsorb.without serious 
damage to the polity, the social tension 
that will be generated during the enumera¬ 
tion of caste-inclusive data. I wonder how 
many social .scientists are aware that even 
in case of scheduled tribes, which are 
lairly closed stK'ietics, identity boundaries 
go on changing considerably. As a re.sult, 
I have found that compari.sons of .succes¬ 
sive census data in respect to most ot the 
.small- and incdium-.si7^ .STs and SCs give 
completely unu.sablc results. The disputes 
about the identity boundaries sometimes 
even lead to murder. In fact one mini.ster 
was murdered allegedly on this issue. 

To contain such developments during 
a castc-inclusivc census, while an army 
of pseudo-expert burcauemts will have a 
field day, large contingents of the armed 
forces with stenguns will also be required. 

Note 

I Centuf of Imho /V5/. vol I Pail lA. Kepurt 
by R A Ciopjlaswanii. p vn 


already cro.sscd the Surve\ \ estimate of 
the total crop at 114 lakh bales 

'ITic Economic Survey’i> assertion that 
cotton production in 1996 97 was 14.1 
lakh bales is similarly wrong The Cotton 
Advisory Board of the textiles ministiy 
has placed it at 177.90 lakh hales, mainly 
on the basis of actual arrivals during the 
season. It does little credit to the authors 
of the Survey that even eight months after 
the end of the sca.son they arc apparently 
unaware of the actual market arrivals of 
cotton dunng the season. 

On page 115 ol the Economic Surx'ev 
arc given figures of cotton production in 
.some earlier years. All the.se figures arc 
equally doubtful. If one turns to .statrstical 
table 1.12 at the end of the Survey, one 
finds that the finance ministry has un¬ 
critically borrowed the.se figures from the 
agriculture ministry’s Department of 
Economics and Stati.stics. Accoidmg to 


Agriculture Ministry’s Dubious 
Cotton Crop Estimates 

M D Dewani 

For years now the agriculture ministry’s department of 
economics and statistics has been putting out estimates oj the 
cotton crop which have been regularly below both actual 
market arrivals and consumption by the textile mills alone. 
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Tails Owand Siim.v PesniON of CorroN 

{Figures in lakh balet iff 170 kg eaih) 


Year 


Supi 

Jly 


Intemal Off lake 


•V 

1 

c 

r 

O 

9 

Imports 

Exports 

Net Suply 

IvfTIR 

Spinnen N 

on Mill 

IWX 94 

107 

TOO 

1 90 

106 10 

114 00 

600 

800 

'1991 9S 

119 

S 89 

1 08 

121 81 

119 17 

6 17 

9 50 

I99S 96 

129 

0 SO 

8 (Ml 

121 50 

115 (X) 

6 50 

9 50 

1996 97 

141 

0 10 

16 82 

126 48 

150 41 

7 89 

11 86 

lotal 

498 

9 69 

29 80 

477 89 

518 78 

26 56 

18 86 


\oU \ (t) Prudui tion sUlistK.^ is given by the agrii iillure ministiy s Department of Beonomics and 
SlarisliLS 


(2) Olhti St ilislits IS compiled by the imili ministry s Totton Advisory Board 

the Sum t (p H 5) cotton proiluctittn was as to airivc at the estimate ot productivity 
107 lakti hales in 1991 94 119 lakh bales By multiplying the estimated area and 

10 1994 9*) 129 lakh bales in 199S 96 and pnxluctivity the cnip estimate is arrived 

141 baits 111 1996 97 taking these at CIcaily, the reliability of the crop 

purported ligurcso^ eotlonpioduclion by estimate depends on the accuracy of area 

dcduetingliomthemthcquantityol cotton estimates and proper monitonng of the 
exported and adding the quantity imported ci op cutting experiments which must take 
one can iiiive it the figuics ot ostensible aeeountotlatcpicking Inallthescrespects 
net supply in lhe*se yeais But it one the agncultuie ministry s exercise is 
pixtaposes against them the offtake of woefully delectivc These defects have 
cottonby the mills alone as calculated by been brought out by the Directorate of 
theC olton Advisoiy Board the hollowness ( ottonITcvcIopmcnt Mumbai, in its report 
of the agiicuiluie niinistry s pniduetion on the subject submitted to the Cotton 
statistics beconics clcai at once fhis can Advisory Board some time back To 
b< seen liom tin accompanying table mention just a few of the shortcomings 
Mill consumption alone ineachof these the acreage estimates arc expected to be 
year wis in excess ot cotton production provided by the patwans who may prepare 
as estimated by the agriculture ministry them without so much as going to the 
Textile mills aie required to submit fields Also there is hardly any rigorous 
statistics of the ir cotton consumption to monitoring ot the crop cutting exercises 
the lexiile ( ommissioncr pciiodicaily I ate picking remains ignored AH these 
I nicss the figuics of the mills con lead to defective estimates to begin with 
sumption ot cotton can he refuted one has and no effort is made subsequently to 
to accept til It the agriculture ministiy s bring them in line with actual arrivals as 
st.iiistic sol cotton pioduction arc dubious the season progresses Fvcnafterlhc season 
Had cotton production been no higher is over no attempt is made at such recon 
thane slim lied by the agriculture minisiiy cdiation The cotton production statistics 
cotton pi ICC s would h ive soared and there provided bythcagnculturemmistiy remain 

would have been closuie of many textile ridiculously low as a result 
nulls because of cotton shortage That If the present statistical anarchy in regard 
nothing of this soil happened in any ot lo estimating cotton production in the 
these VC us shows that the production countiy is to be ended stnet monitoring 
figures aic a sham It is no surpnse then ol the flow of cotton from the farms to 
thit the Inleinational lotion Advisory 


dieouuketii^fyaidsiiitf^tbthefiw^ 
and pieSsing factones will be necessary, 
until a more reliable system of crop 
estimation is evolved. The following steps 
need to be taken towait^ this end 

fl) All marketing yards should be 
mandatonly required to submit every 
month to the agncultuie ministry, the 
textiles department, the CCI and the East 
India Cotton Association precise statistics' 
of all sales ot cotton made through their 
yards in the preceding month 

(2) All ginning and pressing factones 
should be similarly required to submit 
within 15 days figures (in quintals and 
bales) ot cotton pressed by them into bales 
in the previous month Tins information 
should be submitted to all the aforesaid 
lour agencies 

(3) Every crop forcca-sting agency should 
be required to revise on a fixed day every 
alternate month its earlier estimate in the 
light of the trend of actual amvals The 
final estimates tor the season should tally 
with the actual amvals since it isobviously 
absurd to place pnxluclion lower than amvals 

(4) T he agne ulture ministry in particular 
should he required to follow this practice 
of revising its crop estimates 1 he produc 
Hon figures tor the 15 years at least also 
need lo be revised on the basis of records 
ot actual receipts 

(5) 1 he finance ministry and the Reserve 
Bank should refrain from giving currency 
to figures that do not take into account 
actual receipts so as to prevent the 
piolifcrition of misleading information 

(6) On the offtake side estimates ot 
cotton consumption particularly by (a) 
small spinning units and (b) non-mill 
consumers, ap[K;ar to be inflated to provide 
a cushion lor the mill industry An 
independent study of the actual offtake ot 
cotton by these two sectors is also nccessaiy 
for a more dependable picture of the 
demand-supply position of cotton " 


( oniiiiittcc IS contemptuous ol the cotton 
production statistics put out by out 
agncultuK ministiv 
Trade and industry as well as the Cotton 
C oiporation ot Indta make thetr own 
cstitnatc s ol the cotton c rop based on itifoi 
ination received fiom their contacts/ 
soiii cc s iiid then go on penodtcally revising 
the estimates in the light ol actual market 
arrivals 1 Ik aem ulture ministiy goes by 
Its crop luttmg ixperiments to estimate 
the si/c ol the crop Tor this an estimate 
ofareauiKlcrcoiton sow mg is lirst obtained 
and then at the appiopiiaie stage in the 
growth ol the plants crop cutting ex 
pcnnicnts are earned out at i number ot 
places in all the cotton growing states so 


For the Attention of Subscribers and 
Subscription Agencies Outside India 

It has come to our notice that a large number of subscnptions to the FPtV from 
outside the country together with the subscription payments sent to supposed 
subscription agents in India have not been forwarded to us 

We wish to point out to subscribers and suhscnption agencies outside India that 
all foreign subscriptions together with the appropriate remittances, must be forwarded 
to us and not to unauthorised third parties in India 

Wc take no responsibility whatsoever in respect of subscnptions not registered 
with us 

Manaofr 
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Inqnct {bad 

A Study in UP and MP 

V Ranganathan 
T V Ramanayya 


Rural electrification, with emphasn on productive benefits, w 
certainlv etonomically viable. To improve its financial viability, SEBs 
must concentrate on improving the toad factor by improving 
hoiLsehold electrification This is tertamlv viable based on 
mi remental i o\t\ and on remental benefits The way to get out of the 
tarifi suhsid\ mess is not to resort to overt removal, hut to change the 
organisation strudure progressively, like lommenialisation, 
'Jeientialisation. co-opeialives, eti, slowly pushing the ow net ship 
stake of distnhution nearer the nmsiimers 


<URALolcclriticalion was (ince the ‘pel 
imject oi global lundtiig agencies Fhe 
World Bank had invoked Hirsthman lo 
support ihe thesis that inseslmcnt in basic 
ntrastruclure projects like rural eiccliili 
.ation vsill lead to induced investment in 
Hher direct piivate sector projects bv 
■Icprcssiiig then costs that would have to 
seiiicui red otherwise However over the 
years there has been considerable disen 
.hantment that Ihe promised bcnelils have 
seen elusive and so it should be Icll t > the 
naikct when increased income will cieate 
he demand tor electrilication 
In India niial electrilication has always 
lad apioduclive bias by way ot emphasis 
m pumpset eiicigisation Tarilf lor agri 
■ultuie was subsidised so as lo induce 
armeis to inciease output through irnga 
ion and adopting high yielding larm 
naclices Fhis policy has indeed paid rich 
ividends in hiHisting agricultural output 
l ihe national level Village elcctnlica- 
on has been a supplementary objective 
nd consequently the progiammc has not 
jrought the niiat population suiricient 
ccess to electricity thanks to taigct 
/ncntalion .uid critena and detinitions un- 
'.'latcd to achievement ot objectives, like 
village being deemed to be electrified 
a line passes over it. without nccessai i ly 
anenting any household 
The ta.sk ot rural electrification is not 
ompicte Many more pumpsets have to 
e energised and even more households 
Fovided accesstoelcctiicity. even in states 
'here MX) per cent villages have been 
cctrificd The ta.sk is even greater in 
ackward states, because these states have 
higher potential in teims of pumpsets 
) he energised as well as many more 
illages are yet to be electrified But the 
nancing of rural electrification has 
?ceived a set-back. All the sources ot 


financing - from multilateral banks 
cenlial government and internal genera 
lion through loan repayment and interest 
payment are drying up In this context, 
this study aims lo ascertain 

• whcthei ruralelectnflcationiseconomi- 
cally viable 

• if so, how to raise rcvourccs for impic 
nienting RE proiccts 

• in the process what piicing policies lo 
be adopted and 

• how to maximise llie benefits ot rural 
etecirilicalion by properlormulationand 
implemeiitalion of policies 

A survey was conducted lo assess the 
long-term impact ol rural clectnlication 
in the backw.ird states of Ihtar Pradesh 
and Madhya Pradesh The survey covered 
lour districts in each slate, two relatively 
torward and two backward About 5 000 
households in all were surveyed in both 
Ihe states The survey was supplemented 


tty disoinsioitf With StUeEleciric%B«MHf 
officials and secondary data analysis. I'hu 
findings are reported below 

CONTTUBUTION OT ELECTtUnTY TO 
Growth or Village Economy 

A household survey was undertaken to 
elicit various aspects of rural electnfica- 
tion in connection with households Ptwr V 
questionnaires were canvassed, vir. \ 
(a) survey ot electnfied households in ^ 
clectnfied villages, 

<b) survey of unclectHficdhoaseholds in 
electrified villages, 

(c) survey of households in unclectnfied 

villages, and , 

(d) survey ol household industiics and 
establishments 

The study found that electrified house¬ 
holds had income more than twice that of 
iinelcctnfied households in MP In UP in 
Ihe hill districts of Nainital and Almoda, 
electrified households had (SO percent and 
80 per cent more income than unclectnfied . 

households But there is no firm basis on 
which this increase could he attnbuted to 
electrification, as agricultuial income was 
not the dominant component of total 
income in the hill distnets In the plains 
ol UP. the electrified households reported 
less income than uneiectrificd households 
from the same clectnficd villages This 
was perhaps because income in the plains 
of UP had already incica.scd due to surface 
imgaiion This was alsoclcarfromthe (act 
that in UP A, B and C households had ' 
more or less the same income whereas in 
MP, the B and C households had much 
lower income than A households 

Table 1 givestheeconomicsol pumpsets 
energisation The marginal value product. 

I c, the extia profit made possible by 


Tabu I Ntr Bi netits of Pi mfsi t Lni r(>isa tins 




HP 

MP 

(It 

Iiicieasu in imgatcil ana in kharif as re 

7« 

6180 

(II) 

Yield of maior khanl crop quinialVain 

S2 

45 4 

(Ml) 

fncrcMse in imgateil area in Rabi acre 

ISO 

7045 

(IV) 

Yield of inaior r.ibi crop q/acre 

^8 

20 9 

(\l 

C osi ol cultivation - Rs per acre 

2M)<) 

1200 

(VI) 

Nei acrage heneftls 3- (Rs million) 

4 066 

229 74 


|S(X)*{(i) X (11) s-(III) X (iv)| (v)J 



(VII) 

Irrigated area before clecinficaiion - acre 

2472 

2596 

(VIII) Yield betorc elecinfication yield altei cicc 

■X 

9 

(IX) 

Ihcfeinental cultivation costs - Rs per acre 

600 

500 

(s) 

Net yield benefits s (Rs million) 

2 224 

10 06 


ISO!)* (VH) X (VIII)J - l(VIl) X (IX)J 



(VI) 

Net sutpluB = (vi) + (X) (Rs million) 

6 201 

259 8 

(XII) 

foiat number of electnc pumpsets 

154 

1027 

(sill) Average kWh per pumpset 

4667 

5546 

(XIV) Value of 1 kWh of electncity s |(xi)f(xii)*(xiii)) Rs 

87 

70 

(XV) 

Additional income per pumpset owning household s (xi)/(xii) 

Rs 40 852 

2 55 500 

(svi) 

Electncity bill at LRMC (iP Rs 1 per kWh as peicentagc of 




incremental income 

54 

42 


n* lxiii)/(xv)l*HX) 
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dn extra kWh ot elcctncity in agncul- 
lure was found to be around Rs 9 loi ItP 
and Rs 70 lor MP I his was based on value 
ol incicintniai uiplus oi agricultural 
product tssininlly loixl crops which 
was made possible only due to elecirifi 
cation ( oinpired with the national aser 
age cost ol Ic ss than Rs 2 per kWh oi the 
long run nurginal cost ot clectnciiy for 
agticuliurc ol around Rs ^ per kWh cltaily 
the benefits far outweigh the costs The 
benefits ire much more loi MP hcciusc 
hcrcclecirilication men ased (he iiiiiMtcd 
an* I manitold where is in UP surtiee 
imgitionw IS ilic id> me sisicnceininany 
partsiiilhe liielo (i ingelie plain MPniade 
uscol (lecliie piinipsets imieh moie thin 
liPanddi iieedihe lieiielits Ihiswasboth 
due to I ick ol 111 lit) niativc iriigalion 
source IS wi II as elue to hettcl eicctlicily 
supply III Ml’ I Veil it the liinicrs were 
to pas lor elecliicils tor (lu ir puinpsets 
at Ihi rile ol Rs t per kWh whieh is 
ippioximiti I KM( il would only he U 
peree III ol llu mele mental suiplus leu the 
IIP III me IS inel only -f 2 |x.r cent ol the 
incrcineiiial sinpliis loi llu MP latineis 
I eonoinic i ilionalilv would postulate that 
they weieild he prepared to pay up to l(K) 
per ecni ol llic inclement il surplus or 
salue added i aeh electric pumpset own 
me household gels m adeJilional income 
ol iboiil Rs40(KK) uidthe MP house hold 
cels Rs likh (Ui year due leielccin 
he ition 

the pel e ipiti priKluclion also de'pciid 
on Ihe elleet oil population The survey 
toiindth ii nil ill Icctiilic itionh isieduccd 
the lamily si/c in I'P but not in MP 

llighei inconii toi Ml’ elm lo lural 
ilcctrilie itioii resulted m highci ownci 
ship ol eonsunie i duiahle s is compaied 
lo I P I tieliilie itioii h ts led le) increased 
owneishipol laiming issi Ism both states 
but inueli more so m MP f Ice trie motors 
It 66 for I Very ItX) house holds (hhs) were 
the piinii niosei ol wclliie in MP In 
conirisi the numberol diesel sets was less 
than4 per 1(H)hhs In UP there wcic only 
1 2 e lee II IC moli >i s and ( a high ('1)12 dicsci 
scispei l(X)hhs Rc isons ire Iwolold MP 
w ts an igi irian economy (with agnciil 
lull lo non igiicultiia employment at 
80 ■*()) while I P was mote diversified 
(60 40) lliL’herthc igiiiiilluralcontenlof 
(he economv higher is (he potentiil to 
aap thi beiietii ol rural electrification 
Secondiv I leeliicilv supply was better m 
MP than I'P 

rhe increase m well aa wascaptuadby 
pnigassiveacqiiisitionol issets IlisleMinif 
that (hca* is an inetibiiion period ol live 
ycais lo significantly aap the bcneliis ol 
clectnlication i e. long term Ix'ncfits of 


RE are much higher than the shoit-term 
benefits 

In both stales elcctnfication has led to 
agricultural labourers becoming land 
owning farmers In UP this switch was 
10 [)cr cent in MP it was 18 per cent But 
the impact ot electrification on occupa¬ 
tional diversification was minimal (only 
1 per cent increase in service class and 
negligible shift from agriculture to non- 
tgiicullurc) On Ihe whole lural clectn 
licalion did not have significant link with 
employment generation or occupational 
di \ c rsi I leal ion in terms of s witc h to indus 
iiy jobs except for the slight increase in 
Si tviccs 

I he survey on household industry and 
esl ibhshments showed a feeble impact on 
(he numberol industrial establishments 
md then profits While Rf had a major 
impact on agncultural productivity and 
also a icasonahle impact on those house 
holds who used e Icctiicitv lor rural indus 
lues It did not have a major impact on 
anal industrialisation per se by wide 
spread promotion of lural industrial activ 
iiy rhiis merely providing electricity in 
lural areas will not lead to rural 
mdiistriahsation but various coinpicmen 
I iiy inputs such as rural credit - where 
both the states got hall the capita national 
ivcragc and developing and fostering 
entrepreneurship 

f ensus data shows good correlation 
beiwecn le rtihsei consumption and value 
(it agncultural output I he survey revealed 
uniform higher pniductivity in all sample 
disliiets except in Jabalpur and Mandsaur' 

1 he survey also showed that greater use 
ol lertihsers pesticides etc consequent 
lo I Icctrilication was minimal in UP but 
w IS picvalent in MP On the whole there 
ippears to be no ovci whelming backward 
linkage clfectsduc toRP m bc>(h the states 

Most ot (he rural load is made up ol 
igncultural puinpsets Ihe utilisation 
I iclor which will give a bcttci idea ot the 
ovciall utilisation of installed capacity 
(without bifurcating into power cut and 
low demand causes) is calculated lor 
L II cine pumpsets and this is 5 67 per cent 
for UP and 5 91 per cent for MP fhe 
Imuicisbascd on the assessment of average 
ninning hours ot the motor per year In 
other w ids on an average, electric 
pumpsets run for I 36 hours per day in 
I IP and i 42 hours per day in MP There 
IS alv) no significant other demand for 
electricity in the rural areas This low 
implied load taetor is the heart of the 
problem in ruial clectaficalion The load 
I iclor and also the revenues to SEBs can 
be increased only by intensive household 
e le'clrilication As long as the agricultural 


tariff IS low and there is possibility of tanlf 
misclassification, t e, households using 
pumf^et power tor their households trw. 
there will not be any incentive tor SEBs 
to intensively electrify households Other 
increases in load factors will come alter 
electrification of households as the house 
hold income increases due to supply el feet 
of RE Thus clcctnflcation will increase 
income income will increase the demand 
for electricity increasing the load factor 
This will make for reduced losses of RF 
1 he supply of electricity was much more 
reliable in MP than in UP Yet the agn¬ 
cultural tanlf in UP went up tiom 3] 6 to 
SO 5 paise per kWh overffvc years ending 
1996 97 whereas during the correspond 
ing period the agniultural tanft in MP 
declined from 24 S to 3 9 paisc per kWh 
Another me'asure ol the quality ol supply 
was the extent ot diesel pumpsets and their 
use The ratio of diesel sets to electric sets 
111 UP was 2 38 whereas it was 0 165 tor 
MP The average consumption of diesel 
sets was also higher lor UP it 2 529 kWh 
compared to only I 628 kWh lor MP 
Thus Ihe reliabilily and salistaclion with 
clectnc pumpsets was much higher in MP 
than in UP F ven though supply re'iability 
was lower in UP avciage f PS consump 
tion w IS marginally highei in UP than MP 
The UP farmers seem to have combated 
Ihe supply unreliability through higher 
IIP motors (12 6 HP in I P vs X 65 HP 
in MP) and longer hours of tunning during 
crop seasons Supply unreliability has 
taken a toll in two ways (I) Yield benefits 
in UP aie 20 per cent ihal in MP (2) Use 
ol dicscI sets in UP is much more than in 
MP (leading to higher cost ol cultivation) 
Average time taken lor a new connec 
tion tor agriculture was 10 months in UP 
and eight months in MP lor domestic 
connection 11 months in UP hut 2 6 months 
in MP Average initial deposit in I IP was 
twice that in MP Regarding billing ac 
curacy 50 per cent ol the consumers in UP 
were dissatisfied whereas in MP only 2 
pel cent were dissatisfied Overall 47 per 
cent of customers were satisfied in UP 
whereas 65 per cent were satisfied in MP 
In literature, two types of criticisms of 
RE arc lound (I) RE increases dispanites 
by being more accessible lo the rich than 
to the poor (2) RE, tpw fat to benefits 
Ihe nch more than it benefits the poor, 
even if both had access The study tmind 
evidence to support the first hypothesis 
but nut the second In UP only 11 percent 
of the rural households were electrified 
and in MP 35 per cent were eicctnfied by 
1991 The survey revealed that higher 
income households had better access to 
clectncity This calls tor removal of entry 
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barriers for poor people in the form of 
initial deposit, etc. Though government 
has special programmes like Kutir Jyoti 
of and similar state government 
versions to help the poor with access to 
electricity, the SEBs mainly look upon 
them as cheats who multiply the number 
of connections without authorisation. 
However, the survey also revealed that 
access to electricity for SC/ST in MP has 
been fairly adequately provided.^ 

Qualitative Benefits and 
Co.sT Beneiit Analysis 

In UP, elecirilication has led to quali¬ 
tative improvements in .standard of living 
by enabling a switch from kutcha houses 
to tile nxtfed and pucca houses of RCC. 
In contrast in MP, the switch did not take 
place suttlciently. The rich-poor distance 
appears to be more in MP than in UP. 

In UP. male and female literacy in- 
crea.sed by 2.1 per cent autonomously 
during the period 1991-97 to about 80 per 
cent and 50 per cent respectively. Nearly 
half of thi.s increase is attributable to 
clectrirication. In MP, literacy increased 
.lutonomou.sly by about 12 percent, with 
the male rate touching 69 percent and the 
female 4.1 per cent. Tlie contribution of 
electricity in this is even more, alxiut twp- 
thirds. While the overall level of literacy 
growth in MP is le.ss than in UP. elcctri- 
lication in MP has played a signi ficant role 
in the increase in literacy. Among the 
electrified hou.schoids, both in MP and 
UP, male and female literacy levels were 
the same at around 83 per cent and 56 per 
cent respectively 

Electnficaiion. with the introduction of 
TV. has broken the monotony of people’s 
lives. In the slightly more urbane UP. TV 
was predominantly used for entertainment. 
But in the 'developing' MP, the prefer- 
' ence for entertainment vs education was 
evenly divided. In UP. only I per cent 
rated news as top preference whereas in 
MP It was important for 10 per cent of TV 
owners. 

The study has estimated the value of I 
kWh of electricity to be about Rs 9 for 
UP and Rs 70 for MP. Even if one were 
to assume all the ios.ses of SEBs are due 
to subsidy to agriculture, the fact that the 
value is much more than the average cost 
of Rs 1.86 cleariy shows that the economic 
benefits far outweigh the financial lo$.ses. 
Thisemphasises that indi.scriminatc appli¬ 
cation of power cuts to agriculture may 
be justing on grounds of loss minimi¬ 
sation, but it is misplaced on allocative 
grounds since the production loss in 
agriculture will be much more. The im¬ 
portant and interesting finding is that 


electricity appearstohavethehighest value 
added in agricultuie, much more than in 
industry. Thus in the interest of allocative 
efficiency, the conflict between economic 
benefit and financial loss must be resolved. 

REFINEMENrS IN 

Rural ELEtmtiFiCATiON Appraisal 

Electricity consumption by agriculture 
is overestimated routinely by all the SEBs 
becau.se there is no metering of agricul¬ 
tural electricity consumption. Table 2 
compares the survey results with the SEB 
figures on reported consumption. The RE 
subsidies are exaggerated by a factor of 
2 to 2.5 by booking lo.sses and theft as 
agricultural consumption. 

In UP the share of electricity to agri¬ 
culture as a percentage of total as reported 
by UPSEB declined from 38 per cent in 
1992-93 to 34 percent in 1996-97 whereas 
in MP this figure increased from 21 per 
cent to 31 per cent during the same period. 
Therefore in actual terms, i e, without 
overesiimation, in UP the share of elec¬ 
tricity to agriculture has gone down very 
significantly. 

On the cost side, the SEBs calculate the 
L0.st of electricity by assuming a uniform 
generating cost as applicable to all catego¬ 
ries. But in actual supply, whenever there 
is a power cut, it is first applied to agri¬ 
culture .sector, unless there is a clear 
political direction during cropping .sea¬ 
sons. Even during those .sca.vin.s. electric¬ 
ity is otten supplied at night (off-peak). 
7'hus if the class peak component of 
marginal generation capacity cost is taken 
into account for agriculture, the capacity 
component may turn out to be much lower. 
In other words, the SEBs arc already 
rationally minimising losses, but the credit 
is not given to the customer category. 

ihe SEBs also take the LT co.st uni¬ 
formly without bifurcating LT rural and 
LT urban co.st in the distribution cost 
component. This is important because the 
load factor of rural load is much less and 
density of eleclrificalion is also lc.ss, both 
leading to higher unit costs. Hence the LT 
distribution cost must be divided into LT 
rural and LT urban and these must be 
divided by the rural and urban consump¬ 
tion (kWh) respectively to get LT rural 
costs. The accounting information system 
of SEBs must be modified to get this data. 

Organisation for 
Rural EiiiCTRiFicATioN 

The issues here arc two. Should a com¬ 
mon organisation operate both rural and 
uiban segments, cnis.s-subsidising the rural 
from the uiban/industry, as currently done 
and as is the practice in telecom also, or 


should there be two separate orgaoi saiions 
making the subsidy explicit and more ac¬ 
countable? Second, should the rural sup¬ 
ply be decentralised to rural electnc vo- 
operatives to be closer to the consumers, 
more accountable to them and also be in 
a position to cut costs by reducing over¬ 
heads and centralisation. There are about 
37 rural electric co-operatives in India, but 
most of them are not tunning well. The 
few which do run well shine by exception. 
The study identified that as long as the RE 
co-operatives depend on SEBs for supply, 
they are dot>med because the SEBs see 
them as a potential threat and are inter¬ 
ested in proving that they are inefficient. 
Besides, the low price at which SEBs are 
forced to sell to RECs - some of them in 
the range of 2 pai.se per kWh - introduces 
conflict between SEBs and RECs. Thus 
the .success of rural electric co-operatives 
depends to .some extent on unbundling. 
Also, as long as the co-operatives are 
allowed to feel that financial crutches will 
be provided to them, they will continue 
to be failure. 

Political interference is another reason 
for their failures, as in the case of the 
Manasa REC in MP. Here the Andhra 
Pradesh model may he followed, where 
those RECs which can manage themselves 
without financial support from govern¬ 
ment will be given immunity from politi¬ 
cal interference. The co-operative form of 
oigani.sation provides an opportunity to 
handle the tail ff sub.sidy issue and decouple 
It from government or SEB eventually. 
The field study showed that farmers within 
an REC region were not excited unless 
they arc better off in every respect - tariff, 
quality of supply, quickness of connec¬ 
tions, etc - than their counterparts in (he 
SEB domain. This means that for the REC 
concept to succeed, the SEB compari.son 
should not exist. The .study .sugge.sts that 
the rural electric co-operative form of 
organisation should Ire thought about 
seriously, but introduced cautiously, vi/., 
gradually but firmly with the understand¬ 
ing that all rural distribution will eventu¬ 
ally be co-uppralivi.scd. 

'The study recommends commercialis¬ 
ation of SEBs as (he first step to be 

TaBLF. 2 : AVLRAtlE EU;f'TItiriT> OlNSIlMFnON IN 
AriRKifi.TiniF 

fcWh/year UP MP India 

IIM-B survey (1997) 4667 3346 

As reported by SEBs 
(1996-97) 9437 8I9( 

Ratio of reported lo survey 2 2 45 

Paris William Reidhcad 
(1994) 4305 3529 3.555 

CEA’s estinuite (1994) 6800 
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lollowcil by (he cxploralion ol niral elec¬ 
tric c()-opcrati\e loim ol organisation 
Oisiribiilion being a monopoly privati¬ 
sation wiilioiii ihc laiility to shop around 
lor consumers i e without coinpelition 
will i>nlv lead to rents acciutnp to private 
disiiibuiois Ihe legulalor is also likely 
li> be pioducei Iriendiv than custimiei 
Iriendlv 

I l\\\ IM Rl KM I IK IKIIK VIIUn 

At piescnt Ilicn are scveial .inomalii.s 
m ImaiiciiU' iiit il cliclriluation I list is 
that beiaiise ol taiill subsidiis SI Us aie 
not mien slid in rui il i ininlicalion and 
Iheieloii Rl litiids I Inis instead ol Sl-Hs 
ihasin<'KI( ilisKIt w hu h has loch,isi 
SI Hs I his It Mills III loss (>l coniiol ,uid 
loss ol iinii'i lot Rl ( lomparidto siy 
Ihel’owi 1 1 inaiKeCoiporation lorwhosi 
hinds SI Usliiieupdcleri'ntialls Ihebasn 
pioblem hue is ih.tl Rl ( has not culli 
valid list on liiuiiKv \i/ lir'ilv Iheiural 
lonsiiuKi md siiondh ili.'slateeovein 
inent Rl ( niusi do thim's in a wav tint 
mial lonsiinuis leilia ih.il ihi benelils 
ol itiial eleiltdii ilion aie nude possihli 
bv Rl ( lunds iiul Its .wtive monitoimg 
and lominiimenl 

Second IS ihi nivih ol outsi.indings 
alwavs bi’ine l’oimI Kt lU'C ol the sovei 
sign suit goveinmi nt boirow'r while m 
ii.ihiv ilu manv itovi innients oi SI 
SI Idoinupiv 1 hisiisiilfedinRl rmakiiig 
p,i|x I pioliis pas nig income tax hut having 
a I ish iiiiiich [Ills was set right in 
lO*)'' >)t whin kl( swililud ovei to 
II alisaiion hisis horn ,iiiiual basis loi 
inconii 

Ihitd IS Ilu anonuK that Rl ( s Ksi 
busiiK ss IS Willi delaultcis \ p,dilative ol 
debt iesihednlin>' in Ihe loini ol chei|n,. 

I xihangi was icsoitcd lo Ihis had lim 
Mill siici I S' I his also lesulteil in loss ol 
coniiol ol Rl ( oil I phvsic.il piogress 
inonitoiing ol piimls loi whiih hinds 
wen "I'lii 

I onilh IS Ilk lonstiaint ihai Rhf'cannot 
deieimiik th piioitlies ol lending bin 
insti,id ihe\ an deeided mosilv bv Ilu 
i’lanning ( oinmission ba'ed on level ol 
baikwaiilness I his gives an inci'iiiive lo 
eonliniii lobebaekwaiii beeaiiseihemoie 
biekwaril ihi st.iie is inoie hinds ti will 
get unde I Ihe nnniiniininiedspiogiamrni 
iiiespi'clive ol Its loan lepavmeni iceonl 

lo idelle ss the Si i|Ue slums Rl'('must 
ehangi Its hu ns hoin one ol tinaniiei lo 
oiu olilivilopii Insteadolconcenitaling 
on lending and botiow mg oper.iti()nsonlv 

II must pay inon niintioii lo moniloiing 
pliv steal .ichievi inentsand inonitoi phy si 
cal proi'iess In short it must develop its 
eonstiiueniv vi/, the niial consumer 


Earlier a central planning approach was 
loi lowed whereby a grand model was 
developed lor extending electniicatton 
through load iori'casting, rinancial. eco¬ 
nomic analyses, etc ITie present study has 
shown that many of the assumptions are 
not true lestilting m the load lurccasl not 
niaienaiising, load factor icmaining poor, 
ell I he recommendation ot this study is 
to luin to incentives The study suggests 
introdui turn of piolit centre c oncept at the 
division level and leaving it to the divi¬ 
sional engineers initiative to develop the 
lo id with an incentive tied lo increase ot 
load and pnifitability 

TCRIII S AND Si bsioils 

Ihc study has shown that agriculture 
does not need any taiifl subsidy Positive 
value added .iccnics lo hirmers, small and 
big alike However, removing an existing 
henelit is traught with adverse political 
I itnsei|uences [he survey also icvealed 
Hut the MP tarineis who had good quality 
I lec It Idly supply at low tardi did not want 
a larill increase .md belier quality ot 
supply On the olher hand, the I IP larm 
I IS who were having poor quality supply 
and paying a higher price, did not mind 
a still higher price piovided Ihe quality 
improved Phis was bec<iusc they were 
ilre.uly paying ,m even higher price through 


cbc.%1 set operation. Therefore, if one wants 
to rai.se the pnee, one has to make the 
quality ot supply intolerably pour in order 
to prepare the consumer for the price 
increase 

Rural electnncation, with emphasi.s on 
productive benefits is certainly economi¬ 
cally viable To improve its financial 
viability, SEBs must concentrate on im¬ 
proving the load factor by improving 
household ciectrificalion This is certainly 
viable based on incremental costs and 
incremental bcnclits This way the .SEBs 
should use the economies of density in 
disiiibution liilly This is certainly pos¬ 
sible if SEBs are commercialised and a 
profit centm concept is inltxxluced at the 
division level 'fhe single point sc heme lor 
the poor should stay The way to get out 
ot the tarill subsidy mess is not to rcson 
lo overt removal, but to t hange the organi 
sation structure progiessivciy, like 
commciciahsation deceniralisation. co 
operatives, elc slowly pushing the own 
ership st.tke ol distiibution nearer the 
consumers 

Notes 

1 Cjillini: l.uin otilptil ilali loi M.in(isiui was 

.1 piohleiii since this w,is .in i.piiini < ultivaiinfr 

ilisinil 

2 For UP this ikila w.ls niissul out 
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Father: A Symbol of Anti>Liquor 
Movement 


Bharat Dogra 


Such Hfli the moral force behind the anti-liquor movement in Father 
in Saharcmput district of western UP that despite repiesMon 
unleashed by the government on behalf of the liquor barons, the 
liquor vend in the village was finails forced to he closed No vsonder 
in nearby areas Pathei has become a symbol of successful struggle 
against liquor 


PAIHFR village ol Saharanpur district 
hasemetgcd as a major symbol of the anti- 
liquor movement m western Uttar Pradesh 
I or nearly three months the people of this 
village assisted by a voluntary organisation 
Disha carried out a grim struggle lor the 
itmoval ol the liquoi vend from the vil 
lage Ncaily ‘>0 pci sons of this and sur 
lounding villages including particularly 
ihc wonicnactivislsol Disha were injured 
in the police repiession unleashed on the 
movement Such was the moral loicc 
behind Ihe movement that despite this 
icpression the movement continued till 
the government linally agreed to remove 
the liquor vend 

The dcteimination ol the people in the 
laeeol sevcie repression won widespicad 
adniii ition in neighbouiing villages and 
Disha started getting requests to help other 
villages to get iid ol then liquor shops 
Whenever possible wc sent our activ 
ISIS to share our experiences in other 
villages and in two nearby villages liquor 
vends wiie icinovcd soon aflei the sue 
cess of the Father movement Action was 
initiated in sonic other places as well” says 
K N Tiwari sccietary of Disha 
The liquor vend at Father had at one 
lime become the number one problem of 
the people ol ihts village The location ol 
the vend was such that it attracted truck 
drivers and tipplers from several surround 
ing villages as well Soon it became a 
meeting place ol several anti-social elc 
menth Drunk people at all times of the 
day and night created havoc in the market¬ 
place and even ventured into some of the 
nearby homes Tliey frequently entered 
into violent hiawls with villagcis On one 
(Kcaston a communal not was barely 
averted when some drunk persons entered 
a religious place 

Within tlic village the easy availability 
of liquor led to a big incieasc in the liquor 
consumption Even several children who 
tned to imitated elders got addicted to 


liquor and went to the extent of stealing 
main and utensils from their own houses 
to buy liquor Women were the worst 
aliccted It was difficult tor them to walk 
neai the liquor vend, but thev had to come 
to the maiicet and the bus stand located 
quite close to the liquor vend There were 
several cases of harassment and attempted 
molestation Domestic violence incicased 
greatlv in the village One drunk person 
liom a neighbouring village threw acid on 
a woman 

Disha had been working in this village 
lor several years particularly to mobilise 
women and it had set up a Mahila Jagrili 
Sangh or women s iwakcning committee 
111 the village As the liquor vend incrcas 
mgly became the number one problem lor 
villagers this question was insariablv 
discussed at Disha s meetings in the vil 
1 ige Initially Disha was unsuie how far 
It could gel involved in an anti liquor 
movement which could affect some ol its 
other work but once the villageis paiticu 
lailv women expressed their delcrmina 
tion to oppose the liquor vend Disha felt 
It was Us duty to support the village women 
and this involvement went on increasing 
as the liquor mafia proved very difficult 
to dislodge 

Initially when the villagers had met the 
district magistrate and other officials they 
appeared sympathetic and said that the 
liquoi contract would not be renewed But 
these assurances proved to be false and 
tlic administration appeared increasingly 
to lake the side of the liquor contractor 
Therefore the villagers decided to sit on 
an indefinite 'dhama' (sit-in) in front of 
Ihe liquor vend 

Seeing a big crowd approaching the 
liquor shop on March Tl, 1993 the con¬ 
tractor fled, but the real battle was to get 
tile contract cancelled officially and so the 
dharna continued Days passed into weeks 
and weeks into months, but the adminis- 
tiation chose to turn a blind eye to the 


Econoimc and Poktica) Weekly December 12, 1998 


mounting resentment m the village. Many 
villagers, particularly women, were be¬ 
ginning to endure a lot of hardship at the 
dhama and had to forgo their work and 
livelihood Frequently they were harassed 
by goons ol the liquor mafia, who even 
threatened to kidnap women activists and 
their children 

Finally the people decided to march to 
Saharanpur city to meet the authonties It 
was here that the police unleashed a brutal 
lathi charge on the protest march of the 
anti liquor movement Mahfoo? a physi¬ 
cally handicapped participant in the 
movement was beaten so badly that it 
took time months lor him to recover from 
his serious injuries Several women 
acti vists had to be hospitalised tor several 
days 

However ihe news of this repression 
spread larand vv ide and Ihe administration 
and political le.idcrs came under picssure 
to withdraw the liquor vend As sinin as 
the news ol the cancellation < I lie liquor 
conn act reached the village pcoplehugged 
each other and women cued with happi¬ 
ness A halwai (sweet i seller distributed 
all Ihc sweets stcKked in his shop People 
rushed to temples and mosques to otter 
thanksgiving prayers 

In the couist ol this agnation such a 
motal loice was created that m inv habitual 
drinkers look a pledge to give up liquor 
What IS moic many of those gains have 
been sustained Duimg a iicent visit to 
this Villagc this writci met sevcial people 
who gratefully recalled the movement 
which nd Ihe village of its biggest pnib- 
lem Several villagcis testified that con 
‘umplion ol liquor is now only about 10 
per cent to 20 per cent of what it was 
before the movement As a result ol this 
saving seveial kutcha houses <ind shops 
have been converted into pucca state 
lures the village and in particular the 
market wears a new prospcaius look 

Mahloor who was injured so h<idlv in 
the movement says Tf the contractor 
dares to come again III again panicipatc 
in the movement to oust the liquor vend’ 
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Roots of Traokoy 


Russia: The Unending Torments 

Frederic F C'lairmont 


Yeltsin 'x Russia offers us the prime example of a country hogged 
down in chronic debt and deficit financing, its rickety financial 
structure marked by phenomenal tax evasion, capital flight and 
paucity of financial controls. 


WhiHjvcr Ignores the tact that there .ire 

.separate political slates diversely ronsti- 

tuted can never de.il adequately with 

problems ot polilical economy 

- Turgot (I727-I7H1)' 

IN the soirlid annals ol 2l)lh century 
capitulisin there are no pieccdents lor 
Russia’s unrelent i np econonuc caiat 1 ysm. 
boundless linancial skuiduggeiy and na¬ 
tional degradation A process sparked by 
Yeltsin’s l*>9l coup; so sustaincdly 
bankrolled by his lon'ign and domestic 
hustlers, one ol the crassest cpisrxles of 
the 20th century. 

What Hillei did not aeeoinplish by the 
bestiality ot Operation Barbamssa >vas 
consuiiim.'ued in seven desiiuclively tor¬ 
mented years by Yeltsin’s appaiatchiks, 
hts Ameiican handleis and a pestiferous 
dome.stic oligarchy The gtimness ot the 
rccoid IS hlaiaiil 

Accoiding to the olficial Russian Centre 
ot the .Sl.uidard ot 1 i virig. 79 inn Ku.ssiaus 
(5^ pel cent) live in povcify .tnd the 
numbers arc escalating, 2 pet cent ol top 
income earners gobble up 57 per cent ol 
the nation’s as.sels. its foreign debts stands 
at Si 180 bn its domestic debt at S 161 bn; 
the supet-iuli and the liansnational cor¬ 
porations. like mega parasites, illicitly 
siphoned ahro.id (c.ipiial flight) atound 
S 180 bn. a number that does not compnse 
the bleeding ol corporate iiansfer pricing; 
the crumbling ol scieniitic and techno¬ 
logical inlr.i.siiucture; the sedulous intro¬ 
duction ol unpaid wage slavery savaging 
millions of woikeis. an IMF inspired 
policy, diiective engineered to slash in- 
haltonary piessuies; wage aircars, 11 per 
cent ot GDP in lanuaiy 1997, rocketed to 
27 per cent by end September 1998; farm 
output bedevilled by the worst harvest 
since 1945 with I(hh 1 imports accounting 
for 7.5 pei cent ol aggregate consumption; 
the loiible survives as the vestige of a nco- 
colonial currency, as ‘a store ol value’, a 
piimc altiibule ol national sovereignty, it 
is redundant since the imperial greenback, 
or ’dollarisation’, extends its primacy into 
the mo.st trivial economic transactions; the 
upshot of 'the flight Irom ca.sh’ and 
demoneli.sation has engendered on a scale 
comparable to the Russian Civil War 
(1918-21) the pn)Iifcialion of barter trade; 
male life expectancy has tumbled to 58, 


the level ol the .Sahel; as against 74 for 
(’uba and 72 for China. An appalling 
mvenlory that by no means exhausts the 
enormity of Yeltsin’s crimes, perpetrated 
with such impunity. Crimes executed in 
the name ot ‘human rights’, the ‘open 
society’ and 'the lulc of law’. 

lake his liberal market protagonist, 
Augusto Pinochet, the ccobomic rationale 
ol Yeltsin’s putsch was al.so galvanised 
under the alibi of liberalisation, privati¬ 
sation. untrammelled market freedom and. 
.if course, ‘democracy’. The political 
swindlers and soon to be ennehed embe/.- 
/lers of this promised comucopia of the 
’magic of the marketplace’ - an imbecile 
a*cipc of Reaganite pnivenance - were 
dubbed ‘reformers’. The public relations 
impresarios of the counter revolution 
branded the nation an ‘emei ging economy’, 
but to wither it was emerging was never 
specified. Today, ‘the emerging econo¬ 
mics’ as a species have now been sub¬ 
merged in the whirlpools of finance 
capital’s most staggering financial slide 
since the Great I^epression. 

The notitin of ‘emergence’ (or ‘econo¬ 
mies in transition’ to use another bromide) 
deployed in conjunction with yet another 
vcibal gimmick, the ‘democratic market 
process’, was the brainchild ot the ideo¬ 
logical engineers ol the corporate media, 
as well as .such grovelling quislings as 
Vaclav Havel, Wale.sa and other converts 
to the gospel ol economic liberalism. As 
part ol the propaganda offensive it was not 
fortuitous that the IIS emba.ssy freely 
distributed, in a spanking new translation, 
thousands of copies of Hayck’s The Road 
to Serfdom. 

Tliese propagandists of a touted eco¬ 
nomic literalism were mainly recruited 
from the ranks of Capital (Kirienko and 
(’huhais) and the ex-Soviet nomenclature 
(Chernomyrdin), blessed with the impri¬ 
matur of the US political caste oligarchy, 
the World Bank, the IMF and the most 
scabrous of big time international finan¬ 
cial swindlers. In short, the Washington 
consensus. Seven years on, the scale of 
the unfinished economic carnage is pal¬ 
pable. Yeltsin’s party is not over: but his 
leforms and reformers are being dumped 
into the sewers. It is instructive to examine 
briefly the trajectory of these policie.s. 


The following table portrays a ruthless 
image of four major sectors spanning two 
decades. A cold and hungry winter stalks 
Rus.sia: the coldest in 35 years according 
to a RAF meteorological forecast: there 
arc no .sanguine indicators that the fate of 
its stricken ma.s.ses will ameliorate in 1999. 
Nor can this be expected in the brutish 
.social, political and economic heritage 
bequeathed by Yeltsin's gangsters^ Can 
Evgeny Maximovitch Primakov and his 
management reverse, over the short run, 
the smashing of Russia? By what means? 
Within what time frame? Will the domes¬ 
tic oligarchy and transnational bourgeoi¬ 
sie, spearheaded politically by the US 
caste oligarchy, accept the reversal of the 
criminali.satiun of Yeltsin’s order, particu¬ 
larly if democratically resurgent strategies 
run counter to the interests of international 
capital? 

Privatisation and deregulation became 
the operational mantra: the exclusive road 
to salvation. Liquidation of the Union 
entailed the disintegration of its compo¬ 
nent parts. Swiftly, large .segments of oil- 
rich Ka/akstan and Tajikistan passed 
massively, but not entirely under the con¬ 
trol of the international petroleum behe¬ 
moths. The offensive is unrelenting. What 
transpired was the barbarous imple¬ 
mentation of the Morgenthau Plan-^ for 
Germany (1944) but which was subse¬ 
quently squashed under the exigencies of 
the cold war. Aggravating Russia’s afflic¬ 
tion were the adverse terms of trade, the 
collap.se of international commodity prices, 
notably petroleum and natural gas: in one 
year the pnee of a barrel of oil dived from 
$ 20 to $ 13. 

The new rules of the game of the foreign 
capital can their political allies in the 
‘international community’ - yet one more 
verbal gimmick galvanised by the public 
relations apparatus of Big Capital to mask 
their encroachments - stipulated that 
Ru.ssia mu.st become a producer of raw 
materials, an appendage to the goals and 
market aggrandisement of transnational 
capital. Tottering on the brink of disaster, 
Russia was expected to accept uninhibited 
foreign ownership inroads into its oil and 
natural gas industries. TTic diktat of the 
American ‘Open Door', the 19th century 

Tabu: Russia GI>P - SerronAL Breakdown. 

1980-98 


Agri¬ 

culture 

Industry 

Manu¬ 

facturing 

Services 

1980-90 2..T 

4..T 

46 

3.9 

1990-96 -8 2 

-110 

-12 1 

-8 4 

|997-98* -2.0 

06 

0.5 

-0.9 


Note: • Author's estimates. 

Source: UNCTAD asutWortdBankDevelopmedi 
Indicators. 
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variant of the Multilateral Investment 
Agreement was imposed on the native 
Quisling caste that in turn became one of 
(heir articles ot taith and a source ot their 
enrichment 

Foreign ownership of the nation’s vital 
resources in this corporate vision of glo¬ 
bal conquest would reveal to the masters 
of global capital that Russia had finally 
come to accept unconditionally the logic 
transnational power parading under the 
innocuously sounding sobriquet of 
globalisation 

Yet anothei morsel of conceptual ver¬ 
biage coined to mxsk the reality of world 
domination by the 2(X) paiamount trans¬ 
national coiiKiiations or what I have 
termed the global gulag ^ Indubitably, the 
nostrum ot globalisation like others of its 
baed wasagrandioseielishthatdissimu 
lated the ravages ot capital accumulation 
and the dynamics of the distiihution ot 
power on the world market hot to ques 
tion the boundless totalitanan power of 
globalisation the luggernaut ol trans 
national capital was tantamount to call 
into question the loundations oi private 
property itself and ot dcmociacy md a 
vast aiiav ot other platitudes 
I iquidation ot the assets ol the national 
palrimonv at iisihic prices was partnered 
by the unaccountable penetration ot tor 
iign capital Ihis included not only the 
big banks uid insurance companies but 
pension iniuual and hedge funds that flung 
the door wide open to cvciy form of 
iinhindciid speculation 

MMsIV Ol I HI Dll If II 

Yeltsin s Russia oilers us the piinie 
example ol a loitniry bogged down in 
chronicdihlanddclicittinancing although 
by no means unique intcinationally its 
present iickciv financial structure rtcog 
nised by phenomenal lax evasion capital 
flight and the paucity of financial controls 
must be piojected against the backdrop ol 
uncontiollable global indebtedness at 
present central state government corpo 
rate and household debt stands at well 
over S trillion Us growth is 4 S times 
as high as world trade and world GDP 
Germany tor example one ot the world s 
iichcst economies allocates a quarter of 
Its revenues accoiding to Chancellor 
Schroder to service the national debt 
World debt is not a bubble watting to 
burst It IS a volcano that can explode at 
any moment 

The vciy strategy ot fixing a certain 
percentage piimaiy surplus in its federal 
budget -1 c, the sum ot aggregate public 
income, less expenditure, before payment 
ol debt service - was politically alien to 
Its modin opetmdt Budgetary resources 
like everything else, was the object ol 
plunder, barefaced and unabashed 


Igor Afanassiev, a finance controller, a 
graduate of an Ivy League School of 
Business Adnunistrauon grasped the nettle 
firmly “Understand well that our problem 
IS not essentially the absence or presence 
ol highly skilled chartered accountants 
and other financial regulators We have 
quite a few of those and their technical 
standards are not bad at all Our problem 
IS not one ot numbers Integrity and mural 
rectitude is not the cure of the problem 
More important experience has taught us 
(hat the system is racked from top to bottom 
by every kind ol pillage and theft with 
every conceivable kind ol cover up 
Political and administrative procedures 
lundamcntal to budgetary and financial 
control arc absent For obvious reasons ’ 
Yeltsin's Russia is in the same bag as the 
niulti milliondollarplundercrsufNigeiia s 
national asscLs andthoscot Mobutu sZaiie 

Moscow s chief auditor Benfamin 
Sukalov makes the same point when ho 
told the BBC that the Russian linancc 
ministry hadrcccivcdas muchas$ 168 mn 
to fund an export programme lor MtCi 2‘t 
iircraft to India An audit by the C hamher 
ol Accounts discovered that not a cent ol 
the loan reached the Moscow Aviation 
PrcKluction Combine No less staggering 
was misappropriation ol (he funds slated 
lor C'hechnya s reconstruction out ol 
% t hnalliKaied less than S I SO mn reached 
f hechnya 

As to whal happened to the icst no one 
knows or il they do they do not talk 
^ccountlng records do not show who 
allocated these funds and the cniena lor 
allocation Presumably, the matter is under 
investigation 1 or many Russians battling 
lo survive it docs not really matter anymore 
I he aircst ol Yun Yurkov boss of the 
Slate Statistics Committee (Cioskomslat) 
on charges of cmbe/zlemenl were pro 
forma Yurkov in the largon ot the con 
Hollers of the finance minister however 
IS a very small chicken These are ru 
dimentary manifestations ol plunder f ar 
more murderous have been the colossal 
capital outflows engineered by foreign 
c orporatc capital within Russia and other 
ex-Sovicl This is the classic operation ot 
ilic international financial gulag 

TIIF Ot ICiARCIIS 

No doubt skulduggery unlimited is the 
logo ot Yeltsin s misrule, hut attention 
must be nveied to a small gang of rack- 
ctccnng capitalists who collectively have 
had the gall to label (hcinselveit The oli¬ 
garchs by others The invulncrables 
Seldom in the history of contemporary 
capitalism have such a tiny number ot 
rapacioustly concentrated linancial para¬ 
sites wedded lo political power iiscn so 
glaringly, with the possible exceptions of 
tiie Chaebols 
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To compare them to the VandertMlts, the 
Hamnuin’s, the Camegies, the Morgans 
and the Rockefellers - the legendary 
Robber Barons - at the turn of (he last 
century is fallacious Exploiters and anti- 
union busters they were, hut at least they 
conlnbutcd ui the build-up ot the produc¬ 
tive infrastructure ot US capitalism in its 
golden age, I86S 1914 ^ In contrast, the 
oligarchs arc a purely parasitical excres¬ 
cence They arc well connected to all the 
western embassies in Moscow 
Gennady Zyuganov, addi cssing a group 
ot Russian capitalists encapsulated (he 
hatred ol millions when he declared “Ytiur 
predecessors in (he iirst 15 years ot this 
ccntuiy were unable to share power and 
property In the west they understotxi the 
need lo share 200 years ago Those who 
did not share had (heir crowns and their 
heads removed Now you au exactly in 
the same way ^ As to notion lhal ihc 
bourgeoisie shared power 2(X) years ago 
this was nothing more lhan a diplomatic 
flourish mcaiii to make a biller pill some¬ 
what palatable lo a monewd audicnee 
Among (lie niosi piomiiuiit ol Ihcir 
numbers are Bons Hcie/iwskv who 
hankiolled YeliMii tiul (iKuhs st.LUied 
(oinily with the \inciKan lietoialmant 
pulatoisliisvKioiv lilts loniiolliilmost 
ot the banking insuiinu iml litiiiuial 
servicesectois the ni iiiuomiuiisot illicit 
capital flights \kaii the cuipiion ot ihc 
ciisis (August I 'I ihes wire ideally po 
sitioned to grab some ot Russia s pree lous 
hard cuneney reseives 
They aie all located in Moscow the 
seat ol their power Boiis Bere/ovsky 
duhhed bv his critics and cionics Boris 
Oligarkovich is the most ostentatious ol 
this colcric He has always been a ciony 
of Yeltsin and his daughter Tatiana 
Dviehenko whose wealth he InictifuHl 
Politically he W.IS inadi seeietaiy of the 
Commonwc.ilth ol Indtpendinl States 
which opened vast ness hoii/ons to his 
empire Ills economic icach extends into 
every mxik ind cranny ol the Russian 
economy all sectois ot the media, real 
estate petroleum and n itural gas hanking 
and linancial services insiiiancc automo¬ 
bile inanufactuting tixidimporting whole¬ 
saling and retailing construction, etc 
I stimatcs on the si/e ol his foreign 
invesiment holdings in wesHm Europe 
and the US run into billions Others ot 
the species include Vladimir Potanin 
(OncxtmbnkGroup) Mikael Khodokovsky 
(Rusprom Yukos) Vladimir Gusinski 
(financiei and congloineralor) Vagit 
Alekperov (Lukoil) Rem Vyakhirev 
(Gasprom) Vladiniii Bogdanov 
(Surgutnettga/), Alexander Siiiolmvlvj 
(SBS Agro) His bank becaiiK* oseimght 
the biggest cominerci.d insiitulion with 
2,2(X) branches in 81 icgioiis 57 m 
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deposilors and 1.500 corporate clients^ 
fhc oligarchy is a barefaced kleptocacy 
whose venalily would have been recog 
nised by Sir Robert Walpole (1676-1745) 
and I^iis XVI (1752-1795) In Yeltsin 
and bis political entourage they discov¬ 
ered the long cherished practices oi avid 
ity and greed ot the Indian Congress Parly 
bchoing Martin LulherKing Smolensky 
declared i have a dream Ills to become 
Russia s biggest private super banker 
the Russian equivalent ot (lie Bank ol 
America’ He was one ol Ihc seven top 
tveixins who joined their lortunes to ensure 
Yeltsin scriKikcd electoial triumph fhev 
had been l.itlened by what one ol ihcir 
cnticscalled Ihc years of obscene pnilit 
It was leli lo a linancially battered 
Smolensky to wiitc the oligarchs maud 
hn ohitiiaiy Ilu vaunted invulnetables 
had become mctamoi phosed overnight into 
the piicntlv vuinci ible 

No wools woik he whined not the 
Cential Bank guaianiccs not the govern 
ment not lIu state People just do not 
believe f oniing Inmi a bni lime racket 
eer this was not nieiely a casual utterance 
but a conicssion ol tin snu lly insoivcncv 
ol Yeltsin s oulcr Ihe march ot tens ol 
millions ot Ml tuns ot a ciiu I sixial order 
on fXiobci 7 amply conliimed that new 
soc lal toices weie taking shape that w ould 
ultimatelv wipe out Ihe oligaahs and then 
lellow letoinicis 

lliis means lhal Iheir impeiial lids arc 
destnic I ible What was one e denal lonal ised 
can hi* denaitonaliscd I his lime without 
compensation Ihev no longei have a 
master {lolttico m Veltsin and shunned 
by an American big money media that 
once ex dted them is ihe battlers ol tree 
dom ^ An opposition as one writer com 
mented thalcmct cimgcduiulerYeltsin s 
glare has cea cd lo do so 
Ostensibly the oligarchs and then visible 
bilhondollar issetsaielegalenlities those 
oi the Russian M itia aie not (here can 
however he no clear clillcrcntiation be 
tween the Russi in bouigeoisie and their 
leading sc gment the Olig.iic hs 1 he malia 
and Ihe fouign and domestic bouigeoisie 
intcisect at all points ot the economic 
compass As a I ondon broker puts it 
'Without Russian capital the ottshore 
havens would be a much poorer place 
Asset snipping that is grabbing Ihcir 
tinancial assets while passing on their 
habilitii s to the taxpayer was redolent ol 
what I con i llelinslcv New York’s city 
biggest slum buoiicss succinctly noted 
at the lime (19K7) ot In i c rimmal indict 
inenl lortax evasion (Inly ihe little people 
pay taxes’ Ilu corporate name lor this 
isasset stripping Indeed almost the entire 
hnancial system embiacing the transac 
lion ol tradable assets bonds, equities and 
currencies were under Ilu: jackbcxii of Ihe 


oligarchy, and the international finance 
capitalists implanted m Moscow 

The service sectors were ideal breeding 
grounds tor financial swindles In the 
insurance sector most of the 2.000 odd 
insurers were involved in tax evasion and 
illicit capital export rather than the pedes- 
Itian business of insurance claims and 
premiums Short term insurance policies 
paid by an employer was one mechanism 
lor evading income and payroll taxes, yet 
another was making payments to fraudu 
liMit reinsurers m order lo funnel money 
offshore The sheer of operational scale 
IS unfeasible without the active complicity 
ol the loreign hedge and mutual fund 
operatois 

IMPAC roi DiVAII AIION 

Well beloie the crash on Black Monday 
August 17 1998 the signs ol debts and 
del icits weie nsing at alarming rates Black 
Monday signalised more than the collapse 
ot the loiible/dollar and Ihe government s 
loss of creditworthiness Yeltsin had 
di baiu hed the currency with the aid ol the 
speculators and the IMI policy ol high 
mieiest rates that drained the countiy 
liquidity (Jp to the eve of Black Monday 
Yeltsin s huslleis were hollering for big 
ect and bigger IMb handouts lo slave oil 
Ihe approaching debacle, and the devas 
laliiig reverberations ot devaluation 

The lornier Central Bank governor 
Sergei Dubinin had spent allot Ihe $ I 5 bn 
ot the addiiional support loan in ahopeless 
el Ion to b(K)st the rouble In the days 
preceding Black Monday. August 17 the 
economy was haemorrhaging up to one 
billion dollars daily George Soros who 
had found m Russia one ot his greatest 
11 Dorados confessed having lost $2 bn 
hv speculating in Russian <.ommercial 
(taper ^ Wc must shed a tear lor philan 
Ihropist Soros whose spcculat'vc losses 
were more than ollsct by his estimated 
earns ol more than $20 bn since Yeltsin s 
putsch 

On the eve ot Black Monday Yeltsin 
was solemnly pontilicatiiig There will 
be no rouble dcvalualion My conviction 
IS not simply based on mv own fantasy 
Ol my wish that we should not have a 
devaluation My conviction is based on 
the fact that everything has been calcu- 
I ited ’ To be suic, he did not specify - 
how could he ’ - what had been calculated, 
what these calculations meant and bv 
whom they were made He would not alter 
Ills vacation plans fora return lo Moscow 
as It would be misinterpreted "It I return, 
people wou Id sny there is panic that means 
that thing, are collapsing But to the 
contrary everything gexjs on as it should ’’ 

Me was an enleeblcd schizophrenic liv¬ 
ing in a space ol unreality He ended his 
peroration by declaiming The situation 


is fiilly onder cotitror. HisKiemUn side¬ 
kick, Seigei Ktnenko, then prime nunis- 
ter, who wouki be unceremoniously booted 
out a few days later, was mouthing the 
same inanities as his master’s voice He 
proclaimed ‘absolute victory when the 
IMF approved the first part of a rescue 
package “What is hiqipening m the finan¬ 
cial markets belongs to the realm of psycho¬ 
logy There are no financial grounds for 
a deterioration ol the situation “Such were 
the depths of blindness and stupidity to 
which a decadent leadership had fallen 

Du At I T 

World financial markets were*stunned 
when the Kremlin defaulted on its $ 40 bn 
Treasuiy bill market (GOK) trailed by a 
bank panic and a paralysis of the banking 
system '' The government had run down 
Its gold and hard currency reserves to 
defend the rouble At the start of 1997 they 
suxxl at $ 20 bn at present they arc around 
$ 8 bn and still dwindling Wage arrears 
around 10 per cent ot GDP at the start ot 
1997 topped 27 percent by September 1998 

Well could The hnanc ml runes run the 
front page caption on,the morning alter 
the crash and the ensuing bank panic 
‘ Moscovitcs taith incapitalisni iscrushed’ 
Not only Moscoviles however As the 
spoliated depositors cried out in unison, 
"We ve been robbed Give us back our 
money Here isthcdesperalerri</r tueur 
ol Inna Gtigoryevna, a pediatrician from 
the city of Kostroma who had not received 
her salary loi months and who was rum 
maging through a pile of used clothes 
distributed in a local Red Cross bureau 
“You can’t imagine how humiliating all 
this IS I am not an alcoholic I am not a 
drug addict 1 am not a tramp I worked 
lor 20 years as a medical doctor But I 
can t feed myself ’’ Ga/ing into her mea¬ 
gre Red Cross food paicci she weeps. “I 
really don t know what we are going lo 
cat this winter I am afraid that wc are 
going to staivc Should we wonder 
under these conditions that the Russian 
birth late has fallen below zero' And that 
Its population is falling by 6,00,(K)0 yearly' 
Ihis IS unadulterated genocide 
In the devaluation’s wake foreign inves¬ 
tors bolted Within the liberal reformist 
schema it was no longer possible - now 
or at any time in the coming years - to 
return to the cry of ’markc* normality 
Adam Eistcin, finance manager ot the 
Moscow office ol Bankers Trust summed 
up bitterly the loss ol faith ol the inter¬ 
national capitalists *‘II this restructuring 
takes place, most foreigners will consider 
it to be a default In that case they would 
probably rather eat nuclear waster than 
buy Russian commercial paper for the 
foreseeable future ’’ With a pinch of 
nostalgia taxi dnver. Yurt Litvinov, cap- 
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tore4 the wrath of the httie jieopte that 
!iwept Moscow m the agonising hours and 
days tollowing the financial panic 
*'Wc would never have been reduced to 
such adisastfous stale if the Sosiet Union 
had survived We’ve got two things a sick 
monkey president and monkey money 
Fhe only money we have is the dollar We 
arc colonised The people who rule us arc 
stinking collaborators of foreign powers ” 
1 he march ol October 7 that pulled into 
the streets lens of millions ot Yeltsin’s 
victims ol pillage was one more giippiiig 
reminder that an ignoble page in the his¬ 
tory ol Russian capitalism had not yet 
turned 

Ri sii lo nil Exirs 

In the wake ol August 17 moratorium 
and devaluation the newly appointed 
prime minister Evgeny Primakov said 
We shall pav hac k all our debts A one 
liiiei slated to calm tlie loreigii investors 
the pension and mulual funds and other 
major instiiutioiial investois Well 
intentioned as it is the language ot dipio 
maty will not do Ihe trick Investors have 
lied Russia In the current global i ccession 
and the iiiiiveisal distrust against iiiiregu 
laled capital Hows loicicn invcstois will 
noi be leiuining 

The Amciican banker and industiiaiisi, 
Hiomas Wainw right got to the hean ol 
the inattei Assuming that loicign inves 
tors return whcie will they pul then 
money ’ For what markets will they be 
producing * The international maikct is in 
the dumps foreign competitors will beat 
back Russian manutaclurcs by every 
conceivable piotcctioiiisi measure Steel 
and aluminium arc meiely tvvo leading 
commodilics lacing dumping chaiges 
No doubt some kinds of patchwork 
compnvimses will be hammered out lo 
sixvthc the loieign investors, but the bulk 
ot the debt wi II not he icpaid Phis applies 
not only to Russia but lo most ot the third 
woild and the si/c ot debt payments 
growing at compound inleicst latcs has 
been made worse by Ihe magnitude ol 
devaluations riie arithmetic ol reimburse 
ment would have meant Ihe outlay ol lens 
ol billions ol dollais sums that Russia 
does not have or is likely to have Ihe 
erroneous belief that Russia can heat the 
crisis by exporting moic is risible as 
Wainwiight pinpoints since that is yet 
anothei beggar iny-neighbour road that is 
blocked oil 

PRIVtAXOV S C now I S 

His central goal muslhctoiaiscthe level 
ot cttcctivc demand income and employ¬ 
ment on the donH'stic Ironi This can only 
be achieved by ovei whelming mobilisation 
of indigenous .u.c umulotion, supplemented 
by foreign loans at I av ourabic interest rates 


Possibly Chinese. Foreign direct invest* 
menf (FOl) in the short run - even on the 
dubious assumption that it would be loith- 
coming - demonstrates that its economic 
and political costs are prohibitive In 
addition, the expressed antipathy to the 
timorous Primakov blueprint is symptom¬ 
atic ol the limitations that coniront him 
The accusations ol the masters ol finance 
capital justified as they were against 
Ihe ruling jHilitico-econoinic caste by the 
operators ot international linancc capital 
captures one aspect ol the truth Russian 
elites’ vituperated Andrew ipkendan^ ot 
the Cicdit Suisse First Boston (The tor- 
eign investment and securities arm ol Credit 
Suisse], “have plundered the country’s 
capital and tunnelled most ol Ihe proceeds 
ibroad” The key operative word here is 
plundcmd What this vitupei ati vc outburst 
deliberately ignores, however is that such 
a (ataclysmic eruption could never have 
iKinspin^ and on the scale that It did with¬ 
out the complicity ot Ihe entire criminal 
cabal ot all tinancial scctois accentuated 
by unregulated capital Hows 
Aic wc lo believe that Ihe f SI B (one of 
the 21 major transnational hanks opei aline 
III Moscow) was not in the eameol loicign 
c \c hangc dealines ’ I he sums How abroad 
hc'causc the inicinational banks were 
making giant bonanzas out ol the deals 
as the labulous pnilits ol their Russian 
balance sheets revealed betw cen 1991 and 
1997 I he value ol the Russian share index 
doubled in 1996 And it doubled again m 
1997 The prolits wcie not ploughed hack 
into Russian industry, they were exported 
abroad What this aspect ot licit and illicit 
capital flows once again deinonsliatcs is 
the extent ol the cnminalisatioii ot the 
machinery ol global finance capital 
One understands the recriminations of 
the inicmational speculators against their 
once close Russian asscKiatcs Ihc Ins 
loncat precedent ol a no lees venal regime 
that was C/arisl Russia oilers a sinking 
parallel lo the cuncnl icpudiation of ihc 
Russian default On the other side ot 1914 
there was not a single French petit bout 
gc'ois that had not invested in Russian 
bonds What Lysis” calls the ‘Russian 
xwiiidic isasioiyihathasnoiaged Except 
ili.it It was not a ‘Russian swindle but an 
international swindle 'Wc have thrown 
III a prodigious capital, an immense lor 
nine representing the sweat and accumu 
l.itcd privations ol an entire Eicncli 
generation on the unwai ranted assump 
non (and wc have reached such a poin( 
now) that il the Russian autcKracy is swept 
away by a rcvengclul revolution, it would 
be (lillicult to have any illusions that our 
billions ol francs will slip down the rat 
holes ■’ At Ihe giddy heights ol the belle 
epoque such prophetic warnings were 
lepugnant to the French ruling class 


Tilt RDkaiAv Oosscfc 

By 1914. France had invested bciwoen 
11 1 and 16 2 bn francs m 4 per cent and 
5 per cent Russian state bonds It was. 
known although not to the French inves¬ 
tor. that the Russian government was 
spending more than hall its budget on 
armaments it was on the brink ol bank¬ 
ruptcy ever since the 1890s When the 
October Resolution struck, these loans 
were repudiated Not a solitary sou of 
these huge sums were ever recovered. 
According to Harry Dexter While’s 
(1892 1948) masterly monograph,’^ 
Fnincc lent 21 bn francs diinng the Great 
War (1914-18) and this exclusive of war 
loans a sum equal lo two-thiids ot her net 
foreign invesimems This entailed losses 
totalling SIX times the sum ol Ihe 1870 
German indemnity I hose f inancial losses 
were in addition to the costs ot financing 
the imperialist mass.u.ic ol 1914 18 
Lysis’s loiecasts made in 1910 were 
deadly accurate *Wc have thrown in a 
piodigious capital an immense lortune 
icpresenting the sweat and accumulated 
piivaiiotis ot an cntiie Freiicli generation 
on the unwarranted assumption (and wo 
have reached such a point now i that il the 
Russian autocracy is swept away hy a 
revengeful levolution ii would be dilfl- 
cull to have any illusions that our billions 
ot francs will be cxliemely impeiilled 

lilt TvskAiiiaI) 

Delaull devaluation and Ihe morato¬ 
rium and the siKial adjustment jvolicics 
that must follow will ncithei be forgotten 
nor lorgivcn by the prolitcers ol the finan¬ 
cial gulag as the Bolschevik precedent so 
richly illustrated What course Fvgeny 
Primakov follows oi is allowed to follow, 
bv the internal and external obstructionists 
ol his enieigent social hltiepiinl is already 
dear '’’Ihcvaieapprchcnsivc Wiihcause 
Primakov s room lor manoeuvre is lim¬ 
ited Unlike China which has a consoli¬ 
dated |X)lilical siiuclurc and the woild's 
laigcst Imancial resetves (ti 240 bn), tliat 
ol Russia lell Ironi S 21 bn at the start of 
1998 to a piddling S 8 bn at present 
Primakov spolicicsareiiiitoldingwithin 
the last phases ol the current business 
cycle characterised hv universal over¬ 
production over invcsiineni unbridled 
speculation ihal has plunged tlie world 
economy into a deflationary abyss not 
scon since iIk' I9RK f oijiorale conli- 
dence has at its lowest cbh glimpsed in 
(hen central hankeis desjiciaie lutch to 
slash tnteicsl rales 7 he once ihundenng 
hallelujahs ol the euphoric piopagandisls ’ 
ot lhc/«/v paradise liavc lost faith , 

in tlieir witchcialt ) 

‘The American model |i e the US t 
corporate gulag) is undei aiiack every* 
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where' lugubriously notes Business 
Week the echo ol American corporate 
capital, ‘asU k' Itcc-markct system ismiled 
back I scrvwhere (he iree market (\n ) 
IS incrcasiiiglv perceived as the enemy ot 
growth Incrcasinglv nations arc opting 
out ” lobe sure (heMiiltilatcrallnvest 
nicni Aerei mi‘nt the ideological embodi 
incut ol corporate gulagism is as dead as 
the dodo To what extent can Ptimakov 
be able to capitalise on these niter impe 
nalist antagonisms now leaiing apail the 
woild maikct ’ 

Iheopc'ncrisisinJapan south east Asia 
I^tin America and the deceic rated giowih 
in the PutoiHan Ciiion has compounded 
theditlicullicsol thePimiakov legimc as 
It did loi the Soviet Union altei the 
Clash rile sharpc'iiid imperialist contra 
dictionsbetwccnilieUS the 1 U tndlapin 
are undoubtedlv (actors suscepiibk to 
mtluencc Primakov stiaiectoryboihiiega 
lively and positivelv I he emergent majoi 
let! ol ccntiepoliticalconliguraiioninlhc 
FU aie sceptical ol the Maastiicht licatv 
provision tooled m iiionelarv and liscal 
dogmas 

Primakov wliosc working me (hods wcie 
honed bv decades ot intelligence gather 
ingaiidanaivsisis i pi tide ntsti ate gist who 
IS slowly •Mthciim’ ill the disparate pails 
of (he imsaw pii/zle Ihii he intends to 
lonnulale iiiloaeoheicntpaltcin Whelhei 
the niarih ol lime will give him this 
privilege ol waiting ind weighing his 
sltaia>’ems mdstiatcgics we do not know 
But time IS a eommodilv in shoit siipplv 
in Riissi.i iselscwheic But ol one thing 
we can be issuod Kiissi i like ( hinaand 
Cuba vu'oioiislv debating (he toughest ol 
questions giowlh and stiisival in (he 
IrameweMkol aelechning woildecom mv 
A paiainoiint theiiu is whether there can 
be such a realisation as the middle wav 
socheiishedby lonv Blair andthc iigouis 
ol Soviet eomptchensive planning 

{ o\t 11 i)is( RiIt 1 ( MOSS 

Within iciisis stricken economic env I 
ronnicnt ind i lapidly evolving domestic 
politic lie 011)111 lure Piimakov has moved 
im|K'iceplibl\ lasiei than Inset dies allege 
His niclliod is incrementalist one calcu 
late d ste p at a time groping to consolidate 
his irolitical base as he tumbles loiwaid 
One cannot separate his siiategic methodo 
log) anti his quest loi a v lable long term 
ccononne sit ilegv Hispiimaiy ob|ective 
IS econoinii growth wiihoui inducing 
inflationaiv picssuies Ills grander aspi 
ration is Knssiis decolonisation and 
n'eonquest ol its national soveicigntv 

Moa'ovet di suable economic policy 
ineasua's will be aborted unless paiineic'd 
bv a Stic n<’ihcniiig of Ihc public sector 
leintKKluciion ol central planning Such 
an oiieniiiion lorcibiy entails (hi 


renationaiisation of major financial and 
industrial sectors. pnvati!>cd by Yeltsin's 
clique at the bequest of the state depart¬ 
ment and then wholly owned subsidiaries 
tin World Bank and the IMF' Astheworld 
economic ciisis deepens a clash of inter¬ 
ests seems unavoidable 

In addition Pnmakov’s strategic team 
IS surely not iinawan- (hat central plan 
inng albeit in a modified institutional 
loi in IS not enough without the rigorous 
imposition ol exchange controls and (he 
MKialisalion ot the foreign tiade sector 
111 luin these measuies arc the basic 
pit conditions foi icve'tsing the negative 
"lowth latcs lo be cllativc they must 
he crowned by a ladical levainpmg of 
inonetarv ind cicdit policies and selective 
piiee controls 

Wedded lo this must he the goal ol 
e ndmg (he rouble s colonial status that is 
(lie arduous process ol de dollaiisatioii of 
Ihc Russian etonomy Piimakov and his 
allii s aic aware that this is not merelv an 
economic aeenda but no less so a revo 
liilionaiy political stialcgy A point stressed 
bv ( hmese analysts Publicly he stales 
that his goal is to eieaic a New Deal on 
the model of I lankhn D Roosevelt 

He li.itl in mind no doubt FDA s re 
soundin in|unctionbornofthecrue I social 
mequaliiie s ol the Cneat Dcpiession I he 
te si ol our progress is not whether we add 
more lo the abundanee ol those who have 
nuieh itiswhethei we pi ovule enough foi 
those who have little But 1 ‘H7 was the 
year when the sinouldeiing ashes ol the 
Dcpiession flared up once again engen 
deied by the iiieprcssihle conliadictions 
ol the business cycle 

Despite the libeial myths surrounding 
the New Deal capitalism s crisis was only 
solved by (he appioach lo wai i e the 
nmaniciits race and war itsell It is a 
lesson that Primakov and his Iriends in 
their quest lor appiopiiale development 
models should beat m mind as Russia 
hovers on Ihc brink ol the abvss It is once 
mole at this ciitical )unclure of Russia's 
hisioiy lo recall the ludgtnent ol Marx 
( apilal IS dead laboui which vampiic 
like lives only by sucking living labour 

111(1 lives the mine Ihc more labour it 
0 ) 

MKks 

In slioi I F*t imakov and his consorts must 
come to gups with (he reality that theie 
can be no such thing as a re born 
democialised capitalism' Phis is so 
because transnational capitalism 
epitomised by the world s 2(X) largest mega 
conglomeiates oi impcnalism by its more 
pieeise designation is an irrepressible 
lotalitanan monstrosity Its stnvings arc 
w boll v incompatible with democracy 'F his 
IS so because capitalism s overriding 
chai.ie (eristic at all times was is. and 
alway s will remain an assemblage ot class 


power dedicated to retain capital's 
unchallenged hegemony 
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An Open Letter to the IMF 

Raiyit Sau 


The Horld needs inteinational fhms of capital But the present 
arrangements are stiucturallv flawed And the IMF’s contemplated 
'new ihapier’ to the Bretton Woods agreements offers more of the 
same 


£)ear IMF 

YOUR Annual Report 1998* is a pre 
Lious document It opens aptly as follows 
The Asian financial ensis that broke out 
in July 1997 in Thailand and its subse 
quent global reverberations, dominated 
the IMF’s work in 1997-98, absorbing an 
unprecedented amount of time of the 
I xecutiveBoaid management andstatf” 
rurthennon ‘Ihe crisis whose global 
consequences continued after the end of 
the financial year [May April] also 
prompted a record level of IMF lending 
in 1997 98 adding immediacy to the need 
to strengthen the financial resources ol the 
institutioii to enable it to continue playing 
a lull) effective role in the globaHscd 
world economy You are correct to 
observe that this crisis which saw ex¬ 
change rates and equity prices plunge 
dramatically was one of the worst in the 
postwar period’ 

I was eager to re id your anaivsis of the 
origin and evolution ol the east Asian 
financial crisis the stabilisation pro 
grammes you designed their results and 
the lessons you might have drawn from 
this episode foi the aahitecture ol the 
international monetary system The 
annual report came up to my expectations 
but could not meet my curiosity m full 
No annual report ever can Allow me to 
ask a lew questions 

Yourstabilisation programmes, as usual 
began bv cutting aggregate demand m the 
economy In the initial phase they forced 
the east Asian countries into a fiscal 
squeeze by raising taxes withdrawing 
subsidies and lowering public expcndi 
ture Thailand Indonesia and Korea were 
thus to achieve a public sector budget 
surplus equivalent to I or 2 per cent of 
GDP (sec table) However, as the situation 
fast deteriorated partly due to fiscal con 
traction within a few months they were 
called upon to change course and follow 


* Amuaf KfpnitI twit Internaiiotial Monetary 
PUnd Washington IX* pp x -sSSfl 


an expansionary policy with substantial 
budget deficits Public spending was now 
to be stepped up to refurbish the social 
safety net One might say it was a case 
of first shcHiting oneself m the foot and 
then putting a bandage on the wound 
\ our austerity progiammes were counter 
productive specially in the background ol 
vanishing exports, they aggravated the 
tfemand deficiency in the first place Your 
subsequent policy icversal was too little 
loo late and ad hoc Do you agree' What 
It ssons if any have you drawn from this 
L xpenment of demand management ^ 

rvidcntly the mam thrust of your stabi 
lisation programmes is to lure back exter 
naifunds Fothatcndyouadvisedcvalua 
tion of currency and a tight monetary 
policy leading to high interest rates Your 
lirsi managing director wntes “Farlv m 
eaih programme interest rates had to be 
riiscd tostabilisecurrencics ' Ihailand 
Indonesia and Korea were obliged to 
comply One might say this is a case ol 
lushing in the wrong direction First of all 
cast Asia was not embroiled in mere 
balance ot-payments difficulties, even if 
It were placating foreign mvestois at any 
cost was nut the best place to start from 
^our strategy in effect sacnfices sol¬ 
vency of the economy at the altar of trail 
sient liquidity to be lent by global money 
c hasers 

The document pays due attention to 
iiitcmational financial maikcts At the 
annual meetings m Hong Kong in bep 


tember 1997, the Interim Committee 
24-membcr advisory committee of the 
Board of Governors) issued a 'Statement 
on the Liberalisation of Capital M'lve*' 
ments under an Amendment ol the IMFs 
Articles of Agreement’ Since then the 
Fxccutive Board had worked hard on it 
You summed up your latest position thua: 
“It was time to add a new chapter to the 
Bretton WtKxIs agreement by making the 
liberalisation of capital movements one of 
the IMF s purposes and extending, at| 
needed the IMF's jurisdiction for this 
purpose’ * Apart from the basic questimi 
about the ment of the so-called ‘new 
chapter one wonders if you are in the 
nght fonnat to bearthis additional charge 
You seem to he precKcupicd ton much 
with the architecture hut uki little with 
the strength of the foundation of the 
international financial order I et me cite 
an event that the annual rc port understand¬ 
ably dcK's not report but it casts a shadow 
on your credibility 

At the momentous Hong Kong Septem¬ 
ber 1997 meetings ol the IMF and the 
World Bank Japan proposed a revolving 
$ ItlObillionAsianMonctaivf und(AMF) 
to stabilise east Asian currencies against 
speculative attacks then underway Japan, 
China laiwaii Hong Kong and Singapore 
were to contribute most ol the capital 
fund and the weaker east Asians the rest 
All the designated countries quic kly signed 
on Since the cast Asian currencies were 
not yet in free fail it is likely (no one can 
say for sure) that the AMF it put in place, 
could have deteiied the cunency runs, 
allowing the countries time to reform 
their banking systems at moderate cost m 
output and employment and to icallcKate 
production towaid export and import 
substitutes ' 

The United Stales opposed ’Mr Ruhin 
jUS trcMsuiy sicretary] called up Mr r 
C.imdcssus (managing director and chair- « 
man ol the Fxccutive Boaid, IMFJ at ^ 
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(In paranthcsiv date of the fetter of Inicnt oi of thi Appreval by the Lxccuiivl Boatd IMP) 


C otintrv 

Phase 1 

Phase It 

Phase III 

fhailand 

Surplus s 1 pur ccM of 
GDP (August 20 1997) 

Surplus .= 1 per sent of 

GDP (Noveinher 2S 1997) 

Deficit £ 1 per cent of 
GDP (February 24 1998) 

liuloncsia 

Surplus = 1 per cent of IXficit = 1 per cent ol 

GDP (November S 1997) GDP (January IS I99H) 

IXficil - 1 percent ol 
GDIMJuni 24 1998) 

Korea 

Surplus* = 2 per cent of 
GDP(Decembs,r4 1997) 

Oeticit = 1 per cent ot 

GDP (February 7 I99«) 

fXIicit ’per cent of 
(iDP(Mjv 2 1998) 


Nnu • Fiscal savings 

Sourie IMF Annual Rtpart I9VH pp 26 Sf 
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ticakt.isi one inoiniii'j^ jiiii told hint that 
he JapaiiLM. pittposal would undciitit iIk 
nind s authonts Mt Camtlcssus backs'd 
own at Mr Rubin \ msisionif and walked 
wa\ Ifom niomv that Asia could have 
sed '* I hi leaiL olhci faictstothisstoiv 
Ine noti ihat the proposed AMF ex 
luded till. I S but the US did not want 
>jri vi up inlluence in the an a I awiente 
'unimeis US dcpui> treasuiv sectetaiv 
Iter declared in Manila in this lontext 
US economic leadership is crucial to 
void a descent into the kind of rcgiona 
sin and piolci lionisin that we saw in the 
eritxls between the first and second woi Id 
/ars ' Iwo It was perceived that the 
.Mr would probably oiler aid under 
luch moil lelaxed conditions than the 
Ml* does *’ and thus loosen voiii iron grip 
verclients But won i that be bellei loi 
our mcmbeis’ [fad you taken an inde 
::ndent lirm and principled stand in 
ong Kong to welcome the AMf it is 
anccivahlc that east Asia might have 
.en spaicd much of the havoc that the 
jiieiicv meltdown later wreaked upon it 
We ail ai a tuiiimg point in economics 
id politics Ihi Unitid Nations has a 
ecuiitv rouiicil but as vet no hconomic 
ouncil Do you think a UN Economic 
ouiicil il sit up with appropriate inter 
ationni iipiisiiuation ^ would lacilitate 
■ hieving voui true mission’ The Rco 
miic C ouiii il i luld stand in relation to 
.HI lit till elobal sc all in the image of a 
aveinmnit US a \i \a taiily independent 
tntral bank in a givm country providing 
mad map but cirtamly noi driving sou 
1 (he giound 

At present arc not your economics 
ctarian if not wrong and politics 
gcinonic it not worse ’ I et me clarify 
HI will agne that baiance-of-paynients 


deficits rcifect a shortage of liquidity in 
terms of foreign exchange You assign lop 
pi lonty to inviting back foicign funds into 
the country with highci interest rates But 
you unwittingly or otherwise, gloss over 
the potential tha*at to the solvency of 
business enierpnscs in the country And 
that IS a very dangeioui weakness (oi 
stiength if you look at it the other way) 
of voui stabilisation programmes In vour 
icgimen the liquidity .ind solvency of. say, 
a manufaitilling company would vary 
iiiMisi'ly And vour celebrated financial 
piogrammmg model will not have a clue 
ol It .It all 

I he liquidity of a business corporation 
IS mven bv its total cash flow which is a 
sum of thue components operating in 
V esting and linam mg cash flows The (irst 
component opeiaiing cash flow consists 
mosilv ol the company s earnings Ihc 
second one investing cash flow is mc<i- 
stirul by the change m fixed asset it is 
positive lithe company sells lorcxampic 
one of Its lactones I inally the Imancing 
I ish How comes from additional bormw 
m» and sale ol new shares net ol divi¬ 
dends interest payments and amortisation 
Now should you raise interest lates 
loriign money may flow in and buy the 
lompany s debt oi equity sccuiilics. 
iherebv improving its liquidity But what 
happens to its solvency’ 

I he solvency of a company in turn is 
measured by its net worth wliii h is simply 
the dillcrencc between assets and liabili¬ 
ties As you cut aggregate demand in (he 
cHonomv sales decline anil asset value 
plunges Meanwhile the burden oi liahiii 
tics uses with interest rates In a word 
solvcniy ol the company woisens 

1 Ins sioiy IS captuad in the figure The 
upwaid sloping line LT shows a possible 
positive alationship between inteiest rate 
and liquidity ** while the downward slop 
mg line S( indicates a negative iviation 
ship between interest rate and solvency 
I he two curves need not intersect In the 
name of stabilising currencies you raise 
interest rate from A to B, as a result, the 
company s liquidity may go up fora while, 
but Its solvency would go down, leading 
possibly ii> bankruptcy In my view this 
IS a siylisi il mixlel of what happened in 
I ist Asia Ihcrc is already talk of a 
I onspii ac V to beat down Asian asset values 
III Older to provide bargains and control 
lor western investors” ** 1 do not believe 
you delihi i itetv hatched a conspiracy to 
engineer wcsti m takeover of Asian com¬ 
panies But suiely you can’t deny a share 
of responsibmtv for exacerbating a man¬ 
ageable bush lire into an out-of-control 


wild inferno in share and currency mar¬ 
kets “Will Asia turn against the west”’’'® 
This query is poorly worded, but it is true 
that recovery in east Asia will take some 
time 

To return to the (heme of capital ac¬ 
counts liberalisation, let us recognise that 
the mattci involves a very complex Icaiure 
of contemporary world capitalism, namely, 
the preponderance of financial markets 
over industrial activities where the real 
giKxis and services arc produced and most 
workers arc employed Demography plays 
a vital lole In Europe Japan and,North 
America population is graying The 
multitude of retired and rctinng persons 
hold their savings in financial assets and 
they are determined to protect these sav¬ 
ings from inllation Their desire foi a 
stable dollar euro, pound and yen in 
icspective home countries is politically 
moie important today than the pressure lor 
fob creation tor the young, which domi¬ 
nated policy tor most of the postwar cia 
These funds are roaming the globe m 
seaich ol highci retuins 

Bycontra.st Asia outside Japan is lacing 
a different situation its population is 
glowing relatively last and a high traction 
of the population is m the labour toicc 
It can possibly gam from capital imports ' - 
But the foicign money Ihat is seeking 
mvestmeni in Asia tends to be restless - 
m a hurry to make a 'fast buck rather than 
genuine profits’ from long term invest 
ment in production And capital markets 
arc operating to well serve this hot money 
Strangely, different pans ol capital mar 
kets aic working at apparent cross pur 
poses in the sense that curiency trade can 
in clicct. erase international flows of real 
resourtes Elsewhere I have called it 
capital cannibalism' and explained the 
ongoing process ' 'Transactions in capital 
markets arc a precai lous cascade of hedges 
and speculations, one imprudent move at 
one point can bring the entire lormation 
tumbling down 

The world needs international flows of 
capital, no doubt But the piescnt arrange¬ 
ments are structurally flawed Your con¬ 
templated ‘new chapter’ to the Bretton 
Woixls agreement offers more of the same 
You have kicked up a storm Read this 
‘And despite the evidence of the inherent 
risks of f ICC capital flows, (he Wall Strcct- 
[U,S1 Treasury complex is currently pro¬ 
ceeding on the self-serving assumption 
that the ideal world is indeed one of free 
capital flows, with the IMF and its bailouts 
at the apex in a role that guarantees its 
survival and enhances its statu.s But the 
weight of evidence and the force of logic 



point in tt»e opposite direction, towards 
restraints on capital flows. It i.s time to 
shift tlic burden of proof from those who 
oppose to those who favour liberated 
capital.”'^ To cap it ail. The New York 
Times (October 2.1998) also suspects you 
have become a ’pawn* in the hands of the 
OS Treasury Department. At this rate, it 
.seems to me, you will .sixm cca.se to be 
worthy of your first name; figuratively 
speaking, you will loo.se llrsi five of its 
13 letters. 

There was a time when they used to .say 
what is g»K>d for Oencral Motors is gixKl 
for America. Wc do not hear that any 
more. A new mantra has taken over: What 
is gootl for Wall Street is ginnl for the 
world. In course of history, probably, this 
one too will meet the same fate. But. do 
wc have to learn it the hard way ’ How 
many Victnams and Indoncsias will it 
take? 

I,cl not your managing director be a 
General Wastemorcland Please. 

Yours ever. 

Ranjit .Sau 
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Good Central Banking 

I’rjit R Patel 

Central Bankmi; in Developing Countries by Anand Chandavarkar, Macmillan 
Piess UK 1*)% and Si Maitm s Picns Inc US 1996, pp xiv + 289 


THIS monogiaph is an cxcelLni example 
ol scluilatly work embedded in (huiough 
reseatch coniplcincnied by iht authoi s 
experience as i central bankn and an 
intctnalional cisil scivint It genuinely 
deals with devt loping economies bv 
continuously linking analyses and pre 
scnptioiis lo ictual dc vc lopments in van 
ous countries Olien it is casici to deal 
with concepts and then in the last couple 
of paragriphs of the chapter rcter to 
country tX[Hiicnccs The author coni 
mendahly does not take this casv loutc 
I think the lulhoi s successful endeavoui 
aielfct tic e IV Ol ganise the sub|cet of ei iilr il 
caiiking ccitli ixecplional elanly will bi 
mduiingly impoitant for central bankers 
irescnl and lulure ind students of monev 
and banking The eovcinoi desienate of 
;hc Reserve Bank of South \lrica who 
s serving a om year ippreniiecshipiindei 
be pnsent incumbent befou he lakes 
ivci should kc ep tins hook at his bedside ' 
rhe bcKik s widci II g ley is ihi singularly 
irillianl niaiiiiei in which the author has 
vovcii io»ellKraiialylie economies insti 
utional ind bun iiicralie theoiy public 
.hoiec and pohiiial economy to picsciil 
1 compiehetisive ind colic lent treatment 
sf a subH cl that is inhi lenily complicated 
I he list ol obji Clives foi eenti il b inking 
hat iscniiiiei tied in tin first chaptcresta 
ilishi s ihc the me around which the icsi ol 
he book IS dig iniscd Ihesc include the 
.xinjuiKtuial objectives ot pnu siabilisaiion 
ndexchangc tale management long term 
ibiectivcs ol establishing payments sys 
::msandlin iiicialmlrasttuciure andsc'ct 
>ralob|( ctivi sincludtiigprudenlialsupet 
'ision ind deposit msuiance Ihis list 
houldbc oteonsideiabic hcipiothosc who 
.'ant lo gel a h indie on the org<inising pnnet 
Its that underpin contemporary central 
anking I he monograph is sucecsstui in 
lling the gap in Ihc literature between the 
istitutional and theoretical developments 
ertainingtocentr ilhanksinihc ck veloped 
;.ononm s ind tin challenges of achiev 
tgcITcctiveeenli il banking in emerging or 
eveloping economics the author pro 
ides an uptodaio framework lor analysing 
lost ot Ihc* important issues vi/ mon 
ary policy c'xchangc arrangements 
igulation and supervision devciopmen 
I role central bank losses organisational 
'form informal finance and the holy grail 
eential bank independence 


Withoutbeing ‘dogmatic ,prcscnptions 
are offered on how to attain the pnncipal 
objeetivcs that central banks in develop¬ 
ing counliics should aspire to A major 
part of the adv icc that is on offer relates 
to abandoning the ad hocry that has 
cliaracteriscd central banking in numer 
oils countries The authoi is convinced, 
and IS convincing, that a central bank 
should have maintenance of pi ice stability 
as Us ce ntr il objecti ve any other objecti ve 
I hat would V itiate this should be eschewed 
If thcie IS one key don t for developing 
ceomunics asptting lo establish clfective 
central banking it is this central banks 
IS lutonomivus buieaux have lo divest 
then liscalisation It is made quite clear 
that the cential hank should he assigned 
integrated control over monetary and 
exchange lalc policies, and capital move 
niciits Ihis recommendation recognises 
that monetary policy and exchange rate 
developments are two sides ot the same 
com especially when policy makers are 
also pursuing an external ob|ectivc (i e 
manipulation of the exchange rate) Ai 
though the author docs not spell it out this 
would include mteraha foreign exchange 
leseivc targets and real exchange rate 
dcpieeiation tor export growth targets 
1 he hiHik I think undciemphasiscs that 
III a world ol dirty or managed floats 
monetary policy is often severely circuni 
senhed lor domestic stabilisation purposes 
Chandavarkar also dwells on the impor 
t int issue ol conflicts and trade-oils 
emanating tmm the simultaneous pursuit 
ol more than one macro economic objec 
live 1 o mitigate the negative fallout from 
tills a well thought out division of labour 
between the central bank and the treasury 
IS a \tne qua turn The author argues that 
bioadly speaking targeting' nominal 
V anahles (pncc and exchange rate) should 
he left to the central bank while ‘real 
variables (say employment) should be 
the purview ol the government In this 
re gard I found the chapter on the devel 
opmental role particularly good It is clear 
that the author is not in favour ot diluting 
the pm e stability goal - a single objective 
ot this nature ensures that the public does 
not have expectations that Ihc central bank 
can maximise employment without risking 
inllation Apart from creating distortions, 
such policies often have serious quasi- 
liscal iinphcations forthecentrai bank Dis¬ 


tinction IS drawn between the ‘divestible 
developmental role' (including financial 
participation, guarantees and disbursement 
of credit subsidies to agnculture and in¬ 
dustry) and the ‘legitimate' role to correct 
for market failures and gaps in terms ot 
facilitating evolution of tlw financial struc¬ 
ture in terms ot instruments, markets and 
institutions Examples of this include the 
Reserve Bank of India's role in establishing 
the Discount and Finance House of India 
tor c reating a secondary market in tiseasury 
bills and commercial bills and the mea¬ 
sures in the 19S()s that the Bank ot Canada 
took to create a short term money market 
On supcTvision. the author cautions against 
unnecessary diiigismc (the penis ol 
regulatory overkill) which olten leads to a 
tai lure to take account of the real and finan¬ 
cial costs of regulation and its compliance 
including indiiect repercussions such as 
lessening competition and hindering 
financial management There arc central 
banks that collect vi much information that 
there are diseconomies rn jiroccssing this 
information Gresham’s I aw for informa¬ 
tion may be at play in over regulated 
markets useless information swamps 
away useful information Given the com¬ 
monality of the objcclivcsand institutional 
requirements ot hanking supervision 
incliiJing insulation from political pres 
surcs, case of data collection and co 
ordination and the economics of staff and 
resources, the author is broadly in favour 
of the supervision function in the central 
bank (or an agency with scmi-indepen 
dent status) rather than at the finance 
ministry The most credible institutional 
argument against placing bank supervi¬ 
sion in the central bank is that this function 
can take tcHi much time away from its m.un 
task, namely, design and implementation 
of monetary policy However, the infor¬ 
mation synergies between knowledge of 
the financial system and for instance, the 
central bank’s function as a lender ol la.st 
resort are considerable Nevertheless, the 
book cautions against merger of existing 
autonomous agencies with the central bank 
as long as there is effective co-ordination 
between the central bank and the agency 
It IS noteworthy that although the 
monograph was published pnor to the east 
Asian crisis, a cautionary note is struck 
with regard lo bmh full capital account 
convertibility and complete fmanciai sec¬ 
tor liberalisation In the case ot the former, 
the absence of instruments to help cope 
with volatile inflows and outflows is argukl 
to be a binding constraint However, an 
iniportanl consideration in this debate, 
which IS left relatively untouched, is that 
capital account convertibility can be an 




impoittot to(4 for depoliiiclsiiig policies 
that can be termed good housekeeping’, 
VIZ, fiscal rectitude, moderate inflation, 
and an open trading system. In other words, 
international market discipline imposes a 
‘hard budget constraint’. While full capital 
accountconvertibility isnoteschewed. the 
pros and cons are weighed in the requisite 
detail, aiKl the modality and sequencing 
are emphasised. Tlie author concludes that 
full liberalisation of the capital account 
does not appear to he the nrst-be.st policy 
until the macio-cconomic climate is rela¬ 
tively stable and an effective regulatoiy 
and prudential framework is in place. It 
IS emphasised that reform and liberali¬ 
sation arc "nut a oncc-ovcr exercise but 
a continuing essay". This is sage advice 
in a fast innovating global financial en¬ 
vironment 

llic author's eye lor detail is illu.strated 
in the chapter dealing with organisational 
reform I suspect that what the author has 
to say in this chapter may come as a sur¬ 
prise to icntial bankers in many develop¬ 
ing economies Tlie mam message is that 
a central hank should be viewed primaiily 
as an inlot malion system sial fed by know¬ 
ledge workers whose mam charactcnslic 
IS leadership rather than supervision 
Bndging the gap bi'l ween the analytic and 


opertfional sides of the cen^ bank is 
crucial for optimising the use of informa¬ 
tion and the sub.sequent policy implemen¬ 
tation. Hie Reserve Bank of New Zealand’s 
(RBNZ) path-breaking approach has ac¬ 
tually put this to work. It ha.s redesigned 
its .systems by applying business concepts 
nither than using other central banks as 
rule mtxlels. Since the main cost in terms 
ol staff lime pertains to personnel, RBNZ 
calculated charge-out rates to price and 
optimally allocate resources. The RBNZ 
has abolished tenured litelime careers and 
dcploys.stnct meritocracy {from within and 
ouLsidc)inappoinUng personnel. It IS acknow¬ 
ledged that these changes took place in 
a “small homogeneous, well-governed 
democratic welfare state, based on a broad 
s(x:io-political consensus, in support ol 
the price stability objective”. Neverthe¬ 
less, a central bank that tails to move with 
the times needs to keep in mind that the 
costs of incflicicncy include an incapacity 
lo discharge luncltons in a Iasi developing 
global financial system, which would only 
serve to undermine its credibility vm-u-vh 
the populace and the cxcciitivc/legislaturc 
In other words, i f I he central hank docs not 
deliver because ol the lack ol the requisite 
professional capacity, then its many de- 
li.ic'iors will hi' leadv to point a finger 


Centnl bdalu in etiKiging ctxmofflies thtt 
often complain about lack of indepenr 
dence may want to take note of this! 

The issue of central bank independence 
wairanbi a whole chapter. The author’s 
viewson the subject arceminently sensible. 
Gi ven the very ambiguity of defining inde¬ 
pendence and the “relative degrees now 
possessed by the central banks", the formu¬ 
lation (or design) of the vehicle to achieve 
this objective is not cicar-cut either. More¬ 
over, although legislative and constitu¬ 
tional amendments can contribute towards 
independence, the evidence that this per se 
contnbuics lo ‘gtxxi’ central hanking in terms 
ol price stability is far Iroin overwhelm¬ 
ing My reading ol the relevant chapter 
suggests that there is no ‘magic bullet’ that 
bestows independence on a central bank; 
It IS determined more by ihe polity' solyec- 
tivc function than formal legislative or 
cHMistitulional bases This is not surprising 
since, as (he author puts it in his concluding 
chapter, “teniral banking, more than any 
other branch ol economics, is a uniquely 
complex amalgam ol ideas, traditions, 
insiilution.s. techniques and operations 
which docs not yield a corpus of settled 
unambiguous conclusions” Chandavarkar 
has ettectively managed to cut through (he 
Gntdtan knot called central hanking. 
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Global Economy in the Asian Age 

ANDRE GUNDER FRANK 

Frank shows how Marx and Weber got it all 
wrong. A fundamental rethinking of the rise of 
the west and the origin of the world system. 
M)solutely essential to understanding world 
history. 

Albert Bergesen, University of Arizona 
Andre Gunder Frank asks us to REORIENT | 
our views away from Eurocentrism - to see I 
the Rise of the West as a mere blip in what | 
was, and is again becoming, an Asia* | 

centered world. In a bold challenge to | 

received historiography and social theory, 

Andre Gunder Frank turns on its head the 
world according to Marx, Weber, and other 
theorists, including Polanyi, Rostow, Braudel, 
andWailerstein. 
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The interconnection between British 
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Dr Studdert-Kennedy provides in this study a 
pioneering investigation into the Christian 
component of British imperialism, its complex 
roots in British domestic politics, and its 
pervasive significance for the evolution of the 
Raj. An engrossing interdisciplinary empirical 
analysis which utilises hitherto neglect^ 
evidence particularly from British domestic 
politics and from the area of missionary 
higher education, this book will interest 
students of history, religion, and political 
science, as weH as the generally interested 
reader. 
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Jayaprakash Narayan: A Story of 
Failed Idealism 

Anirudh Oeshpande 

J P: His Biography Allan and WcnJv Sl irfc devised edition). Orient Longman, 


NcwDtIhi IWS pp 271 (21 riiapters 
I hardhas k) 

AS a high school non tonloiniisl I was 
part ola>oung generation which canvassed 
tor the Janata Paits in l'>77 Iniheafki 
math ot the «.nii.igincv to mtnv ot us 
Javaprak.ish Naiavaii tailed I ok N.tvak 
JP* appt aild a s>mbol ol democracy and 
this lechiu' LSisied di spile his hinilations 
whichwi It otlciihiahlighiidhyhiscMlics 
1 Ol insiincc thi nasilitcs with gicai 
.ittiaction among ihe voulh could nevn 
lorgei the well (uihheise'd role essayed b\ 
this sdi\iHla\a ideolouiie thiiini! ihe 
naxalhaii iipiismg ol the kite l‘»60s Bill 
given (he ehoiei hilwei ii dcmoeiaey anil 
despotism in l‘)''7 mans ol them openly 
suppoited the lanata ,ilteinaiive iii ihi 
spiingol l‘)77 Ihesubstqueni vitloivol 
the ian.it I Puts was the siiciissliil 
culmination ol a wdispicid attempt to 
icstoic ilemoei ie\ iiiddeli althenelaiioas 
designs ot Indira (I indhi Santas (landhi 
and then sveoph.ini eoteiie iiowcicr the 
Janata govi i nment was a motle s eiowd ol 
old (landhtans ivC'ongrcss soeialisis 
lie sellers liom the Indiia eamp and even 
the iiiihiisl I ina Sangh I'llimalely it 
proved I shod lived disappointment 
whieh ID the bargain besmirched the 
image ot eo iliiions loi sometime locome 
<iiid paved the w ly lot Indiia Ciandhi s 
brict and disisiious political iccovery 
JP did not hvt to se'c his httt non 
letuinedto \i w Pt Ihibiit old lonely and 
til in ly'^V he must havi nnccicd upon 
Ihccollapseol the Janata edilieeot which 
he was till piiiicipat aichitcct In |y7y 
with IPs diaili an cia ot (landhian 
socialism seemingly lametoancnd Ihis 
remaikahle hnxjiaphy vviitten by an 
Aiistiah in writing couple isanabsotbmg 
account ot that era Ihe authors have 
mtelhginllv le sealed in epoch by means 
ol dcsciibiiig thi hie and adventures ot 
a prolesaonal politieiin whose lailh m 
dialectic il niateri ihsin vvastirst tempered 
by the moial aiilhority ot Mah.ylmaGandhi 
and latei neiiti iliseel by ihe hopeless 
mission ol sarsoilaya But to give JP the 
benefit ol the doubt it must he sitd that 
despite his astonishing transition to the 
disgusting dogma ol the patriarchal 'cold 
ii&h Vtnoba Bhase Ins commitnient to 
populai dcmociacy liberty and peace 
lemained largely intact till the end of his 
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htc Phis will console his numerous 
adtniters who believe that he is more 
leley^int today than cvei 
Hits biHik was tit st published with some 
uiideisi.indablc dilliculty in 1*175 and the 
IIvised edition contains a new chaptci 
naiiating ihc events in JP's hie during 
l‘J75 79 Phe Australian authors close 
till lids ol JP were actively involved in 
ihe I dueation programme run at the ashram 
set up in Sokhodcora t Bihar) by JP in 1954 
wiih a grant given by JRD Pata The un 
h.ippy story ol this sarvodaya expeiimcnt 
which toundcred on the rocks ol ideo¬ 
logical naivoie and haste human weak 
lie SSI s underestimated by JP and the 
petsonal diawbacks of the leader hiinscit. 
IS lold m an interesting chaptci ut (he 
book I he Scartes met JP lorthe first time 
m 195S .1 id were completely taken in by 
hischaiismaticpersonality Ihctiicndship 
blossomed into mulual sarvodayaactivism 
.mil culminated in the book being reviewed 
here Although the introduction makes all 
this atmndanlly cleat and nowhete in the 
hook docs the writers delcrcnce loi the 
sub|cct waver, their icspecl toi JP can 
hardly be termed uncritical Hence, they 
have succcsstullv maiiaued to over 
ionic Ihe 'temptation to wiilc a book ot 
personal memoirs about him instead of a 
biography 

In I95S the authors entered a movement 
Ml underdeveloped India .is ethusiaslic 
youths trom the iiisi world But. unlike 
most instances the movement did not 
become a shibboleth lor these idcalois 
.ind their ohscrv.ition > created a wisdom 
which IS found evenly spiead f>vcr the 
volume hor instance, writing of the 
paternalism inherent in the 'bhoodan' 
movement the Scarfes, in a mood ot sclt- 
cnticism admit m the introduction that 
such sane timony was 'a lundamcntal brake 
on the freedom of the workers in the 
Saivodaya movement’' Elscwhcie the 
11 iiicismof saivodaya IS more incisive and 
detailed Tlie hollowness of Bhave’s 
pi ojcct IS highlighted across several pages 
Sarvodaya we aic mlormed, was pre- 
clic ated upon the hope that the 'conflict 
ol interests inherent m dialectical maiena- 
hsm would disappear in a society built 
horn a consensus ot good opinion'* This 


did not happen became VinoiMi'& gtiide- 
iines ’Tematned siogan,s rather than 
analytical methods by which a change in 
society might be achieved” 

The authors’ prolonged participation in 
sarvodaya also gave them the time and 
opportunity to develop a sound cnticism 
of JP’s character, ideological proclivities 
and method It is their well-founded 
contention that the con version to sarvodaya 
''temporarily blinded' JP to crucial social 
realities It also led to the imposition ol 
a destructive 'bigotry’' upon his ashram 
And, significantly, it produced adamaging 
contradiction in JP’s lihertarran per¬ 
sonality At Sokhodeora wc arc told 
Vmoba was rarely criticised and that too 
not openly Moreover, JP' never subjeted 
anv oiganisalion with which he was 
involved to the searching public cnticism 
he levelled against other concerns IIis 
total hcliet in the philosophy ot the 
.Sarsudaya movement enabled him to 
whitewash anvdiscrcpancies in its actions ’ 
JP tiavclled a loi and lived in the ashram 
intermittently I his kept him at a distance 
trom the conupiion and discontent which 
inevitably crept upon his dream project 
and ultimately he tailed to inspire success 
in Sokhodcoraeilherby lorccotpersonality 
or the creation ot lasting institutions This 
stinging failure ot 'small is beautilui in 
a small IcKality ot Bihar poses a peculiar 
problem in the case ot JP who was a 
vehement critic ot Nehru and his attempts 
to transform India with the help ot a 
moiihund bureaucracy In the context ot 
Ihe Sokhodcora tailureand JP's indillcrent 
record as a political organiser what can 
he made ot his disagreements with Nehru 
and his multifaceted criticism ot the 
Nehruvian project mentioned on many 
pages ot the book'’ In the event albeit the 
.Scailcs say it implicitly, it appears clear 
that whereas Nehru's Fabianism (ailed 
within the trappingsot aneo-colonial state, 
the frustration ot JP's ha/y humanistic 
ambition lay outside these strut cures which 
he consciously, and lor good rea.son. 
spurned But on the whole the socialist 
experiment could neither challenge the 
political hegemony ol the Nehruvian 
Congress nor equal the communist 
achievements in Kerala and later in West 
Bengal 

The hook’s chaptensation scheme is 
based on fourdislinct chronological phases 
of JP’s II fc The fii St was the student phase 
(1922-29) in which JP was educated in the 
US and simultaneously converted (o 
revolutionary Marxism and the philosophy 
of dialectical materialism In the inter¬ 
national milieu of those revolutionary years 
this was not unusual and JP, an inspired 



Irtdiih, Was dot vdry (fijnecimt ftom many 
of his contemporaries who took similar 
routes to anti-imperialism and post¬ 
independence politics. The second phase 
comprised a combination of nationalist 
activity, socialist aspirations and the 
hallowed, though futile. Quit India 
adventure which JP rarely re-examined 
(1929-48). This involved the founding of 
the Congress Socialist Party (CSP) in 1934 
and its bnef co-operation with the CPI 
which left JP suspicious ol the Moscow 
dominated Indian communists for the rest 
of his life In 1948 the final break with 
the Congress came with the CSP becoming 
an independent Socialist Party which 
reposed trust neither in the state-dnven 
Nehruvian socialism nor revolutionary 
Marxism-Leninism. The third phase 
(1951-70) compn.scd JP’s immersion in 
sarvodaya under the stem leadeiship of an 
allcctcd guru 

JP's ideological transformation into a 
di.sciple of Vinoba appears strange because 
after being released from pnson m 1946 
his criticism ot Indian independence and 
the political aims and culture of the 
Congress kept growing. When the Socialist 
Party was formed in 1948, JP appeared 
more committed to socialism than ever. 
But .soon alter the “crushing disappoint¬ 
ment” suffered by the socialists during the 
general elections ot 1951 -52, they merged, 
for causes not clearly stated by the authoi s, 
with Kripalam’s reactionary Kisan 
Ma/door FVaja Party to loim the ill-fated 
Praja Socialist Party This alienated the 
‘Bombay Socialists' who nonetheless went 
along with the Praja SiK'ialists tor a biiel 
period Then, in 1953, on the prime 
minister's plea forco-operalion, JP moved 
closer to Nehru tor a while and this 
precipitated the rupture with the fire¬ 
brand Lohia. The suciali,st political ex¬ 
periment, for practical purposes, ended in 
1955 with the expulsion of Lohia from the 
party. 

According to the authors, JP's throwing 
“himself info Vinoba Bhave’s camp” was 
a reaction to the “vindictive, opportunist 
atmo.sphere of party politics”. But this is 
only a partial explanation of the in¬ 
consistency which underpinned JP's 
political behaviour after he openly 
renounceddialectical materialism in 1948. 
For a man even on the rebound Bhoodan 
was hardly a substitute for Marxism. By 
the mid-1950s the chasm between JP and 
Nehru could only be completely bridged 
at the cost of the former’s self-esteem and 
ideological independence. In short, the 
consequences of the socialist defeot in 
195 t-S2 putpaid to JP’s political ambitions 
till hidira Gandhi inadvertently gave him 


an opp(»rtunity 20 yem later. And for 
ideology “Vinoba's bigotry sat on his 
shoulde^ for many years” to come. 

In the fourth phase (1971-79X JP virtually 
came out of political retirement to become 
the Lok Nay ide JP of Bihar and North India 
and, from 1974 onwards, led a popular 
movement against Nehru’s tyrannical 
daughter. The story of this student-led 
struggle, foremployment, a decent .standard 
of living and democracy is loo well-known 
to be repeated here. But it is crisply narrated 
in the last chapter of the brwk. In the early 
1970s, JP, having lost his celibate 
Gandhian wife Prabhavati in 1973, was 
old and ill but believed that the socio¬ 
economic situation in India was “as npe 
lor revolution as it had been in 1942”. The 
movement he led against Indira Gandhi’s 
despotism in 1974-75 probably contained 
some revolutionary potential. But un¬ 
doubtedly he was cheated out of great 
moment by the sudden imposition of the 
emergency which broke the momentum of 
the Bihar movement. Later, the Janata 
government, which can be called JP’s 
greatest political achievement, briefly rode 
on his popuiaiity and predictably failed to 


reaMse the vision of'diis “compasskiRijv 
revolutionary”. 

It would be unfair to compare t^ 
constructive work of passion with mors^; 
‘academic’ biographies, like thatof Nehiu 
by S Gopal, written by profes8ional'< 
historians. And very few biographies cab- 
answer all the questions they raise. 
Nonetheless, it is comprehensive because' 
it covers all the important aspects of JP’s 
personal and public life. But future editions 
could do with a few improvements. Firstly, 
a large part of the Introduction appears in 
the present tense because obviously the 
draft of 1975 has been improperly revised. 
Secondly, on many pages the authors have 
quoted extensively from the references to 
i I lustrate certain poi nts. To help the di ligent' 
reader ItKate these gems, these quotations , 
should have earned footnotes. Firuilly a 
word on memory. The Scarfes have 
reconstructed the life of JP largely on the 
basis of personal notes and observations. 
Since corroborated memory is now 
generally considered a legitimate source 
of history explanatory notes at several 
places in ihc volume would have made it 
more enjoyable and contemporaneous. 
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SPECIAL ARTICLES 


Water Resource Plannii^ 

Changing Perspectives 

Ramaswamy R Iyer 

Waut u‘soutii\ planniti}! in Indni has Un^tls meant nngation development through btg dam projects 
0\ei llu stars a possiiful moseinmi has i merged against iuth projects The paper spells out the issues 
tmohed and the opposing sitws I lure is a sharp polarisation of attitudes on this matter The World 
Coinrnisstori on Darns istahhstud hs tin World Bank and the World Conservation Union (lUCN) in order 
to resohi this impasse is t xpci ltd lo submit its report in the year 2000 A crucial question in this context 
svoiild he whether thin an cffeitm alternatises to large dams for meeting the future needs oj water and 
energy Unit ha\i him some sirs suiitssful local initiatises in ssatershed development and social 
transformation whu h stem to tndu ate that significant results tan be achiesed through these means What 


IS needed is a major reoru illation 
reeomiriendations in this regard 

I 

N Incli t iIk kIim oI wait i rcMnirtos 
ilaiinint,’ is itl ilI ttivily iCLcni oiigin In 
ic past inijtiu'ii mil to sonic exltiit 
yiliotlctiiu powLi wen. the main 
oneern' and (his liii<il\ meant the 
ndcitakinc ol several bic proje-ets ol 
/hieh peihaps the most well kntiwn 
xample was Bhakhn Naniral In reet'iii 
ears however there has be'cn mueh 
opposition to laiet dampiojet isoiisevtial 
.rounds iml there is a growin}; adveieae> 

I aehanee mihe approaeh to the planning 
,nd man i«emein ol watt i re sourees 1 he 
.resent p ipei will mvi m aeeount ot the se 
hangine peispi t lives sei loiihthc issues 
ivolvcd and outline an appioaeh It is 
ilendcd to he i bioad iota d lioiron 
ather than i seholarlv paper and it is 
ddressed to all those who are intciesied 
1 issues ol publie polity in government 
at the poluit il and buieaui latie/te'ehno 
Mtie levels) in aeadcmia in the me'dia 
lei in the eeiieial publie 

II 

In pie Biilish India water management 
'as essentiallv a loeal matter and was in 
1C hands ot the eommunity Fins changed 
'ilh the uKeiit ol the Biilish peiiod and 
1 modvinits ( ontiol over water 
;sourees passed troni the hands ol the 
immunity into those ol the state While 
w nershipof natural msourecs w is e laimed 
y the stale manaccmeni passed nto (he 
ands ol engineers and bureaueiats Ihe 
ducliun ol western cngineci mg ushered 
the era ot large dams and tnerc was a 
Mieomitant decline ol traditional torms 
small scale local,community-managed 


in the ajrproai h to ssater lesourie 

systems ot water haivesting and manage 
ment I he lie w projects became symbols 
ol development andcametobercganled 
is (he temples ot modern India' (in 
Nelmi s lamous phrase) ' 

Ihe basic syllogism in the modem 
engmeeiing approach to water resources 
development proceeds 
liom the spatial and temporal variability 
III the availability ot water (the con 
eentralion ol piecipitation in a tew months 
01 even weeks ol the year and the tact 
that the diltcrcnt legions of the country 
varv tiom conditions ot excess raintall to 
arid or drought prone conditions) 
throughaviewof rivcisas surlacewater 
n sources tobc harnessed’and exploited 
tor human use with the instrumentality ot 
science ind tee hnology the understanding 
ot use to mean abstraction (largely lor 
nngation) and a tendency to think ot 
water that (lows to the sea as wasted’ 
to the conclusion that projects need to 
be undcitaken for the large scale storage 
ot liver waters and their transfer over 
space and time 

This IS reinforced by the economic or 
developmental syllogism which proceeds 
liom an equation of development with 
ever higherconsumptton and the cxaitdUon 
ot demand as sacrosanct to the formulation 
ot suppiv-side solutions in the form ol 
huge projects 

(I he very expression water resources 
development has acquired a specialised 
meaning in India it is implicitly taken to 
me in dam and reservoir projects) 

Pherc has been a long standing pre- 
occup.ition in this country with the idea 
ot a transfer ol suiplus waters from the 
noithein and central nvers lo the southern 


policy The paper sets forth some 

parts of the country which are chronic 
ally water short Several decades after 
K L Rao miKitcd a Ganga Cau very link or 
Daslui talked about a Garland Canal’ 
those ideas still continue to beguile the 
general public From the 1 OSOs onwards 
the National Water Development Agency 
has been studying possibilities ol storages, 
links and transfers In the deliberations of 
the National Commission on Integrated 
Water Resources Development Plan (set 
up by the government ol India in 1996 
and expected to submit its report by the 
middle of 1999), an impoitant theme is 
‘inter ba.sin transfers There is also a desire 
to tap (he abundant waters ot Ihe remote 
Brahmaputra nver and take them to the 
areas where they are felt to be needed In 
energy planning, a much-canvassed 
proposition is that there is a huge hydro¬ 
electric potential in the Himalayan nvers 
and that this should be realised through 
a number ot gigantic projects the entire 
locus in Indo-Ncpal talks on water 
resources has been on large projects such 
as ICarnali, Pancheswar and Saptakosi 
However, disenchantment with large 
projects has been growing during the last 
two decades or so The Silent Valley 
Project in Kerala was abandoned The 
Narmada (Sardar Sarovar) Project in 
Gujarat and the Tehri Hydro-Electnc 
Project in the Himalayan region have 
been stalled by strong anti-project 
movements and their future will depend 
on the final outcome of public interest 
petitions pending in the Supreme Court 
A similar anti-project movement seems 
to be gathering strength against the 
Kaiabagh Project in Pakistan In Nepal, 
too, there is some opposition to the big 




projects meotioned earlier, and in one 
i.ai>e, namely, Arun m, the World Bank 
tound Itself obliged to withdraw from the 
project Even in China, there is some 
dissidence, though muted, on the Ihree 
Gorges Profcct Projects proposed long 
ago in the north-east ol India (Dihang 
Subansiri, Tipaimukh) and in Bhutan 
(Manas Sankosh) have made hardly any 
headway bet ause ot opposition on diverse 
grounds No large dam protect in the future 
IS likely to have an easy passage Fhe 
earlier tacit consensus on such projects 
has clearly broken down the statement 
that tliey tue the templesol modern India 
no longer commands universal assent 
Some ot them have become highly con 
iroversial and some lacc fierce opposition 
How did this happen > The answer lies in 
1 convergence ot dissatisfactions with 
such projccls trom di verse points ol view 

(i) ftniuHlul/donomic unconscionable 
delays in the completion ot projects 
repealed changes in scope and modi 
lications in design an insatiable demand 
lot rcsouices imposing severe strains on 
the government budget and crowding out 
other worthwhile investments the 
increasingly unattordabic capital cost per 
hectaie ot whal gws by the name ot major 
irrigation the failure ol many projects lu 
achieve the pnijee ted hcnci its their inabi lit) 
to gcnenitc levcnues tor te investment or 
evcntorpiopei maintenance paitlybecause 
ot the pcMir pricing ot irrigation water 

(ii) fwlHnul economy aspects the 
powcriul influence of vested interests in 
the planning and implementation of 
projects, the widespread prevalence ot 
corruption collusions and nexuses among 
bureaucrats engineers politicians 
consultants contractors, etc, serious 
inequities in the incidence ot costs and 
benelits vi/ costs borne by one set ot 
people and benelits gained by othcis 
bcnci Its accrui ng largely to the big tanners 
excessive water use by the head reach 
farmers leading to limited and uncertain 
availability to the tail-end farms etc 

(n\)en\ironmental/e(ohgtc(d t onctms 
langing from an enumeration ot specific 
adverse ‘impacts’ to lundamcntal criti 
cisms ot the technological hubris and the 
pathological relationship to nature that 
c haraclensc such projects, and a questio 
ningot the underlying notionsof ‘develop 
ment*. 

(iv) concern about the cinplacement of 
people and dusatisfactton setth re 
hahilitation poltctei and piattues 
including, as special cases, cnticisms oi 
the adverse impact ol such projects on 
weak and disadvantaged groups, tribal 
communities, women, etc, and 


(v) the movement for the 'empower- 
ment’ of the people vts-a-vis the state 
the restoration to the community of the 
earlier control over common resources, 
etc 

All these strands are important, but the 
environmental and displacement aspects 
are at the heart of the controversy 

in 

1 he environmental and other ‘impacts’ 
arc projcct-spccific and vary trom case to 
case, but the following is a generalised 
ticcount in compendious form 
(i) The very processes of project 
construction in remote and often pristine 
areas (cutting and blasting movement of 
hrge tiucks and heavy earth-moving 
I quipment, generation of noise and dust 
on a large scale, establishment of constru¬ 
ction colonies, induction of laige numbers 
ol people from outside, etc) involve a 
violent disturbance of nature and a 
iicmcndous upheaval in the lives ol liKai 
inhabitants (often tubal communities) 
( 11 ) rhe creation ol a large reservoir 
(and the construction ol a system ol 
canals) means the submergence ot land 
t igiicultuial or lores! land and 
sometimes rural and urban settlements) 
(he displacement ot people and their 
livestock (he loss oi occupations and 
so on (Land is also taken away lor 
project colonies’), 

(ill) The stilling ot flowing waterbnngs 
about drastic changes in its morphology 
and quality (temperature stratification 
V ariations in nutrient content and di ssol ved 
oxygen at diltereni levels clc)whichhavc 
grave consequences lor aquatic and 
nparian iilc Ihc decay of submerged 
Ol game matter could also lead to emissions 
ol some greenhouse gases, 

(IV) The most serious impact oi the 
damming of a over is on the lish population 
which IS doomed to decline rapidly because 
movement is impeded ind spawning 
hindered 

(v)Thcicseivoirspellsdangei foi wild 
litc through possibilities of drowning 
Ol marixinmg, habitats and routes ol move¬ 
ment arc disrupted, groups and inter 
dependent species could be split and fond 
chains broken, some species could dis 
appear and this in turn could affect othei 
species iCommunication links between 
human settlements could also be disrupted 
by the reservoir), 

(VI) Flora too could be affected 
through the construction processes, sub- 
meigence and other factois Some species 
(endemic and/or rare) cou Id be endangered, 
and herbs and medicinal plants of local 
or wider importance lost 


Taldtig the loss of forests and the impacts 
on flora and fauna together, there could 
be considerable loss of bio diversity 
(vii) rhe reservoir and the canals could 
facilitate the spread of disease vectors and 
could lead to the increased incidence of 
malaria, filana schistosomiasis, etc, 

(VIII ) 1 he creation of a large water-body 
c ould hnng about climatological changes, 

(ix) Projects in seismicatly active areas, 
such as the Himalayan region, are subject 
to the nsk ot earthquakes and their possible 
impact on the dam and the slopes ot the 
reservoir There may also be possibilities 
of re activation ot old and dormant faults 
An important issue on which (here is 
considerable difference ol opinion is that 
of reservoir induced seismicity’ (RIS), 

(x) The damming ot a iivcr aifects the 
whole river regime Flows as well as the 
silt load and nutrient content downstream 
ol the dam would be substantial Iv reduced, 
and this would have an impact on lives, 
occupations and livcIihoiHls downstream 
(lishcncs (he plying of boats agnculture, 
settlements alongside ol the iiver, indu¬ 
stries etc) f stuarme conditions may also 
be adversely al tected (decline m f ish popu¬ 
lation the incursion ol saliniiv from the 
sea etc) The reduction of flows also means 
a deterioration in water quality and an 
increased concentration of polluiants in 
the ri ver downstream ol the dam A further 
consequence ol reduc cd flow s is a decline 
in groundwater tcchargc 

(xi) In some cases structuresof religious, 
histoiical or cultural importance may be 
in danger of submergence or damage. 

(XII )Thcre IS an inherent and unavoidable 
nsk in the damming ot a river Under 
normal circumstances and having regard 
to the design, a dam could conceivably 
modeiatc floods hut in the event ot the 
occurrence ol floods ol an order higher 
than the design I food the dam itself could 
become the souice of great danger,^ 

(xiii) fhe constniction ot canals could 
(unless great care is taken) disrupt the 
natuial drainage leading to drainage 
congestion In the command area, Ihb 
practice of canal irrigation tor some years 
could result in the emergence ol water¬ 
logging conditions and the salinisation of 
land and in some instances valuable 
agricultural land may go out ol use 
(XIV) I,a,stly (though this is not a neces¬ 
sary consequence of dams) the belief in 
the virtues of dam building and extension 
of iingation often leads to the application 
of these ideas in the wrong places (For 
instance, irrigated agriculture may not be 
the best option loi a desert area, and 
the attempts to convert nomads to set¬ 
tled agriculture or failing that to induct 1 



agriculiurisis from other areas, as was 
done in Rajasthan, may not be the wisest 
thing to do.) 

That was a Miminary and simplified 
account ol the kinds o( consequences that 
large-dam projects could have. Not all of 
them occur in all cases, nor are they all 
of equal ini|Mirtance. hut quite a number 
are common to many projects and many 
of them an* indeed matters for concern. 

IV 

The.se implications and ramiticaiionsol 
large-dam projects were not well undei- 
stood in earlier years, but they arc now 
widely recognised. Not even the most 
ardent advocates ot large dams will deny 
their negative aspects. Faced with a 
catalogue ol ills, their response will be 
threefold. 

First, they will readily concede that all 
these ‘impacts' need to be studied lully 
and thoroughly There is a general agree 
ment that pioper ‘enviionmeiital impact 
a.s.sessmcnt’ (FIAi .studies must be made 
111 all cases: that this should be a part ol 
project tonnulation nh initio and not an 
exercise to be undertaken to meet an 
external requirement alter the piojcct has 
been prepaied; and that the IdA study 
.should be an impoitant element in the 
process ol project appraisal FIA is now 
a standard requirement, and both the 
('enlral Water (’ommission and the 
mmistiy ot environment and lorests have 
laid down detailed guidelines on scope, 
coverage and methodology A clearance 
by an nnvironmental Appraisal Committee 
under the mmistiy ot environment and 
foavsts is a pre requisite tor final inve.stmcnt 
approval to all big protects. 

iW'ondly. It will be argued that once a 
full EIA IS available, what is needed is 
merely the reckoning of all the environ¬ 
mental anddi.splacementa.spect.s as‘co.st.s' 
;in addition to the direct financial costs) 
and the balancing ol these co.st.s against 
.he 'benefits' which the project will bring 
'increased agnciiltiiral pnxluction resulting 
rom irrigation. increu.scd industrial activity 
made possible by hydroelectric power, 
heir multiplier ellects. etc) in a thorough- 
'oing cost-benefit analysis. 

Thiidly. it will be pointed out that the 
planning ol a project would include the 
brmulat ion ol dctai led measures to remedy 
•ir mitigate or com|x:nsate for the adverse 
mpacts ot the project (catchment- 
.leatmcnl progiammes lor arresting the 
jetcrioration of catchment areas and 
•estonng degraded parts; compen.satory 
fforestation .schemes for offsetting the 
ass of forests; devices such as fish ladders 
.) facilitate the movement offish; e.scape 


routes, corridors and alternative habitats 
to mitigate the distress of wildlife; the 
development of reservoirfisheries to make 
up for the decline in fish populations in 
the river; preventive and curative public 
health measures to combat the incidence 
ol water-borne diseases; elaborate re¬ 
habilitation ‘packages’ to help project- 
affected people to cope with the pain of 
displacement; measures such as improved 
drainage and the conjunctive use of 
groundwater and surf ace water to counter 
the emergence of water-logging or salini- 
s.ition in the command area; and so on). 

V 

Unfortunately that line of argument 
Ignores .several serious difficulties. 

in the first place, environmental and 
other concerns continue to be regarded as 
disagreeable external impositions; they 
have not become integral parts ol project 
planning from the start, despite many 
guidelines’ and instructions to this effect. 
F.veryone pays lip-service to those con¬ 
cerns. but the prime intere.st is in the 
engineering aspects. The implicit assum¬ 
ption IS that water planning is essentially 
a matter for engineers. (It is significant 
that the Central WaterCommission which 
regards it.self as the apex body for water 
planning in this country is not a multi- 
di.sciplinary body encompassing agri¬ 
culture. environmental .sciences, econo¬ 
mics. sociology, law. etc, but is merely a 
body of engineers.) 

.Secondly. F-IA studies arc notoriously 
undependable When they are undertaken 
I n- house by the project planners, the desire 
to get the project approved may influence 
the EIA and render it suspect. Even when 
a reputed external consultancy firm is 
engaged (as is often the practice), the 
thoroughness and objectivity of the study 
cannot be taken for granted. It needs to 
be recognised that the insidious pressure 
on the consultant to be positive' about 
the piojcct could be veiy strong: to .say 
this is not to imply that there is collusion 
between the project-planner and the 
consultant. The latter has an interest (not 
neces.sarily conscious) in coming to the 
conclusion that the adverse impacts of the 
project can be remedied or mitigated or 
compensated lor; that the project will still 
lemain viable; and that the overall balance 
of costs and benefits will be favourable 
to the project. A consultant who says: 
“The impacts of this project arc too grave 
to be mitigated or offset: the project should 
not he undertaken” is unlikely to secure 
many a.s.signmcnts. It is only adisinterested 
examination by an independent appraisal 
agency, say, the mini.stry of environment 


and forests or an agency appointed by it, 
that could be expected to be tnily neutral 
and objective. Even that agency could 
come under strong pressure from other 
agencies within the government to be 
‘positive’ and supportive of ‘develop¬ 
ment’. 

Thirdly, it is unrealistic to imagine that 
any EIA, however careful, can be made 
truly comprehensive and exhaustive. 
Large-dam projects often constitute 
horrendous interventions in nature, and it 
is impossible to foresee alt the conse¬ 
quences of such enterprises. Despite exten¬ 
sive studies there may be many aspects, 
dimensions and ramifications which have 
not been taken note of. (This is not a 
general a priori statement, but has in fact 
been found to be the case in several in¬ 
stances). 

Fourthly, it is not always possible to 
remedy or mitigate or compensate for the 
ill effects of such projects. For instance, 
what goes by the name of ‘compen.satory 
afforestation’ is a delusion. It is rarely 
feasible to create a new 'replacement 
forest’ in theneighbourh(x>doftheexi.sting 
one which will he submerged, nr in (he 
same ecological /one; quite often the 
compensatory afforestation takes place in 
a distant and very different area. Further, 
while such afforestation may be a 
successful effort and may evolve into a 
new ecological .system i n due course, what 
is lost cannot be replaced: that ecological 
system is gone forever. Again, the changes 
in river morphology and water quality 
brought about by stilling a flowing stream, 
and the i mpact of .such changes on aquatic 
and riparian life, simply cannot be 
remedied. The decimation of fish 
populations by the damming of a river is 
also totally inescapable; fish ladders, etc, 
rarely work satisfactorily, and the 
development ol new re.servoir fisheries is 
no answer to the distress and disa.stcr 
inflicted on existing fish populations 
Similarly, once a dam is built, the river 
will never be the .same again: flows 
down.stream will necessarily be reduced, 
with unavoidable consequences for aquatic 
life and riparian communities. Di.splace- 
ment because of submergence, again, is 
inescapable, and rehabilitation ‘packages', 
however enlightened and generous, do not 
always work well in practice. 

Fifthly, the cost-benefit calculus is a 
flawed basis for decision-making because 
(i) it is susceptible to manipulation (costs 
are usually understated and benefits over¬ 
stated); (ii) it is necessarily incomplete 
and inadequate (not every aspect or dime¬ 
nsion can be bright within the ambit of 
the calculus): and (iii) it is morally blind 



(the ^ iriaeiy on some pec^ 

often sought to be justified on the ground 
that a larger number elsewhere will 
benefited). 

Pious declarations about giving the 
project-affected persons a share in the 
benefits down.strcam are rarely translated 
into practice. References to ‘stakeholder 
participation’ have now become fashio¬ 
nable, hut it is doubtful if this indicates 
any depth of concern about such matters. 
Indeed, the very term ‘stakeholder’ is 
ironic: in what sense can the hapless com¬ 
munities upnHUed from their centuries- 
old habitats for the construction of projects 
be regarded as ‘stakeholders’ in those 
projects, when they are in fact the victims 
ot the pnijects? 

Finally, these arc the benefits (dircel 
and indirect) ol a project which are held 
to justify the costs (financial and social); 
and that justitication (i c, the case for the 
infliction of nii.sery on people and damage 
on the environment) tends to gel 
undcnnined by the tact that the costs arc 
certain to be inclined and are almost always 
higlicrihan projected, whereas the claimed 
benefits are ol ten problematic and may not 
be lully lealised 

VI 

In this context it is necessary to take 
lote ol some apparently clinching argu- 
nents in tavoui of large projects. 

A point made by some supporters of 
such projects is: yes, doing things has a 
cost; hut there is also ’the cost ol not 
loing'. This argument is often reinforced 
■>y the rhetoriial question: where the 
country would have been without Bhakra 
Nangal? Many find this line of argument 
lersuasive. However, this is not a new oi 
iddilional argument, but only a familiar 
me in a different form. "The cost of not 
.loing" means merely that in the ab.sence 
>1 the project certain benefits would not 
v: available. This is nothing more than the 
>ld argument that the benefits justify the 
.'osts; wc have already dealt with this, 
'urthcr. it is fallacious to equate the non- 
indcTtaking of a large project with ‘not 
Joing’ The choice is not between ‘doing 
project' and ‘not doing anything’; there 
re other things (such as demand manage- 
nent. conservation, local water-h.arvc.sting, 
‘tc) that can be done. As foi the question 
>f what we would have done without 
Bhakra Nangal, it is a hypothetical one to 
.'hich only a speculative answer can be 
oven. We know the Bhakra Nangal 
scenario' because that is what actually 
appened; we do not know what the 
itemative history would have been, 
lowever, we need not readily assume that 


if would haste hceA cMeof an atMence of 
development on the agricultural front. 
Understandably, data and information are 
available only in respect of the route (of 
targe projects) actually taken, and not in 
respect of the alternative mutes that have 
not been explored. All that one can do is 
to point to the successful instances of 
watershed development and social 
transformation and say that there i.s no 
reason why these cannot be replicated in 
large numbers. 

Another seemingly powerful argument 
IS that even if there is no need for large 
projects for irrigation, they are definitely 
needed for the generation of hydroelectric 
power: that given the magnitudes of 
demand projections large additions to 
generating capacity are called tor, that a 
suitable thermal-hydro mix is required for 
maintaining a proper balance between 
base-load and peaking capacities; and that 
hydroelectric power i.s ‘clean’, i e it does 
not create the kind of pollution that is 
incidental to coal-buming. Certainly, both 
the power shortage problem and the peak 
demand problem need to be dealt with; but 
centralised generation in large projects is 
not the only answer to those problems. It 
has been argued (by A K N Reddy and 
Girish Sant, among othcis) that through 
a combination of demand management, 
energy-saving, technological improve¬ 
ments. and getting more generation out of 
capacities already installed, the need foi 
.idditions to capacity can be gicatly 
I educed: that significant addiiions can be 
made through extensive decentralised 
generation, and that if this approach was 
adopted very few large projects would be 
needed 'I'his proposition, which runs 
counter to the establishment view, has not 
been given serious consideration. As for 
hydropower being ‘clean’, the lalla- 
ciousne.ss of that argument has been 
definitively brought out in Patrick 
McCully’s Silenced Rivers. While the 
operation of a liydroelcctric station may 
not emit hannf ul gases or spread particulate 
matter as coal-burning docs, the constru¬ 
ction ol the project and the existence of 
tlie reservoir itself have a whole range ol 
severe environmental consequences, as 
wc have already seen: such a project can 
hardly be described as ‘clean’. 

It IS also argued that the big cities 
(Delhi. Mumbai, Calcutta, (’hennai) are 
very short of water and that only large 
projects can meet their needs. I’his is an 
unexamined a.ssumption 'I'here is enor¬ 
mous scope for the augmentation of 
supplies to such cities through local efforts 
(in addition, of course, to proper demand 
management). Realising that the prospects 


of water from (fistant projects are remote 
and uncertain, Delhi is now seriously 
exploring the possibilities of local aug> 
mentation through increa.sed storage in 
existing channels such as the Najafgarh 
Nalla, re-activation of old and disused 
water-bodies such as the one at Hauz Khas, 
roof-topcollcctionof rain-water, and other 
simi lar means. The idea ot roof-topcollec- 
tion also seems to be catching on in 
Chennai. 

The proposition that the future needs of 
water, food and energy can be met through 
alternative means and that large dams are 
not required is confidently asserted by 
some, but it cannot be said to have been 
lully est.tblishcd: further work on this is 
necessary. Indeed, this is the crucial 
quc.stion turcoiisideration. However, those 
who are again.st large dams would .say that 
I n any case dams do not .serve the projected 
purposes but do tar more harm than good, 
and that the establishment of alternatives 
cannot he a pre-condition for rejecting 
something we know to be bad. That i.s an 
argument that deserves the most careful 
consideration. 

VII 

At this stage it may be useful to refer 
to my association with two major project 
review committees. I was a member of the 
’Five MemberGroup’ .set up by the mini.stry 
ot water re.sources in August 1993 to go 
tnto seveial issues raised by the Narmada 
Bachao Andolan; it submitted its report 
III April 1994. and then, on the directions 
of the .Supreme Couii, a further report on 
certain specified issues was submitted (by 
four members) to that Court in April 1995. 

I was also a member ol the High Level 
lixpert Committee (set up by the ministry 
of power in 1996) on the environmental 
and rehabilitation aspects of the Tehn 
Hydro-F.Icciric Project, the committee 
submitted its report in September 1997. 

I learnt a great deal from my work on these 
two commiltiTs 

Such reviews have to proceed agaimst 
considerable resistance. I’here is a tendency 
to treat the project as sacrosanct and to 
keep on saying that while .social and 
enviionmental issues should be looked 
into, the project must go on and must not 
be disturbed. It is of coui.se possible to 
understand the con.siernation and dismay 
that project planners and managers feel 
when basic quc.stions are raised ul a late 
stage. One Ciin also appreciate ihe point 
often made that the proce$.se,s of appraisal 
and review must come to an end at some 
stage; that there should be some finality 
to invc.stmeni decisions: and llui a project 
should not thereafter be subjected to the 
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unicrtaintics of lepeated reviews of a 
futuldmentjl nature eachonenecessitating 
a suspension nl work on the pioiett 
Howevci it III I iti the douhls laiscd and 
queslions asked aie ol a serious and sub 
slanlive naiiiie and satislaiiory answcis 
are not foitl<i.oniing and iHhere is reason 
to hcliesi that these had not been ade 
quatels examined m the earlier piocesses 
ol appiaisal slioiild one lule out a liesh 
examiiiaiion on the ctouiid iliat then 
should be linalitv at soint stage ’ 

It isofti ni iaimed that liie Sardai Sarovar 
Piojeit IS one ol the most elat»oialeIy 
studied o( pio|L(.ls but nestitheless not 
all llu (.nvironiiiLntal impacts and 
lainilic iiioiis ot thi project aie known 
even now lor instance the impact ol 
icduccd Hows (low nslie mi ol the clam (on 
thcocciip itionsol lishcmicnand boatmen 
on dovviistieam aqiiitic lite and iipaiian 
conuminities andoncstu iiineconditionsi 
had not been adeqtiaiels studied eailiei 
Again whdein<'encialltimsil wasknown 
that wildlile would be alkstcd by tiu 
creation ol the rescisoii andthat measuies 
must be taken ivi iniimmsc hardship not 
enough piepiiiioiv woik was done in 
advance On llu question ol scisinicilv 
some woik w dime in 'lu early stages 
ol plannine bise d on the pres uling state 
ol knowledeo hut liter the I Uui tailh 
quake this ins bieoine in aspect which 
needs to be luiihei sludie'd Siimiiils in 
the case ol leliii noi enoiieh work has 
been ilone on issues such as impact on 
Hoia millaun 1 sale iquality iimstabilitv 
etc mil on lire siisimnlv ispeit whiih 
was reli lied to a s pit ite e xpeileoiiimit 
lee a dilleienie ol opinion among the 
experts eoniinues 

Ihe /xin i?ii',\ii condition which was 
intriKlueid when the Saidai Siiosai and 
Narmada S i"ai jiroiicls wi re ersen con 
elilnnial e li ti mci hasbi cnmisinlirpri ted 
and his not nallx worked llio oiicinal 
intention was Hr it construction woik 
should not pi(K( idalreadoteny iiomtH irt il 
andie habililalionmc rsurcs butacommon 
aieimrenl is thal m such niojccls ol long 
gcslvUioii iheii IS plenty ol time loi en 
Mioirnreiri rl ind re Irabiliialion measuie s 
and that the se c rti be taken up in due 
louise m lire li'dii ol Ihe piogiess on Ihe 
construe lion lioiii I Inis instead ol pro 
gress on the i nyironmcniai ind human 
temcdial itu isures ileternrmmc the pace 
ol project consti'ieiion ihe lelaltonship 
has been reviisid 

(riie resistance ol Hu cngmeeiing 
cstablrshmeiris toens iroiimeiital (oncerns 
IS illustrated by the tendency to quibble 
about catchmenl-trc.innenl work pioieci 
authorities agree that this ts nccescaiy but 


arc reluctant to undertake it as part of the 
project, they argue that the cost ot such 
work should not be debited to the project 
I he*y try to make a specious distinction 
beiween ‘directly' and ‘indirectly’ draining 
catchments, i c, the immediate catchment 
w Inc h drams direct into the reservoir and 
lire catchments lurihcr upstream which 
diain into the river or a tributary and 
iscntually into the reservoir) 

1 uniing to the human aspects we once 
again hnd that the impact is never tully 
known nr advance hor instance, in the 
Saidai vSaiovat Project, the Naimada 
I nbmral had estimated that the number ot 
lamihes alteitcd by submergence would 
be around 7 (KM) the number is now put 
at 4^ (MM) latnilies and this is not a linal 
tigure Besides this is only the number 
ol families in ihe submergence area, other 

I rtegories af Ice ted by the piojcct such as 
those who cerme Irom iruiside to provide 
supplies and services to people in the 
subnrcieeiicc. aiea and who stand to lose 
then lixelihoirds aie not included in this 
number nor is the category ot canat- 
iHectcd people Morcoxer some of the 
e nx ironmental lemedial measuies such as 
c (iinpcnsatory al lorestation and c ate hment 
lieatmcnt and exim Ihe resettlement ol 
pioject altccicd persons (PAPs), could in 
mm haxe an advetse impaci on people 
rlic.rdv lix mg in Ihe are’as chosen terr such 
purposes md i ould Ic.id to what is rclei red 
liras seioirilaiy displacements (and these 
could lesult in lurthei displacements') 
llrus the number ol pro)eit allcvtcd 
persons (PAPs) keeps grow ing and is never 
linails known 

I uither there are serious delicicncies 
and tallures in the implementation ol Ihe 

II lr.ibihl.iiioir package I here is not enough 
luulbirthe land lot land'principle the 
t lusiei approaihof kcepingcomnrunilu's 
mgelher is not eokv to implement some 

I imilies gel pushed into distant areas the 
lei.ilioiiship with the host ccrmmunily iir 
the resettlement areas is uneasy, some 
eioups arc loiccd into totally imtamiliar 
w.iys and environments, and so on More 
than .urylhmg else Ihe implementation is 
otleii nraired by bureaucratic sloth, 
iirellicii'ircy and callousness Ihcrc arc 
o I ten considerable dekty s in compensation 
payments the gix ing ol title to land or the 
provision ol promised lacihtics in the 

II hahihtationaicas Whendilticultissues 
eonii up there is a tendency on the part 
ol the administration to find short cuts or 
simplisiic answers When serious problems 
Mise there is first a tendency on the part 
ol the administration to deny that they 
exist ihen bcdatedly they arc recognised, 
and still later some kind of halt-hearted 


solution is found; it is generally a e»e of 
too little and too late. An effective grie- 
vance-redrcs,sal machinery is absent; and 
when resistance to displacement develops 
because of hardship, the stale lends to 
react with incomprehension and force 
It was because of all this that some 
critics (tor instance, the controversial 
Morse Commission, i e, the Independent 
Review set up by the World Bank on the 
Sardar Sarovar Project) go so fat as to 
make the general statement thal rehabili¬ 
tation IS impossible Without nccessanly 
subscribing to that sweeping statement, it 
must be conceded that rcscttlenvnt and 
rehabilitation in Ihe case ot such large 
projects certainly present enormous dit- 
licuities bveninthcSSP despite a rehabi¬ 
litation policy which marks a great advance 
on earlier projects, resell lemcnt/rehabi hta- 
lion has tun into serious problems and 
much hardship has been sulfercd by the 
at tecled people As tor Tchri 15 years 
alter displacement the onginal PAPs have 
still not been properly rehabilitated and 
aic living in misciahle conditions ('There 
IS also much talk ot c orruption, thoughonc 
does not know the piecise extent ol Us 
incidence) 

riK state sullcrs Horn an inability to 
woik closely with the people or with the 
NGOs representing them The general 
governmental attitude is well-illustrated 
by the belated and grudging response to 
Mcdha Palkar's and Sunderlal Bahuguna's 
critiques (ol the Sardar Sarovat and Ichn 
Projects respectively), and the disingenu¬ 
ous manner in which icvicw committees 
III these two cases were set up hopes 
initially held out ol extensive discussions 
were belied, and the scope ol the review 
was severely restricted (bven the word 
review was carefully avoided in Ihe SSP 
case') 

It may be added that despite much talk 
ot integrated planning lor a hydiologicai 
unit such as a basin or sub-basin planning 
in this country continues to he essentially 
projcct-bascd I he basin merely provides 
a background fur this, and the language 
ol ‘integration’ is merely a formal gesture 
in the direction ot currently iashionable 
terminology Planning understood on the 
above lines tends to remain in the hands 
ol the state, i c, bureaucrats, technocrats 
and ministers there is hardly any room in 
this kind of approach for paiticipaiory, 
community-based planning 

vni 

As mentioned earlier, several kinds of 
cnticism have converged into a powerful 
movement again.st such projects,^ both 
within the countries concerned and inter- 
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natiofMily There is a sharp polarisation 
of attitudes on this matter Unfortunately 
the debate between the ‘pro-dam’ and 
‘anti-dam’ points of view is marred by 
hostilityandprcjudiceonbothsidcs There 
IS an impasse on this issue 

The pressure ol the anti-projcct move¬ 
ments ihcshanngof someofthcirLontems 
by certain governments the desire of both 
governments and the dam-building and 
cquiptmmt-supplying industnes to bring 
the uncertainty surrounding such projects 
to an end and the World Bank's own 
desire to obtain a clear mandate on this 
matter led to an unprecedented consulta 
tion conlercnce at Ciland in Switzerland 
inApnl 1997 Followingthatconsultation 
the World Bank and the World Con 
servation Union (lUCN) have together 
esiablishcda World Commission on Dams 
(WCDl with a composition letlccting 
dillcitnl coiKcins and interests I he 
commission has begun its woik and is 
expected to submit its lepoit in the yeai 
2000 One wondeis whether the WCD 
will lav the contioversy to rest with a 
definitive pi onoiinLcmeniorcnnlound the 
contusion lurthei with a split icport (The 
WCD had to abandon a public hearing 
planned m India bee iiise of obicclions by 
the govcinmcnl of India at the instam e ot 
iIk Gujaiat government which did not 
want tin, S Ildar Siiovai Project to be 
discussed hardly ipioniisingstaittothe 
work ot tiu commission ) 

IX 

I he lie lull! that changes arc needed in 
the pre vailmg approac hes and attitudes to 
what h.is conic to be known as water 
resources development’ (WRD) had begun 
to emcige evm in the 1980s when the 
country s National Watei Policy (NWP) 
was being loimulatcd The NWP (in the 
initiation and drafting ol which I played 
aceitainioic assccieiarv water resources 
in the government ot India in fox'! 87) 
was intended among other things to be the 
fust step in i leoncntation in scciotai 
thinking from an excessive prcticcupation 
with ‘major irrigation and with large 
projects towards a concern with issues ot 
rcsouice policy and management (Ihis 
was also the intent ion behind the renaming 
ot the erstwhile dcpaitment of inigation 
as the ministry ot water resources in 1985) 
Howevet, the entrenched attitudes were 
loo strong loi the kind ot re oiicntation 
that was envisaged, and the NWP itself 
though It was intended to chart a new 
course did not manage to shake itscit free 
ol the old ways ol thinking 
In subsequent yc<irs. the growing salience 
of the new concerns, the gathering strength 


ol anti-|Np)ect campaigns, and tha re¬ 
discovery of value in the old traditions of 
water-harvesting and management, com¬ 
bined to make the case tor a change in the 
approach to water planning more per¬ 
suasive This was reinforced by the wide 
acclaim gained by certain successful local 
initiatives in watershed development and 
social transformation Raiegaon Siddhi. 
Sukhomajn Tarun Bharat Sangh, and so 
on. have been written about and discussed 
extensively Local water harvesting and 
conservation (‘catching the raindrop as it 
lalls‘) and watershed development have 
been stiongly mged by many and these 
ideas have begun to make headway 1 he 
Centre tor Sctcncc and I nvironmcni 
(C SL) New Delhi has brought out a 
valuable book entitled Dii/ig Wisdom 
whic h gives an account of di verse traditions 
ol local water hai vesting and community 
management ot common resources and 
make's a strong plea lor the restoration of 
I hose old systems At a national conicrene t 
on water harvesimg organised bv C SI at 
DelhionOctobei J 5 1998 manyinstanees 
ot efforts at water harvesting and eon* 
servation in different p irts ol the country 
were piesented and diseussed and loui 
iliiite 'emaikable people who have 
signitieant aehicvenients to their credit 
were honoured by the president of India 
However theie is another trend which 
goes counter to this In recent years a 
leeumng theme in water studies is the 
imminent walei ciisis The tlii'sis is that 
with I inite supplies and a growing demand 
(because ot the growth in population 
iionomie development etc) the pressure 
on the available supplies ot water wilt 
increase enormously and that the 
constraint will become very severe in the 
next decade Many seminars and con 
leienccs have been held on the subject 
and ageneii's such as the Woi Id Bank and 
tlic ADB are much excrciseil h\ the grim 
prospects which have been pul forward 
the proieetion ol a water crisis leads to 
the postulation ot large projects as the 
solution ■* 

1 bat these two approaches are divergent 
IS not always recognised I he advocacy 
ol small local watei harvesting or watershed 
development schemes on the supply side 
combined with demand management and 
economy in water use is often received 
with nods of agreement but this apparent 
acceptance is misleading The inclination 
ol most policy-makers and planners is 
towards latgc-scalc technology dnven 
engineering dominated non participatoiy 
piojects rather than towards local small 
scale, people centred, paiticipatory 
schemes and activities fliey would doubt 


las say that there is no conflict botwirec 
the two and that both are neces.sary, htt 
their preference is clearly for big projects 
Giganti&m continues to hold sway in tM 
as in other fields In this view water* 
harvesting and watershed developmer 
schemes are seen as being at best mino. 
components ot overall planning, it is tel 
that they cannot possibly be substitutes to 
large projects The tact that cumulative)* 
a large number of local efforts could make 
an enormous ditlercnce to the overall pic¬ 
ture IS lan'Iy recognised Fh. w hole weigt 
ot bureauciatic cnginccimt! mdpolitica 
opinion isagainst taking the sc possibilities 
seriously and examining them 

X 

Bclote diawmg the threads ol thi' 
discussion together and formulating some 
conclusions a brief digression louke note 
ol certain related matters seems necessary 

I he lirsi point is that thetc has be^ 
some talk ot lau about a national water 
policy and this has also figured in the 
national agenda ol the lulingcoalition.but 
there is some contusion here There is 
already a national water policy adopted by 
the National Water Resources ('ouncil tr 
September 1987 and what is needed is a 
review and relonnulatton of that policy 
Fuither the current talk about a nationa! 
water polity is in the conti xt ol an inter¬ 
state dispute ovei liver w.iiirs - the Cau- 
verv dispute and wh.it is envisaged is a 
set of principles on water sharing This 
will noi amount to adec far itionof resource 
policy 

Secondly there is a tendency to cx- 
augeiatc the importance ol wh.it is known 
as participatoiy iirigalion management’ 
or Iirigalion management lianslcr Thil 
IS a mov ement tor the transit rot the respon¬ 
sibility tor thi distribution of irngatioi) 
water and for (he operation and mtufl-i 
tcnance of irrigation systems at a ccrtatit, 
level Irom the state to lai iiH'rs associatioim 

a V ery dcsii .ible dev elopmeni and a ma|ot* 
reform in the irrigation sectoi but not aiy 
answer to all the ills ot the sectoi and^ 
certainly not a matter of re source policy.^ 

A third red hemng is the pica for tbei 
proper pricing ol water Pticing is indeed 
very impoitant, but (he whole question of 
resource policy and planning cannot be 
reduced to that ol pricing Allied to tlur 
advocacy of getting prices nght is thO, 
proposition that "water is an economic’ 
and social good’’ a theme on which- 
seminars and conferences are organised.! 
Yes, indeed water is an economic (ti]4 
social good it we arc thinking of the uai'' 
of watei torirngationoi power generation 
or for process or cooling puiposeo If 
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industry. But water for drinking and 
washing is a basic human (and animal) 
need, and in (his context it would be wrong 
to describe it as a social or economic 
good'- It IS a basic human (and animal) 
right. (I am not suggesting that it should 
ihcrelorc be a tree good ) Sustenance ol 
aquatic and riparian life and the natural 
environment is also among the prime 
functions ol water; here tw) it is hardly 
an ’economic’ ginid Besides, even in 
contexts whea* such a dcsciiption would 
be right, we must be wary of bringing 
about the tianstoimation ol water into a 
CommiKliiy (hat danger luiks behind (he 
notion of water niaikets. (hough these may 
have a lole to play within a (ramework of 
caadul regulation 

XI 

In the light of the foregoing discussion, 
what re-orien(ation.s .uc needed in lelation 
to waiei policy ’ I would piopose the 
following 

(i) Rrvrisint; the usual apptoach ol 
proceeding liom pio|eclions of demand 
(as il dein.ind wete .lutonomous and 
sacrosanct) to supply-side solutions, we 


must proceed from limited availability to 
the FC.sponse of demand-management and 
resource conservation. Such a reversal 
becomes even more imperative as water 
which is a scarce resource becomes still 
scarcer. 

(II) Watcr-re.source management rather 
than development should become the 
watchword foi the future. Economy in the 
use of (his .scarce and precious resource 
and the con.serva(ion of available supplies 
will have to be central to planning. (ITiis 
would include increased efficiency and 
avoidance of waste in all uses, recycling 
used water, maximising utility per unit of 
water, and .so on. It would also include the 
caiclul management of groundwater so as 
to maintain quality, limit extraction to the 
lecliaige capability, prevent miningcxcept 
in emergencies and under controlled con- 
di(ion.s, and avoid the incursion of .salinity 
liom (he sea in coastal areas. That subject 
has not been gone into in this paper.) 

(III ) .Supply-side responses are not to be 
iiiled out, but they need not mean only 
l.irgc profccts. Significant augmentation 
IS possible through l(x. al water-harvesting 
,ind water management. Thejociut .should 


sh^from the basin or sidt-basin to the 
small watershed (which is also a hydro¬ 
logical unit). Water planning should be 
essentially local. The effort should be to 
make each locality manage its own water 
needs through water-harvesting and 
conservation schemes. The thrust in future 
planning in respect of water must be 
towards bringing about a vast network of 
thousands of local initiatives. (As men¬ 
tioned earlier, there have been some suc¬ 
cessful instances of local water manage¬ 
ment and social transformation, but these 
have remained isolated examples. It is 
neccs.sary to identify the factors which 
make for succc.ss or failure, and those 
which facilitate or inhibit replication.) 

(iv) Traditional systems of water 
management which have fallen intodisasc* 
need to be revived and strengthened. This 
must be another ‘thrust area’ in future 
planning. Similarly, the restoration of 
defunct water-bixlicsand the rehabilitation 
and preservation of wetlands .should be 
taken up as urgent tasks. 

(V) Large projects, if considered neccs¬ 
.sary at all. must be regarded as projects 
of the last resort, to be undertaken only 
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atter examining Ail oth^potstbilities, and 
after a stnngent scnitmy 
(vi> In sectoral planning, whether lor big 
projects or small, whether for resource 
development or management, the lull 
participation ol the people and the NGOs 
with a good record ot scKial mobilisation 
should be ensured Irom the earliest stages 
(VII ) Access to water has to be recognised 
as a basic human and animal light The 
rights ol the community over common 
resources environmental water rights (i c 
the lolc ot water as the suslaincr ot the 
natural environment ol which it is a pan 
and ol aquatic and riparian lilc) and the 
water rights ol the nver (or aquiler) Ksclt 
tor the maintenance ot its quality and 
integrity also need to be rccognis^ At 
the same time water has to be regarded 
as an economic and social good in the 
context ol irrigation industnal use etc 
Pnncipics to govern the relative pnontics 
ot ditfeami demands and the sharing ot 
watiis by dilteieiu users need to be laid 
down A comprehensive water law needs 
to be tormulated on this basis 
Such a rc oncntation cannot be easily 
brought about However the el tort needs 
to he made It is here and not in grandiose 
projects that the answoi to lutiia' needs 
istobeloiind .indhcre andnotciscwheie 
lies the loule to true sustainability i he 
elaboration of that thenu.' will necessitate 
an examination ol what constitutes 
development but that cannot be under 
taken within the ambit ol this paper 

Notes 

|l III! grilLlul lu Hiirunshii Thikk'ir lor vuiny 
through till tirvldratlul ihieaniele mil providing 
iiK with SOUK useful eomiiKnls ) 

1 This has been much quoted bul his t Uer doubts 

and e lutionary rein irks about such pro|eets are 
not orien n leiivd to 

2 I do not know much about gods but I think 
thil the nvei 

Is I sliong brown god sullen untamed ,ind 
intrae table 

Pitient to soiFK degicc at lust reeognised as 
a Irontier 

Useltil iintrustwrorthy as a conveyor ot 
comiiKac 

Then only i problem conlronting the builder 
of bridges 

The pioblem once solved Ihe brown god is 
almost torgoittn 

By the dwellers in eitie*s evti however 
iniplaeable 

Keeping his seasons and rages destroyer 
nmindci 

Ol what men choose to forget Unhonoured 
unpropitiated 

Hy worshippers of the inaehiiie but waiting 
watching and wailing 

1 S Lliol lour Qua!teh 
1 The discnehanlincnt with embankments in a 
iiKthod of flood eonirol and the eiiKigeiiec ol 
I strong pupulai movement against them tends 
to rBinforee the anti project movement The 


quesboD of flood control m n cortiplex and 
difficuH one. It has not been dealt with in ttus 
paper 

4 A related theme is the likelihood of eon 
lliets an&ing from the eonipettiion for scarce 
n'liuial resourecs and the security impliea 
lions of such conflicts rhot debate tails out 
side the scope ot this paper but the inieicsted 
a ader is referred to my article e milled Scarce 
Natural Resources and the Language of 
Seeunty tnih/tkttmimu mtIPolilitalWeekh 
ot May 16 I99K 
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Amartya Sen and the Popular Imagination 

In the Wake of the Prize 

Kaushik Basu 

One of the most common assertions has been that Amartya Sen has been given the Nobel Prize for his 
humanitarianism or for showing how famines can occur during times of plenty or how famines are unlikely in 
a democracy or for his work in development economics. The exception is the official Nobel citation released by 
the Royal Swedish Academy of Sciences, which states that Sen has been given the Prize “for his contributions 
to welfare economics". This is the work reported in his classic book Collective Choice and Social Welfare, a 
work of immense elegance that combines formal logic, welfare economics and moral philosophy. , 

A large part of Sen's recent work is that of a person with a cause and this Sen II must he evaluated differently 
from Sen I. While the former may not add to the scientific worth of Sen I, it does not detract from that eUher. 


I 

l^amont and Harvard 

SOME years ago. when Amartya Sen 
held the piKsilion of ‘Lamont University 
Professor’ at Harvard I University and was 
doing a lecture tour, a journalistic write¬ 
up listing Sen's many achievements noted 
that he taught at two lamous universities, 
Lamoni and Harvard. The mistake was 
evident enough lo academics, certainly to 
all tho.se who knew Amartya Sen or 
Harvard University (I cannot tell what 
it seemed to tho.se who knew I,ainunt 
University). But over Ihc la.st lew weeks, 
ever since he won the .Nobel Prize in 
economics, reading the popular press pro¬ 
digiously interpreting Sen’s work and why 
he won the Nobel Pii/c one reali.ses that 
this kind ol mistake is the least ot it 
One .source ot many such mistakes is 
Sen himselt. He has straddled comlort- 
ably two woilds. that ol academic, tech¬ 
nical economics, and that ot policy and 
pamphleteering. Since the laity and the 
non-speclalised journalist have some 
familiarity with the latter, it has been ca.sy 
for them to jump to the conclusion that 
it IS tor the latter that Sen won the Nobel 
Pri/c. An error of this kind could not have 
occurred, loi instance, with Gerard I)ebrcu, 
also a Nobel laureate, since the uninitiated 
would not be able to read any of his papers. 

One ol the most common assertions has 
been that Sen was given Ihc Prize for his 
humanilaiianism or tor showing how 
lamines tan occur during times of plenty 
or how Inmincs are unlikely in a demo¬ 
cracy (as suggested in Fiine magazine) or 
for his work in development economics 
(in the Wall Street hmrnal) The excep¬ 
tion is the otficial Nobel citation released 
by the Royal Swedish Academy of Sci¬ 
ences. which states that Sen has been 
given Ihc Prize ”lor his contributions to 
welfare economics". The accompanying 


wiiic-up mentions a whole range of his 
work, but it gives primacy ot place to 
Amartya Sen’s work on social choice 
theory, axiomatic weltarc economics and 
individual decision-making. This is the 
work that he had done from the mid-1960s 
lo Ihc late 1970s, mostly in Delhi and 
Uindon. A part of this work is reported 
ill his classic hook. Collective Choice and 
Social Welfare (CCSIV). This is, in my 
ludgment. his mo.st important b<x>k; it is 
a work of immen.se elegance, that com¬ 
bines formal logic, welfare economics and 
moral philosophy. The (xxik had many 
new theorems (or at least reported on new 
theorems which Sen had first published 
111 journals) and lemmas, hut more impor¬ 
tantly It influenced the way one thought 
of welfare economics and collective 
decision-making. 

II 

Welfare and Social Choice 

Amartya Sen did not .start out in welfare 
economics. As an undergraduate student 
at Trinity College, ('ambridge University 
(where he has now returned to be Master). 
Sen wrote a dissertation on the choice ol 
techniques, a work that was influenced 
by Joan Robinson, Maurice Dobb and 
A K Da.sgupta. The di.sscttation, with small 
modi fications, won hi m a PhD and in 1960 
was published us a book by Basil 
Blackwell. Choice of Techniques soon 
became a celebrated book, which students 
of development, planning and growth read, 
re.searched on and modified. This work 
had many spin-olfs fur Sen himself. He 
contributed to gniwth theory (the intro¬ 
duction that he wrote to the Penguin 
collection that he edited. Growth Eco- 
utmii s, was one of the most lucid intro¬ 
ductions to the subject), cost-benefit analy¬ 
st s and development (the paper on surplus 
labour in thcJoumal of Political Economy 


of l%6 became one of the most cited 
papers in development cconomic.s); he 
became full profe.ssor at the Delhi School 
of Economics in 1963. at the age of 30, 
and a little thereafter he became Fellow 
of the Econometric 5»ociety. 

During this time his interests were, 
however, beginning to shift as he became 
intrigued by the problems of welfare 
economics and the conundrums of voting 
and social choice. There was a small 
literature on the latter at that time. It had 
all begun in the early l9S0s with the 
publication of Kenneth Arrow's path- 
breaking ‘impossibility theorem', which 
showed that all systems of voting, existing 
or conceivable (for example, the majority- 
decision rule or the two-thirds-majority- 
or-status quo rule), will violate .some 
elementary and desirable axioms of de¬ 
mocracy. I con.sider this one of the mtxst 
profound breakthroughs in economics. It 
did not require any hard mathematics, as 
.so much of modem economics does, and 
that is precisely what made it such a 
challenge. There were no standard re.sults 
to fall back on; the theorem had to be 
proved through plain reasoning of which, 
in principle, everybody is capable. Yet the 
rea.soning had to be sustained relentlessly 
over such a long stretch that few could, 
in practice, have done it. 

When Arrow began working on voting 
theory, the .subject had a negligible his¬ 
tory. This is not to deny that it had attrac¬ 
ted .some colourful personalities. Almost 
200 years before Arrow, the Marquis de 
Condorcet and Jean Charles de Borda had 
been intrigued by a strange feature of the 
majority decision rule, which allows it to 
generate cycles. The problem had later 
attracted the eccentric genius of Lewis 
Caroll (who wrote mathematics using his 
real name, C L Dodgson), who had called 
it ‘cyclical majorities’. The problem is 
easy enough to illustrate. Suppose three 



penons, l,2and3,liivetochooie between 
three candidates. A, B and C. Suppose 1 
prefers A to B to C, 2 prefers B to C to 
A and 3 prefns C to A to B. If they agree 
to use the nuyority decision rale, it is easy 
to see that between A and B. A will win 
the election; between B andC. B will win; 
and between C and A, C will win. thereby 
giving rise to the troubling cyclicity. 

Instead of starting from a specific voting 
rale, such as the majority decision. Arrow 
sought to get around the problem by writing 
down some normative axioms which a 
voting rale ought to satisfy. To give an 
example, one axiom required that the 
voting rule must have the property that if 
everybody preferred candidate X to Y. 
then Y must not be selected. This was 
called the Pareto axiom, after the Italian 
economist and sociologist of the turn of 
the century. Vilfredo Pareto. Arrow’s 
shattering di.scovcry was that if one wrote 
down a few more axiom.s, along with the 
Pareto axiom, no voting rule would be 
able to .sati.sfy them all. 

This theorem set the agenda on which 
Amartya Sen’s work on social choice wa.s 
ba.sed. One set of papers that he wrote, 
alone, and with Prasanta Pattanaik, when 
the latter was still a student at the Delhi 
School of Economics, specified some 
limiting conditions on the domain of 
preferences, under which the majority rule 
‘works’, that is, does not give nse tocycles. 
Another direction that he pursued was to 
introduce a new axiom into this frame¬ 
work, that of individual liberty, capturing 
:he notion, which gixss back to John Stuart 
Mill, that every individual should have 
some ‘protected sphere’ over which he or 
she has the right to decide, without being 
constrained by what others feel. For ex¬ 
ample. whether or not person i reads The 
Satanic Verses could be said to belong to 
’s personal .sphere. This work turned out 
o be extremely influential, drawing the 
subject of rights and liberty into the domain 
if social choice and Sen became a staunch 
Jefender of individual liberty, to the point 
af valuing it, in some situations, more than 
.he Pareto axiom. 

Sen’s book, CCSW, played a very sig- 
lificant role in the coming together of 
velfare economics and moral philosophy, 
jke liberty, other concepts and ideas from 
ihilo.sophy. such as universalisability, 
airness and justice, came to be analysed 
jsing the tools of social choice theory. 
\rraw had written about an alleged in- 
cription on a grave in England: 

Here lies Martin Engelbrodde. 

Ha’e mercy on my soul. Lord God, 

As 1 would do were I Lord God 
And thou wert Martin Engelbrodde. 


Hus is in iliustratioh of putting oneself 
in another's shoes. It led to what has crmie 
to be called die jmetbod of extended sym¬ 
pathy, which has been used to con- 
ceptualise.the possbility of interpersonal 
comparisons. This in turn resulted in 
powerful axiomati.saticms of moral sys¬ 
tems siKh as utilitarianism and John Rawls’ 
maximin rale, with notable contributions 
from Peter Hamimind, Eric Maskin, Kevin 
Roberts, S Strasnick, Louis Gevers and 
Claude D’A.spremont. 

With such a diverse set of ideas crowd¬ 
ing the pages of CCSW, the book became 
a cla.ssic. It drew the attention of not just 
economists, but professional philosophers 
and it is just right that it is the spieling 
influence of this book which was ulti¬ 
mately honoured by the Nobel Prize. A 
‘classic’ in this ab.sU’act Field is, naturally, 
not a book that can be bought at street 
corner bookshops; but it is ironic that 
this book, which has inspired so many 
students of economics, politics and philo¬ 
sophy, is available only as an expensive 
hardback. 

HI 

Delhi and London 

Much of this work was done at the Delhi 
School of Earnomics, where Amartya Sen 
worked from 1%3 to 1971. Thia was a 
remarkable time for the Delhi .School. 
Jagdish Bhagwati was there teaching and 
researching on trade theory and develop¬ 
ment. Sukhamoy Chakravarty had returned 
from MIT to be professor, the eminent 
cconometncian A L Nagar provided 
leadership to the quantitative economics 
group and K N Raj, who was responsible 
for building up this remarkable cohort, 
was .still there and researching actively on 
various aspects of the Indian economy. 
The Delhi School was conceived of as a 
multi-disciplinary institute, all the more 
impressive when one realises that it was 
run on a shoestring budget. Its economics 
community was matched by an outstand¬ 
ing collection of sociologists that i ncludcd 
M N Srinivas and Andre Betcille. 

In 1971 Amartya Sen moved to the 
London School of Economics as profes¬ 
sor. He was already quite well-known 
and his lectures drew full houses. Tho.se 
were heady days, days of unbridled ide¬ 
alism, and his blend of economics and 
philosophy appealed to the students. One 
of the greatest lectures I have heard 
in economics was Sen’s inaugural lecture 
at the LSE, which was later published as 
‘Behaviour and the Concept of Prefer¬ 
ence' in Economca in 1973. It helped 
shape my own PhD research agemla, a 


PhD wbidi I would fader do widi Sen as 
advisor. 

In this paper Sen puzzled about the 
meaning of individual rationality. Was 
rationality simply a matter of consistency, 
as much of economics had come to believe 
following Samuelson’s famous work on 
revealed preference, or was it something 
else? Also what was the relation between 
the various kinds of consistency axioms 
that were floating around at that ti me? The 
lecture raised more questions than it 
answered but it led to a series of formal 
papers on rational choice theory and 
consistency, with some notable contri¬ 
butions from Rajat Deb and Kotaro 
Suzumura. 

IV 

Hume and Hare 

Throughout the time that he was work¬ 
ing on the choice of technology and social 
choice theory one of Sen’s enduring 
pa.ssions had been philosophy. The first 
evidence of Amartya Sen’s interest in 
philosophy was a paper he wrote in I9S9 
in Enquiry. This is a little known paper. 
(For a long time I had the .smug satis¬ 
faction of not knowing anyone apart from 
myself who had read it.) The paper con¬ 
sisted of a compelling statement on deter¬ 
minism, historicism and free will. It was 
constructed as a critique of .some works 
of Isaiah Berlin and Karl Popper. But it 
went well beyond that, to express a certain 
thesis concerning causality. I was fasci¬ 
nated by the paper because its jAilosophi- 
cal position was one that I had myself 
come to believe in and it was comforting 
to find such a lucid confirmation of it in 
Sen. Amartya Sen may have moved away 
from the position taken in the paper but 
It is a paper I would recommend to the 
reader. 

He was soon publishing papers in 
leading philosophy journals. In Mind, 
1965, he published a joint paper with 
W G Runciman in which they interpreted 
Rousseau in terms of modern game theory. 
‘Hume’s l.aw and Hare's Rule' came out 
in Philosophy in 1966. Hume’s law is the 
principle that a normative statement (that 
is, a should-.stalement) can never be ik- 
duced from purely po.sitive .statements (that 
IS, is-statements). ‘To many of us, certainly 
to me, this seems like a universal law, one 
with no exception. In this paper Sen drew 
on a rule that Hare had outlined in his 
Language of Morals, which, at the risk of 
simplicity, asserts that if a normative 
statement applies to a certain descriptive 
context It must apply to another context 
which happens to be dc.scriptively iden- 



tical u> the lirst. Sen showed that an 
adherence to dare's rule compelled us to 
accept that Hume's law must have an 
exception. While I am no longer persuaded 
hy the argument in this paper, for rea.sons 
which he heyond the scope ol this essay, * 
the intellectual power ot the paper is 
undeniable .ind it amply explains why Sen 
could easily 'break into' the lop |ouinals 
ol a discipline which w.is not his own 
Sen's philo.sophical miercsl continued 
to glow in Oxioid where he interacted 
with the philosophcis, and. in addition to 
the ahc>\e mentioned |ouinals. his papers 
appealed m l‘liili)\»ithiriil (JiuiiU’ilv. 
Hiili>Mii>li\ iinil I'tihln AHair.y I'lieoiv 
iiiul Da isKin .ind Joiirnnl of I'lulohophs. 
He has .dso Iccliiicd to philo.sophy stu¬ 
dents ai (Ixloid.iiul lateral Haivaid. where 
he olleieil a couise joiiitl) with Robert 
No/ick 

V 

Poverty and Campaign 

Ihiring his si.ts at the i.Sb his iiiieresi 
moved on to something w Inch had always, 
though somcwhaisiibliminally.beenthcie 
the siibicct ol poverty and inequality 
Towartls the end ol his .seven years at the 
l-Sh and alter he moved to Oxioid as 
pnilessoi in 1977. Ainaitya .Sen worked 
on this siibiecl. One branch ol this interest 
was concerned w iih the technical problem 
ol how best to nieasuie poverty. 'I'he 
standaid method m those days was to 
con.sidei an income level the poverty line 
- below which a person could be called 
pool, and then lo liiul the peicentage ot 
a nation's population that lived below the 
poverty line I'his was the so-called 'head- 
count mea.suie' .Sen noted that this had 
an obvious lestnctiveness. II you lake 
away lOdollais lioni a person way bc'low 
the povciiv line and give it to someone 
just below the poverty line, clearly the 
head-count measure ot poverty will lull, 
since the lecipieni will cease to be below 
the poverty line But surely, in an impoi 
lani sense, such a iranster (Irom someone 
(KHir to someone heller oil) cannot be 
thought ol as a poveily-reducing act. 
Hence, governments that weie using the 
head-count measure lo design policy risked 
craltmg tauliy policy. 

Sen diew on Ins expertise in choice 
theory and consiiucted a new measure ot 
poverty, approaching the pioblem axiom- 
aticaily. that is. by selling down a .set ol 
axioms ol poverty that a good poverty 
measure should satisly. The paper that 
resulted was published in flcoiwniftru d 
in 1976 and it immediately cau.sed a 
groundswc'll of interest m the subject 


The other branch of Sen’s work on 
poverty was related to more practical 
concerns: what causes famines and how 
best should famines he controlled or 
avoided. I'his resulted in the book. 
/Vn t’/rv anti Famines, which is arguably 
Ins most widely read book. This was an 
extremely important book, beautifully 
wiitien, full of practical policy implica¬ 
tions and insights (.some ol which he 
puisued further in his subsequent work 
with Jean Dre/e). but it was not as intel¬ 
lectually signiftcanl as his earlier work. 
It was like some ot Picasso's later works. 

I he same bcHik written by a less lamous 
pci son w'ould not have caused as much 
ol a stir This was an area where Amarlya 
Sen was using his already established 
icknown to campaign tor cau.scs that he 
believed in, to urge tor state action lo 
i'radicate poverty and to leaven the burden 
ol the weaker sections ol siKicly. 

In some newspaper articles .Sen’s nor¬ 
mative woik has come under attack. A 
mindlessly vinilent one was by Robert I, 
Pollock in the Wall Street Journal ot 
(fctohei I.S. Fortunately, his own partisan¬ 
ship comes miodi.splayc'arly intheaiticle. 
w'hen he says that to him “seemingly every 
winner'' ot the Nobel Pn/e tor literature 
IS a Marxi.st. ('learly he him.sell must be 
positioned somewhere very outlandish tor 
the world to appear all on one side! But 
one mistake that he makes others have 
nude. From the lact that .Sen has written 
repeatedly about the need tor public action 
to help the disadvantaged, .some havc 
liimped lo the conclusion that Sen does 
not appreciate the role ot the market and 
III incentives. But that is like concluding 
that since Mr K wrote only about relati¬ 


vity, he does not believe in govemmer 
intervention or, forthat matter, he believe, 
in government intervention. Likewise 
from Sen's assertion that economic 
liberalisation is desirable, some have 
questioned his commitment lo the dis¬ 
advantaged sections of society. That aisc 
IS plain wrong. 

It has been said that Sen's recent work 
is populist and its message often ambi¬ 
guous. There is, I believe, some inith to the.se 
charges. As for the ambiguity there are 
two reasons. First, Sen is too deep a thinke 
lor him to have escaped the philosophcr’f 
ambivalence. Many philosophcrs.nhrougf 
the ages, have been troubled by scepticisnr 
and doubt: and that typically manifests ir 
a certain ambiguity of expression. Sec¬ 
ondly. Sen wanted to win over as many 
people and .supporters as ptvssible. And sc 
in his later writings, meant for a larger 
audience, he has used the ambiguity in 
order to make nM>m for people lo interpret 
his work variously, and iorthem to believe 
that Sen's prescription is their prescrip¬ 
tion. And, as for the populism, it has to 
be kept m mind that a large part ot his 
recent work is that of a person with a cau.se 
and this Sen 11 must he evaluated differ¬ 
ently Irom .Sen I. In addition, while the 
tomicr may not add to the scientific worth 
ol Sen I, i I does not detract i rum that either. 

Note 

I One ubjcclion lo iliis ts lo argue thai no I wo 
siluulions can he identical As Wittgensiein 
pul II "To say of two things that they are 
idcniicul IS nonsense and lo say ot one thing 
that il IS identical lo itself is lo say nothing" 
Hul this would simply make Hate's rule vacuous 
and that is a levs compelling ub|ecttoii than 
whal I have m mind 
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Gulf Migration and Its Economic Impact 

The Kerala Experience 

B A Prakash 

Inflow of large amount of Gulf remittances and its spending has resulted in unprecedented economic 
changes since mid-1970s in poor and industrially backward economy of Kerala. The Gulf migration has 
helped the migrant households to attain higher levels of income, consumption and acquisition of assets, 
resulting in overall reduction of poverty in Kerala. But, on the other hand, the Gulf remittances have also 
pushed up prices of land, construction material, consumer foods and charges on health, education and 
transport, adversely affecting non-migrant households belonging to poor, middle cla.Ks and fixed income 
groups. 


THE price hike of oil in 1973 and the 
consequent earnings of large revenue had 
accelerated a process of industrialisation 
and stKial change in the west Asia countries 
necessitating the services of large number 
ol foreign workers. Large number ol 
workers began to migrate to the west Asia 
from India since then. The migration which 
started with a lew thousands per year 
during the mid-1970s as.sumcd large 
proportions during 1980s and 1990s. 
Currently, the total stock of Indian migrants 
in the west Asia is estimated as 28 lakhs. 
Of this, the migrants from Kerala arc 
estimated as more than 14 lakhs. Currently. 
Kerala is getting about Rs 5,500 crore 
from the Gulf as workers’ remittances. 
The migration and the How ol remittances 
had resulted in unprecedented economic 
changes in Kerala's economy since the 
mid-1970s I'liough a number or.studics arc 
available on the various aspects of Gulf 
migration, only a few have examined the 
economic impacts [Prakash 1978, 
Gopinath Nair 1989; DES 1987; and 
Thomas Issac 1993). But the studies do not 
give a comprehensive account of the eco¬ 
nomic impact of migration on the regional 
economy. The objective of the paper is to 
examine the economic impact of Gulf 
migration on the regional economy of 
Kerala. 

In order to explain the impact of 
migration we pre.sent the following 
hypothesis: Since the mid-1970s, the factor 
which had the greatest impact on regional 
economy, especially on labour market, 
consumption, savings, investment, 
poverty, income distribution and economic 
growth, has been the Gulf migration and 
migrant remittances. 

This paper is presented in six sections 
In the first two sections we present the 
analytical framework and the trend in 
migration and remittances. In the 
subsequent sections, we examine the 
impact on labour market, consumption, 
savings and investment, poverty and 
income distribution and regional economy. 




I 

Analytical Framework 

Ba.sed on the nature and charactcri.slics, 
international labour migration may be 
classified as traditional type and contract 
type. In the traditional type of migration 
people from developing countries arc 
migrating to developed countries to avail 
of better jobs, opportunities, living 
conditions and to settle thcic. On the other 
hand in contract migration, return is an 
essential part of the migration pr(x:ess. 
Here the workers are hired for contractual 
jobsforadefinite time period andcxpcctcd 
to return after the expiry of the period. 
Usually during the period of stay abroad, 
they leave their families behind in their 
home country. In order to support their 
lamily, the emigrants send remittances on 
a regular basis. The economic impact of 
contract migration will be substantial on 
tliedome-sticeconomicsofthelabourcxport- 
ing countries. The areas which witne.s.sed 
substantial impact are labour market, 
balance of payment, savings, investment, 
di.stribution of income and regional eco¬ 
nomic development. Attempts were made 
to develop an analytical framework for 
analysing this macrtveconomic impacts. 

According to a study of Economic and 
SiKial Commission for Asia and Pacific 
(ESCAP), contract type of migration can 
be viewed as factor movements in response 
to rate of return dilTcrcntials, i e, the wage 
differential [ESCAP 1987]. The inter 
country wage differential is a result of 
difference in factor endowments, i c, the 
relative imbalance of supply and demand 
for labour. The study says that the economic 
impact of contract type of migration and 
remittances is centred around the direct 
effects on national income and the indirect 
effects through the balance of payment, 
consumption, savings, investment, prices, 
wages and employment. 

Forconstnicting an analytical framework 
Deepak Nayyar distinguishes between the 
macro-economic impact of labour flows 
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on the one hand and financial flows on 
the other, although the two are often 
interwoven [Nayyar 1994). The impact of 
labour flows on output and employment 
at a macro-economic level depends on the 
magnitude of the outllow ol workers, the 
employment .status befon' emigration and 
thcskillcompositionof migrants. In macro¬ 
economic terms, the impact of international 
labour migratkw on the balance of payments 
depends not only on how it inlluences the 
components, but also on the consequent 
increa.se in consumption, investment and 
government expenditure, taken together. 

Ashwani Saith has presented a metho¬ 
dological approach which analyses the 
phenomenon of migration within a macro¬ 
economic pci.spective where the impact 
on economy and society as a whole can 
be identified and evaluated [.Saith 1989], 
Within the analysis of the overall macro¬ 
economic impact, four areas arc identified; 
the influence that the migration pheno- 
nienon may have had on aggregate national 
economic strategies within a medium-term 
perspective; second, the impactof migration 
on the balance of payments ol the labour 
exporting country; third, the impact on the 
aggregate rate of savings and investment 
in the economy; and fourth, the impact on 
the sectoral pattern of investment. Under 
labour aspects, the major issues relate to 
impact on output and growth of labour 
withdrawal Irom the economy, questions 
related to labour substitution and turnover 
of migrant labour, skill formation and the 
unemployment among the return mig¬ 
rants. The distributional dimensions of 
migration especially its impact on poverty 
and income inequality are raised at the 
level of household, local community, 
regional and national level. It is point^ 
out that all the above mentioned i.ssues and 
topics discus.sed will govern the overall 
impact of migration. 

Among the approaches mentioned 
above, the approach of Saith is more 
comprehensive and covers most of the 
aspects relating to macro-economic 
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impacts But tor analysing the economic 
impact of migration tor a region, we can 
confine to those aspects which arc more 
relevant to the region Though the impact 
on balance ot payments will influence the 
macro economic magnitudes ot a regional 
economy this aspect is not included in our 
analysis I he iollowing analytical frame 
work IS used m our analysis llie economic 
impact of mteniational labour migration 
depends on the magnitude of migration 
the employment status ot migrants poor 
to migration the skill composition of 
migrants the type of migration, wages and 
net savings earned and the volume of 
remittances for our analysis economic 
impact on the following area is identified 
labour market consumption savings 
investment jiovcrtv distnbutionolincome 
and regional domestic product 

II 

Trends in Migration and 
Remittances 

Aciuiatc data lelating to Indian labour 
outflows and return Hows arc not available 
I he basic source of data about fabour 
outflows IS (he data piov idcd by Piolec lor 
Ocncialolf migrants (PUf) in the Ministry 
of I aboui Ouc to man> problems the 
labour outflow clita eivc oniv a rough 
approximation ol the magnitude of out 
migration ot workci s Based on the annual 
outflow ot laboui tiom India to the west 
Asia we may classily migration into four 
phases VI/ the initial phase ol steady 
growth between 1976 and 1979 thcpc'ak 
phase hctwcLii 1980 and 1981. the 
dec lining giowth phase betwevn 1984 and 
1990 and the revival phase between 1991 
.inel 199*1 (I ibic I) I he woist vcai in the 
hisior> ol Indian niigr.Uion to the west 
Asia was 1990 when about 1 80 lakh 
Indians w etc icpiin iteel I tom Kuwait and 
Iraq due to the Gull wai Ol this more' than 
one lakh (kisoiis weic Keralitcs 

According to the nnnistiy ol exn'mal 
af Ians the total slock ot Indians including 
woikcis and non workers in the west Asia 
was 12 iSlakhin 1990 pneii to the conquest 
ot Kuwait The cuiient estimate ot Indian 
migrants iv 28 lakh Ol this the non 
woikirs such i» wives iiid children ol 
nngiani woikcis aie about 10 to per 
cent It IS e'siimatcd that of the total slock 
ol Indian migiaius ihc share ol Keralitcs 
IS moiv than M) pci cent (Iable 2) Data 
on the inim il iahoiir outllows fiom India 
suggest that th' u vv is a sleep me lease in 
the migialion lo the Gult between 1991 
and 19ys Duiiiig 1990s the major desti 
nations ol Indian migrants lo the west Asia 
wcie Saudi Aiahia I AH Oman Bahrain 
and Kuwait Ncaily 62 per cent of the 
workers migrated to the CluK during the 
year 1990 weic unskilled and skilled 
construction workers During the 1990s 


a disturbing development was the 
repatriation of large number of migrant 
workers from UAE tn 1996. It is estimated 
that in the latter half of 1996, more than 
60.000 migrants were forced to return to 
Indiaductointroductionof new migration 
regulations and its strict enforcement Of 
ihe returnees, more than 40,000 were 
Keralites 

The intensity of migration to the Gulf 
IS not uniform throughout Kerala A survey 
conducted in 1980 suggested that the 
intensity rate, i e, number of Gulf migrants 
per thousand population was high in 
northern parts compared to southern parts 
ot Kerala It was found that the intensity 
latc was highest inTnchurdistnct followed 
by Malappuram, Pathanamlhitta, Can 
nanorc and Trivandrum In southern 
Kciala, only twodistncls vi/, Trivandrum 
and Pathanamthitta have a high intensity 
of Gult migration On the other hand, in 
noithcrn Kerala, the districts which have 
<1 high intensity of migration are Tnehur, 
Malappuram. Calicut, Cannanorc and 
Kasargod Hence, the impact ol the mig- 
i.ition IS greater in northern districts than 
m soulhem districts 

Regarding Ihc remittances sent by the 
migrant workers, we do not have accurate 
data Based on the World Bank data an 
attempt IS made tocstimatc (he remittances 
received in India Though World Bank 
gives Ihe total rcmiUanccs sent by Indian 
workers Irom torcign countries, nocountry- 
wise figures are available So we have made 
in estimate based on two assumptions 
r irst. It IS assumed that the share of remit 
tances from the west Asia is 7S per cent 

I he assumption is based on the findings 
ol a study of Fconomic and StKial Com¬ 
mission for Asia and Pacific in 1987 on 
international migration and remittances 

II SC AP1987] Second the share ol Kerala 
IS assumed at SO per cent as Keralites 
account tor inoic than hall ol (he Indian 
migrant workers in the west Asia The 
estimated remittance received in India and 
in Keiala Irom the migrant workers in the 
West Asia IS given in Tablet Thclable t 
shows that the workers’ remittances from 
the west Asia to Kerala rose from Ks 824 
cmic III 1980 lo Rs I tIO trorc in 1990 
andRsS St9ciorein I99S Cuncntly, the 
iL nitlances account lor 22 per cent of the 
state domestic product of Kerala Due to 
the return of large numbci ol migrant 
workers Irom I 'At; in 1996, it is likely that 
the remittance flows will decline dunng 
1996 and 1997 

III 

Impact on Labour Market 

Given that the intensity ot migration 
ditters in ditfercni distncts of Kerala, the 
economic impact ol migration is not 
u m lorm throughout Kerala (Table 4) The 


impact is gmSter in seven jdlsKkns whoe 
the intensity of ndgratkNi is high. In this 
section the impact of migratton on the 
labour maik^ is examin^ 

A major impact on the labour market 
IS the reduction of unemploy ment through 
migration of unemployed labour force 
We have sufficient evidence to show that 
a substantial share of migrants were 
unemployed prior to migraUon. The DBS 


Table I Annual Labour Oumow vrom Inna 



Number in 


Number in 

Year 

Thousands 

Year 

Thousands 

1976 

42 

1986 

1135 

1977 

22 9 

1987 

• 125 4 

1978 

690 

1988 

170 1 

1979 

171 8 

1989 

126 2 

1980 

236 2 

1990 

141 8 

1981 

276 0 

1991 

192 0 

1982 

239 5 

1992 

4168 

1983 

225 0 

1993 

483 3 

1984 

206 0 

1994 

425 4 

I98S 

163 0 



Siiunff (l)Miiiislry of Labour 

Government 


of India 




(2) Ministry of 1 abour 

1996 

7 ABi f 2 Sttx k (» Inman Mkoiants in im 


WijiT Asia Coi ntrivs 


Number of 

Number ot 


Indian Migrants Keralite Migrants 

Year 

(in Lakh) 


(in Lakh) 

1979 

5 01 


2 50 

1981 

5 99 


2 99 

1983 

9 16 


4 58 

1987 

9 57 


4 78 

1990 

12 35 


6 17 

1991 

16 50 


8 25 

1996 

28 00 


1400 

Note 

The share of Keralite to the total Indian 


imgrants is assumed as 50 per cent 

Soun 

Ministry ot External AITairs Govern 


ment of India 


Tabil3 Workers’ 

RCMinANCF.S FROM WFsr 


Asia to India and Kcrala 

Year 

Reinitianves Rcmitlances 

RemitlanLCs 


to India 

to Kerala 

to Kcrala as 


(Rs in 

(Rs in 

Per Cent of 


Crorc) 

Crorc) 

Net Domestic 




Product of 




Kerala 

1980 

1648 

824 

21 5 

1981 

1560 

780 

192 

1982 

1822 

911 

19 3 

1981 

1986 

993 

179 

1984 

2236 

1118 

182 

1985 

2036 

1018 

156 

1986 

2242 

1121 

152 

1987 

2648 

1324 

160 

1988 

2414 

1207 

13 1 

1989 

2732 

1366 

128 

1990 

2620 

1310 

10 7 

1991 

4670 

2335 

154 

1992 

4132 

2066 

120 

1993 

7174 

3587 

!9 0 

1994 

II7I4 

5857 

27 0 

1995 

11078 

5539 

21 5 

Sources The World Bank, 1995 



The World Bank. 1997 






wrvfty Mdffitftd that the Mivity 
40 per cent of migrwts prior 10 migration 
was unemployed {DES 1987]. Another 
study, bas^ on a sample survey of about 
700 retunied migrants, revealed that the 
activity status on the eve of firsi migration 
of 38 per cent of the migrants was 
unemployed fGopinathan Nair 1986], 
Though the migrants also include 
underemployed and employed persons, 
the available evidences indicate that the 
migration has eased the problem of 
unemployment toa greatextent. In majority 
of the districts in Kerala, the migration had 
helped to reduce the rate of unemploy ment 
significantly (Table 4). 

The migration has resulted in reduction 
in supply and increase in the demand for 
certain categories of workers, especially 
construction workers. Many parts of Kerala 
began to experience severe shortage of 
construction workers since the end of 
l97(Js. This may be attributed to three 
reasons. First, the major share of workers 
migrated to the Gulf arc construction- 
related workers including skilled workers 
like carpenter. ma.son, etc. This has 
coasidcrably reduced the supply of skilled 
and unskilled construction workers. 
Second, a good part of the remittances 
received (rom the Gull was spent by the 
households tor constructing new houses, 
buildings and boundary walls, repairing 
hou.ses, improving land, etc, resulting in 
steep increase in the demand for cons¬ 
truction workers Third, lack of interest of 
young people especially the educated, to 
engage in manual work. This shortage of 
workers has increased the wages of 
con.struction and othercategoriesof manual 
work, promoted the mobility of non- 
construction workers into construction 
.sector resulting in the migration of Tamil 
workers to Kerala. 

Available evidences suggest that there 
is a correlation between the growth rate 
ot construction workers' wages and the 
various phases of migration. For instance, 
during the peak period of migration, i c. 
during the first half of 198()s. the growth 
rate of construction workers’ wages was 
high.' On the other hand, in the declining 
pha.se of migration dunng the second half 
of 1980s, there is a perceptible fall in the 
rate of growth of wages compared to earlier 
period. With the revival of migration since 
1991. there has been a spurt in the growth 
rate of wages. A similar trend in case of 
the wages of agricultural workers can also 
be observed. 

The .shortage of coastruction workers 
and increase in wages have not led to the 
introduction of capital intensive technique 
on a large scale. The shortage of labour 
is largely met by migration of construction 
workers from neighbouring states, 
especially fnini Tamil Nadu. There is also 


itiBiMBiHfe firim tn^G uniem lb 
mechanisaliott in toadhig md unkMKfing 
of materials, fo Kerala, the entire loading 
and unloading of construction maleriids 
is done manually by workers belonging 
to powerful trade unions. But during 1990$, 
due to the state government’s policy, the 
capital intensive techniques ate used in the 
construction of public projects like railway, 
national highway and infrastructure arid 
construction of big buildings and flats in 
the private sector. 

Another change that occurred in the 
labour market due to the Gulf opportunities 
was the introduction of vocational 
education and training for .skills. In order 
to migrate to the Gulf, unemployed youth 
began to join courses that helped them to 
get skills required for jobs in the west 
Asia. A number of vocational courses were 
.started by private agencies to train young 
people. The courses include construction- 
related coursas, motor operation, machine 
operation, welding, computer operation, 
catering, tailoring, technician, paramedical 
courses, etc This has resulted in a 
qualitative change in the vocational 
education system in Kerala. 

Rcab.sorption of return migrants in the 
lutHsur market is another issue. A majonty 
of migrants were fon'ed to return to Kerala 
due to termination or cancellation of work 
contracts or fall in wages. The crucial 
issue is whethei ihey can re-enter into the 
dome.stic labour ma^ct.Tlic factors which 
determine their re-entry arc their willing¬ 
ness to accept domestic low paid jobs, to 
start theirown enterprise or engage in self- 
employment. Starting an indu.stnal orcom- 
mcrcial unit depends on their experience, 
their enterprise in running the unit and the 
amount of savings they can mobilise. 
Available evidence suggests that after their 
return, majority ot Gulf migrants are not 
willing to work in traditional occupations 
or as casual labourers. They aspire to start 
their own business or engage in self- 
employment. Two surveys which collected 
information about the activity status of 
return migrants re vealcd t hat many of them 
were absorbed in the labour market in 
1993 compaied to 1987. 

IV 

Impacts on Consumption, Savings 
and Investment 

The impact of migration on coasump-' 
tion, savings and investments largely 
determined by the amount of remittances 
sent by migrants and the utilisation pattern 
of mmittances. The DB.S survey |DES 
1987] which is based on a sample of 1.467 
migrant households, 690 non-migrant 
hou.seholdsand4] I households with Gulf- 
returned persons, estimates that the average 
annual remittances .sent per migrant which 
was Rs 10,455 in 1987. Besides, the average 


vthie of Mticks brougiht 
daring his sojourn was estimated 
Rs 7,^,assumingonevisitinthreeyesra-..‘^ 
Comparingthe monthly income of migrtnt 
and non-migrant households, the surv^, ^ 
found that the income of migrant !^ 
households was much higher. ‘ \ 

Due to higher income, the monthly ' 
expenditure was also higher in the case ' 
of migrant households compared to non- >< 
migrant households. The migrant house* 
holdsincurredhigherexpenditurcmifood. jl 
clothing, education, fuel, light, travel, '■} 
entertainment, medical expenses, etc. The 
households also spent more money on ) 
maniages, other ceremonies and on the | 
durable goods. 

The survey also gave information about 
the utilisation pattern of remittaiKes. The | 
utilisationofremittanccsexcludingcurient 
consumption was worked out for a period 
ol five years from 1982-1986. It was found ; 
that of the total utilisation, 21 per cent as J 
spent for purchasing or improving land ^ 
and 36 per cent for construction, improve* ( 


Tabu 4 I)isntK'iwi>iL DivnuBunoN cf iNTCNsirr ? 
riF Mioratiun a.nd Remittancts in 1980 , 


Number of Migrants 
Gulf as 

Migrants Percentage 
Per I ,(KX) of Openly 
Population Oncinployed 


Migrants Remiltances 
as as 


Percentage ' 
of Net 
Domestic ] 
Product < 

_A 


Tnvandrum 

8 1 

10 3 

24.3 

Quilon 

h7 

78 

19.0 

Allcppcy 

72 

114 

24.3 

Koiiayam 

24 

4 1 

7.3 

Idukki 

0.3 

0 8 

0.8 

Emakulam 

1 S 

2 3 

3.2 

1'riehur 

15.■» 

332 

47 0 

Paigbai 

34 

7 1 

11.7 

Malappuram 

14 5 

S-S3 

61.9 

Ko 2 hikodc 

6S 

132 

182 

Cannanore 

8 3 

24 S 

23 3 

Kerala 

7 3 

13 3 

21.5 

f/iile Pathananithiltu. Wynad and Kasotgod . 


dislncls were nut in existence in 1980. <!; 
Of these. Paihunainihiita and KasaigtkdJ 
(iisincts h.tvc a high intensity of Cutf':] 


migt.ition 

■Voiiri r-DES. 1982 and Tabic I 


Tabu S Workers RhMinANts-s and Plan 
Exunoiiuri in Kiraia 


Remittances Plan Plan * 

(Rs in Expenditure Expenditure 
Lakh) (Rs in l.akh) as Percen¬ 
tage of 
Remmitances 


1980-85 462610 

(VI Plan) 

180162 

38.9 

1985-90 603545 

(Vli Plan) 

254691 

1 

1990-91 130980 

(Annual Plan) 

66269 

. .V 

1991-92 

23.3455 

71952 

.30 8 hrj 

Total 

1430590 

573074 

»o .V. 


ioariM. Same as Tabic I. r)E.S, 1993. 
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mentorpuahasingbuildings Expenditure 
on gold ornaments education and repay¬ 
ment ot loans accounted tor 21 per cent 
ut total expenditure It is signilitant to 
note that only a small share was spent lot 
starling business Ne.irly 8 per cent was 
invested in banks and other tinancial 
institutions 

In oidci to assess the impact o| remit 
tances on the asset generation the survey 
provided inlormation ol the asset position 
ol the households piioi to and altei the 
migiation I he asset position ot the migrant 
households was compared with that of 
non migrant households It w astound that 
there \cas a consideiabk increase in the 
assets ol iiiigr.ini households altei the 
migraiion compared to non migrant 
house lu'Ids Assets sue has land buildings 
goldoinameiiis motor vehicles consumci 
durables pumpscis itc legistcicd an 
increase 

To conilude ihe rnigiani households 
had higher income bettei consumption 
levels and asset position comp.iied to non 
niigiaiil households I ties invi'sl ma|oi 
shaie ol their savings in land and houses 
I hcii investment in business is small and 
in pioductivc activities almost nil Invest 
ment in savings and linancial assets aie 
alsosmall 1 heaboveivulLncecoiroboratc 
Ihe commonly held view that the mierant 
households arc not investing in pioduclivc 
activities 


V 

Impact on Poverty and Income 
Distribution 

The impact on poveitv and income 
distiibution may be classilud into direct 
and indirect impat t I he diiec i impact is 
on the migi int households w hich leceived 
lemittances I he indirect impact includes 
all those spill over el Ice ts such as im tease 
in wages employment oppoitumtics 
increase in the piice ol land consumer 
Items sciviies etc Thciinpacthasallected 
the wellaicol the migrant and non migrant 
households dilleicntly 
Ihe inloimaiion available in the micro 
level studies on Ihe sckio economic status 
ot Ihe migiants on the eve ot migration 
suggests that iiia|ority ot the migrants we re 
p(H>r at the lime ol migration Micio level 
studies were' eouducted during 1977 and 
1978 in the villages ol southern and 
northern parts ot Kerala which showed 
that majority ot the migtanis belonged to 
poorlamilies lived iniiiralateas engaged 
in low productivitv traditional activities 
such as fishing agiicullurat labour 
household industry anil scrv ice sector |obs 
such as helpers m country tea shops and 
salesmen in groceiy * A subsequent study 
based on a sample ot about 7<)(} returned 
migrants in 1984 revealed that nearly S8 
per cent ol Ihe migrant households were 


classtiledas poorhouseholds [Gopinathan 

Nair 1986] 

Thus, the available evidences suggest 
that the poor households receiving 
remittances from the west Asia attained 
substantial increase in their income levels 
it IS likely that a large number ot low 
income households climbed to higher 
income levels due to the receipt of remit¬ 
tances 1 he impact is bound to he great 
as seven districts of Kerala have a large 
concentration ol migrants 

The large inflow ot remittances had 
lesulted in a spurt in construction activities 
and employment Similarly large employ¬ 
ment opportunities were generated in 
li iliary sector like transport cummunic- 
aiions bade commerce education, health 
services banking etc There was increase 
III wage rale ot all categories of casual 
winkers Thus the receipt ut rcmiliances 
to Ihe poor households the generation ot 
employment in construction and tertiary 
set lor and the increase in wage rate have 
lesulied in Ihe increase in income levels 
ol piMvr people in Kerala Ihe estimates 
legaiding poverty also support Ihe above 
iieiul Recently, ihcPIanningC'ommission 
using a*vised poverty norms hascstimated 
that the people below poverty line in Kerala 
h IS declined from 51 per cent in 1977-78 
to 12 per tent in 1987 88 (Planning 
( onimissiun 1991] But the entire 
adiiclion in poverty cannot be attributed 
to fiull migration fhe state government 
has been implementing a number of 
poverty alleviation schemes since the 
1970s and ihc 1980s 

I he hike in price of land commcxJilies 
ind sei vices due to the inflow ol rcmit- 
t.inccs has altecicd distrihtilion of income 
III iavoui nl some sections ol people while 
adserscly atlecling others Available 
inlormation suggests that Ihc inflow of 
remittances had pushed up prices ut land 
in urban and rural areas in those districts 
where the intensity ol migration has been 
high It IS reported that there had been a 
continuous increase in the price of land 
III rural and urban areas ot Frivandium 
district between 1975 and 1981 
Kiopinaihan Nair 1989] 


The impact of the price increase was 
different on diflerent sections. With the 
steep increa.se in price of land, the owners 
of the land got a windfall when they vild 
their land Poor to mid-1970s, there was 
not much demand tor rural land and the 
increase in Ihe price of land was only 
nominal With tiw inflow of remittances, 
the migrant households began to purchase 
land resulting in steep increase in land 
price This trend attracted a lot ol specu¬ 
lative investment pushing up the prices 
further In this process, those who owned 
land and those invested in land lor 
speculative purposes got windtall gams in 
income On thcothcr hand, (lie poor, middle 
class, the fixed income groups who were 
in need of land for constructing houses 
found It to be beyond their reach to purchase 
land The pnee hike had adversely affected 
(heir welfare and purchasing powei 

Another impact was the increase in price 
of construction materials consumer goods, 
food products, rent rates and increase in 
charges ol health, education transport¬ 
ation, cic The flowot remittances and the 
consequent increase in demand pushed up 
the pnccs ot all the above items Here also 
sections which were adversely affected 
were the poor, the middle class and fixed 
income groups Phey began to expenence 
a steady fall in their purchasing power and 
welfare as a result ol the price hike 

VI 

Impact on Regional Economy 

This section examines the impact ot 
migration and flow of remittances on ihe 
economic development ot Kerala We have 
already seen that the volumcot remittances 
received in seven districts of Kerala was 
very large (Table 4} Compared to the plan 
expenditure me urred during the succcssi ve 
plans for economic development, the 
remittances received was much larger 
Between 1980 and 1992 the total plan 
expenditure in Kerala was equivalent only 
to 40 per cent oi the remittances received 
from the Gulf (Table 5) 

Hie flow of remittances has also led to 
the generation of more savings in a 
backward economy like Kerala Tliere has 


Tabi i 6 OHO*Til (» Bans Drposrrv in Ki-»ai a 


t ndiny 

rol.il Deposit 

Ot which 

Growth of 

Shan: of NRE 

M iiih 

(Rv in Crore) 

NRfc IXpovit 

NRE Dcpovit 

Deposit to Total 



(Rs m Crofc) 

(Per Cent) 

(Per Cent) 

IVSX 

4811 

1169 


28 4 


S667 

IS84 

157 

27 9 

iwn 

6620 

2012 

27 0 

101 

IWl 

78S8 

2104 

14 5 

291 

I9<t2 

9671 

1019 

119 

11 4 

IWt 

12112 

4499 

48 0 

17 1 

l‘WI 

14941 

60IS 

116 

402 

I9VS 

I74S8 

6886 

144 

19 4 

19% 

20171 

8101 

17 6 

402 

1997 

21029 

9956 

22 8 

43 2 


SPB l‘W8 Cfonoinu Rexiew 1997, 



been a Mdady growth in NRE (teposh in 
the banks (T^le 6) Ot the total bank 
deposits the share of NRE deposits by 
1997 was about 43 per cent Currently, the 
total deposits in the bonks of Kerala is 
abisut Rs 21.000 crore 

Thus, inilow ot large amount of remit¬ 
tances and Its spending has resulted in 
unprecedented economic changes in a poor 
and industrially backward economy ot 
Kerala The capital scarcity cxpcncnced 
by the economy was solved to some extent 
due to the accumulation ot NRE deposits 
These evidences suggest that the factor 
which gave the biggest push to the Kerala’s 
econoniy since mid 1970s had been the 
a'mittaiice Hows Irom the Gull 

Since the economic prospenty ol Kerala 
largely depends on the Guit migration, the 
iclurnol niorethan40 (XX) migi ant workers 
liom I lilted Aiab hmirates in 1996 and 
10 (X)0 workcTsliom Saudi Arabiain 1997 
has cieatcd a icccssion in the state’s 
economy A\<nlablecvidcncc suggests that 
the exodus from tlw I’AL and Saudi Arabia 
has arrested the boom in economic acti 
vitics in all the seven distiicts having a 
high intensity ol Gull migtation It is 
leported that there has been a substantial 
tall III trade coiiiincrcc and construction 
activities in all the seven distiicts during 
1996 and 1997 I he pi ice ot land and real 
estate also (ell hv about hall in these 
districts 

( OM 11 OINf. OlISI RVAIIONS 

Among the toi.il Indian migrants to the 
Gulf. Keralites account tor more than halt 
Mote than hall ot the remittances is sent 
by Keralites The remittances received in 
Kerala lioiii migiant scorkers tnim the 
Gull account toi 22 pci cent ol ihc net 
domestic pioduct ot Ketala TIte large 
scale migration and flows of remittances 
have lesulted in unpiecedentcd economic 
changes in Keiala Widespread changes 
have taken place in labour market 
consuniption savings, investment poverty, 
income disti ibution and regional develop¬ 
ment The migration has lesulted in 
reduction ol unemployment, created 
shortage < it const i uct ion workers, upgraded 
skills iiicaascd uages and pnimoted the 
migtation ol construction workets to 
Kerala Available evidence suggest that 
the migration has helped Ihc migrant 
households to attain higher levels ol 


tncome, consumption and ^uisition of 
assets compared to non-migrant house¬ 
holds. As (he majonty of the migrant 
households arc poor, the inflow ol remit- 
uinces has substantially reduced poverty 
III Kerala The migration has pushed up 
prices ot land, construction materials, 
consumer goods, food articles, rent and 
charges on health, education, transport, 
etc This increa.se in pnees has adversely 
affected the non-migrant households 
cspc*cially those belonging to p<wr middle 
class and fixed income groups 
As the volume ot remittances received 
III Kerala was very laigc. the impact ot 
ii on Ihc regional economy has been 
obviously very great Compared to the 
amount of plan expenditure for economic 
development. Ihe remittances received in 
Keiala are much larger The remittances 
have given the biggest push lo the poor 
and industrially backward economy ot 
Kerala Thus, the factor which has had 
ilie greatest impact on Kerala's economy 
since Ihe mid-l97(K has been Ihe Gult 
niigiatioii 

Notes 

11 his IS 1 n:\isiun nl iIm. |M|)er po'scnlcd in Ihc 
hilcriulional Cunirivnee on Kerala s licvciop 
iiK nl bxpcnence organised hv the Insiiluic ol 
StKial Science ni New Delhi on IXceinbcr 8 11 
l‘)%i 

1 I or average daily wage ol skilled and agn 
cuIiumI woikcrs sec Tabic A 

2 Tor cuirent activity sialus ol nirurned inigtitnls 
sec Ihc Table 


SclivKy S(aius 

D1 S Survey 

DESSiiivcv 


1987 

1992 9» 


(Per Cent) 

(Per ( ciU) 

) mpluved 

19 4 

-Ih 

Self employed 

2(2 

11 9 

1 inploycr 

1 6 

21 5 

1 nemployed 

(9 0 

20 () 

Household woikcr 

58 

17 ( 

(hhers 


2 2 

f Dial 

l(X)(l 

KKIO 

SoHiiex (DDES 

1987 (2)DLS 

I99( 


1 Duong 1977 and 1978 individuil scholars 
conducted sample surveys in Flakonain 
Koipram Kadakkasur Pervumvathura 
Puiliukurichi Chiiayinkil Chengannur 
('hasakkad and Tirar and collected inlurina 
lion about Ihe socio economic characlenstics 
ol migrants A summary of the findings of the 
surveys were given by P R Gopinathan Nair 
11981) 


Tabi I A 


Year 

Carpenter 

Mason 

Paddy Field Workers (Rs) 



Male 

Female 

1980 81 

19 8'' 

19 78 

II11 

7 91 

1985-86 

42 84 

42 80 

26 08 

15 10 

1990-91 

54 47 

5198 

15 77 

21 It 

1996-97 

12H54 

127 81 

92 18 

60 52 


Simne .SPB, Ltimimn Reneti tW7, tWH 
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1998 Elections in West Bengal 

Dwindling of the Left Front? 

Bidyut Chakrabarty 

Despite a clear polarisation between urban and rural voters, the 1998 West Bengal poll results reconfirm 
the popularity of the left coalition at the grass roots. Though the electoral result, wherein the Left Front’s 
.share of votes declined, suggests more of a negative vote against the state government, the Trinamul Congress- 
BJP combination nevertheless did provide a strong forum to those opposed to the Left Front, especially 
in urban areas. Besides the vilification campaign against Mamata Banerjee and the deplorable conditions 
of civic amenities, the declining industrial employment opportunities has rendered the CPl(M)-led government 
unpopular among urban masses. Though the share oj urban votes is less than rural vote.s, the Left Front 
can continue to neglect the grievances of the city-dwellers only at its own peril. 


THE iy‘>h iiulional elections ushered in 
coalition and Icdei al polities in India. With 
the failure o( a party to secure an absolute 
majority m the Lok Sabha in the 1998 
elections, the trend appears to be further 
reinforced. Regional parties arc now crucial 
in the continuity ot the ruling party in 
power at ihecentre. The occasional hiccups 
in the ruling coalition tollowii.g the 
reported threat ol the AlADMK in recent 
months demonstrate the extent to which 
the constituents ol the coalition are 
signilicani. Whether the present coalition 
led by the Bharatiya Janata Party (BJP) 
.shall survive' is difficult to predict since 
the prevalent political scenario is both 
fluid and highly volatile. The net result of 
the last national poll is however that the 
Indian variety ot coalition piovidesa rather 
‘moderate’ form ol government in which 
large national parties have been forced to 
accept the need lor alliances and 
accommixlalions with a variety of new 
and old parties, including the regional 
parties. Brushing aside the so-called 
'ideological purity', what brings the 
partners together and largely sustains the 
coalition is 'the exigency of the situation’. 
In view ol the .short duration of the two 
successive coalition governments at the 
centre, it is probably inappropriate to 
comment on (he viability of coalitioir at 
the national level though there arc clear 
indications in that direction. 

Given the defeat ol the left Front 
candidates m as many as nine West Bengal 
parliairientary constituencies in the 12th 
nationi poll, its performance is perhaps 
illustrative ol its apparent decline. Not 
only has the leading partner of the Front, 
CPI(M) lost onc-lourth of the total seats 
contested, its share of votes has also 
declined. In the light ot such an outcome, 
the idea gains ground that' ...the left (is 
likely to] get marginalised in Indian politics 
as has already happened in the US. the 
Scandinavian ciHintrtes and in Mexic'o and 


to a certain extent in Britain and West 
Germany”.^ Although the left parties have 
national forms, they are basically regional 
and the CPI(M) with its numerical majority 
IS effectively running the government in 
West Bengal, Kerala and Tripura though 
under the constraint of not-.so-friendly 
Icderal government. Given the general 
apprehension of the prospect of the left 
and a remarkable right wing consolidation 
m West Bengal, the question, ‘has the left 
tlwindled?’, assumes unprecedented .signi- 
licance. The aim of the paper is thus two¬ 
fold; (a) to examine whether the process 
of decline has already started in view of 
the reduction of the left votes; and (b) to 
us.sess whether the coalition that sustains 
the left con.solidation continues to remain 
viable. 

Tiik Post Poli, Scfnario 

The winners in the 1998 elections are 
coalition politics', ‘leadership’ and 
‘economic liberalisation'. The future, 
while it will revolve around the two major 
parties, the Congress and the BJP, docs 
not belong to them. With increasing 
i mportance i n national politics, the regional 
parties are playing a larger role than before 
in the Indian political sy.stcm which is 
multipolar, coalilional, marked by 
immen.se complexity, divergence and 
heterogeneity. Never was this articulated 
as clearly as in the recently concluded 
national poll. Though the Congress 
retained its parliamentary strength by 
capturing the exact number of .seats as in 
1996, the United Front suffered significant 
losses. The BJP and its allies enhanced 
both its share of popular votes and its 
parliamentary seats. Table I clearly 
articulates the trend. 

The poll outcome clearly shows the 
growingimportanceoftheregional parties 
in the contemporary political arithmetic. 
What is less evident but is nonetheless 
significant is the dwindling of the left 


which is probably the only cohesive group 
with a more or less well-articulated views. 
Of the Left Fnint partners, the Forward 
Bloc and Revolutionary Socialist Party 
suffered loss of both parliamentary scats 
and popular seats. The trend is not different 
in regard to either CPIfM) or CPI; while 
CPI(M)’s aggregate vote decrca.sed from 
6.12 per cent m 1996 to 5.18 per cent in 
1998 and the CPI’s from 1.97 to merely 
1.75. Not only is this decline alarming, it 
has failed to capture even a single .seat in 
the 'Hindi heartland’.* The CPJ(M) is 
confined to West Bengal, Kerala and 
Tripura while the strength of CPI in Lok 
Sabha has been reduced from 12 MPs in 
1996 to 9 in 1998. 

In West Bengal, the I.eft Front'' main¬ 
tained its hegemony by capturing 33 of 42 
parliamentary seats which is rcmaricable 
given its decline cLscwhcre in the country. 
What disturbed the leadership'* is the 
decrca.se of 2 per cent of popular votes in 
the left bastion like West Bengal which 
is being ruled uninterruptedly by the 
CPI(M>led coalition. Despite its continuity 
in the state for more than 20 years, the left 
accounted for only 47 per cent of popular 
votes that d(x;.s not appear to be significant 
.since the aggregate vote for them was only 
marginally higher than theTrinamul-BJP’s 
30 percent and the Congress’ 16.2 percent 
put together. Even in Kerala, the .situation 
is not radically different with the Left 
Front winning nine out of 20 parliamentary 
seats in the state. With its success in both 
the parliamentary seats in Tripura, the 
CPIfM) reinforced the strength of a political 
outfit drawing su.stenance from and backed 
by an organisation with a well-defined 
ideology.' 

The 1998 elections is unique in another 
way. Whereas national politics is being 
articulated in terms of a coalition of a 
variety of political parties even .sometime 
with conflicting interests, at the state level, 
the signal tscicarly for ‘a two party system’ 



with the exception of Utter Pradesh and 
Bihar. Except West Bengal, the principd 
contenders in elections are primarily the 
Congress and the BJP. The situation in 
West Bengal is different since the newly 
emerged Trinamul Congress^-B JP combi* 
nation, led by Mamata Banerjee posed a 
formidable challenge to the CPI(M)-led 
coalition in a majority of the constituencies. 
With no ideological affinity, the alliance 
appeared fragile from the outs^ since both 
the BJP and Trinamul Congress fought the 
poll without well-defined political agenda. 
Neither of the parties sought to articulate 
tho.se local issues that would have given 
them political dividends; instead of 
projecting a positive image by offering 
viable socio-political and economic 
programmes, their campaign during the 
election revolved around what the Left 
Front fai led to do in the state. The outcome 
of the poll, as Table 2 shows, illustrates 
the extent to which the strategy paid-off 
in as many as nine parliamentary 
constituencies in the state. 

.Similarly, the share of votes, secured by 
those parties in the electoral tray, clearly 
shows the trend of a sudden spurt of support 
for non-left political consolidation. The 
Congress* lo.ss is certainly gains for the 
Trinamul Congress Although the BJP 
which nevei had a substantial follotving 
in the state, succeeded in winning one 
parliamentary seat, the decline of its share 
of votes, as compared with 1991, is 
nonetheless significant. Barring CPI(M), 
other constituents oi the left coalition, as 
shown in Table .3, had also suffered marg¬ 
inal losses in terms of votes. 

BoihTablcs 2 and 3 arc .self-explanatory. 
In absolute terms, the CPI(M), the Front 
leader is far ahead of both its partners 
(CPI, Forward B loc and RSP) and its rivals 
(the Congress, Trinamul Congress and the 
BJP). Despite retaining 33LokSaMiaseats, 
tlic reduction of Front's share of votes is 
alarming in a slate with 70 percent turnout 
of voters. The major looser is however the 
Congress which suffered a setback as result 
of a sharp decline of almost 2S per cent 
of votes within a span of two years. Perhaps 
the winner in the 12th Lok Sabha elections 
is the BJP which has not only .succeeded 
in defeating the CPI(M) candidate in the 
CPI(M) stronghold like Dum Dum (Table 
4). While in 1996 the BJP captured only 
8.7 per cent votes, in 1998 the increase 
in Its share of popular voles is almo.st 
sixfold (to be precise, 50.7 per cent). The 
increase of aimo.st 4 per cent votes in 
favour of the BJP and one MP from the 
so-called red ba.stion in India appear politi¬ 
cally significant. Its consolidation as a 
political force in the ttaie may partly be 


due to its electoral pact trith the Trinamul 
CxHigress which drew heavily upon on the 
popularity of its firelnand leader, Mamata 
Baneijee and partly due to voters’ search 
for an alternative to the Left Front. Like 
the BJP which has probably gained most 
in West Bengal, the Congress continues 
to remain a force to reckon with. Still a 
ramshackle house, the faction-ridden 
Congress with virtually no leader with a 
strong base, still accounts for IS per cent 
votes which is no mean achievement 
especially after ousting Mamata Baneijee, 
by far the most effective non-Left Front 
leader who commanded tremendous 
influence on individual voters. An analysis 
of the success of the Trinamul Congress 
clearly demonstrates the extent to which 
Its meteoric rise as a serious contender in 
thcclectoral arenaowed largely to Mamata 
Banerjee who, unlike other provincial 
Congress leader, easily identified with the 
voters as 'the next door girl’.* 

Till-. Left Front and the Poll Outcome 

Election results and governmental 
performance are not the only indicators of 
the success of a Left Front government in 
West Bengal; but they are nonetheless 
central to any viable strategy. Whereas 
‘the anti-incumbency' factor drastically 
reduced the numerical strength of the party 
in power in Rajasthan and MadhyaPradesh, 
II had hardly had any noticeable impact 
in West Bengal. Hence, it is hard to resist 
the conclusion that the Left Front has 
successfully geared 'the bourgeois .state 
power’ to its advantage by undertaking 
plans and programmes for the benefit of 
the majority.'* Di.sillusioncd with the Left 
Front, the urban voters in the state 
articulated their opposition clearly by 
ensuring an almost complete wash-out of 
the Front in Calcutta and its vicinity. What 
II ks and disheartens ordinary people is the 
steady declineof urban services, including 
electricity and transport. The most 
disturbing factor that decisively swung the 
verdict against the Front is the nexus 
between “ruling party leaders, big and 
small and those out to make a fast buck 
by bending the power of the government 
and the party in theirowndirection land]... 
the growing realisation and t/iose in power 
are too busy to reap the fruits of their own 
dominance to care for what happens to 
others ’’ (emphasis added).'' Whatever the 
consequence of the growing re.sentment of 
the urban populace, the fact remains that 
“the Left Front government (is) providing 
a service to the status quo by handling a 
problematic sute better than the Congress 
could have done”.'^ Hence, the Left Front 
experiment is fdlure either from the point 


of view of a transition to socialism or Ae 
deveiopmrait of a specific type of capk- 
alism drawing upon liberalisation.'^ 

The situation is not as extreme or 
dismal as some of the political commen¬ 
tators seem to think. Its achievement it 


Tabu, I Electoral Pukamantl of Maior 
Political Parties and Their Auies. 1998 


Major Parties 

Seats Won 
(19%) 

Seats Won 
(1998) 

BJP 

161 (20 3) 

179 (25 4) 

Allies of BJP+ 

26 (4.0) 

72(10.8) 

Congress 

141 (28 8) 

141 (2.5.8) 

Allies of Congress* 

- 

26(-) 

United Front 

174 (28 6) 

98 (20.9)) 

Others 

41 (191) 

24(17.3) 


Nou: Though the table is not exhaustive it 
nonetheless exemphnes the irend. 
Figures in the parenthesis indicate the 
percentage of voles secured 
F Major allies of the BJP include the 
AIOMK of Tamil Nadu with 18 seats 
and the Samala Party with 9 seals. 

* Congrcss'inaiorallyistheLalooPrasad- 
led Rashtnya Janata Dal with 17 seats. 

** The United Front was a loo.se coalition 
of 10 parties with two major partners, 
namely the Left Front and Samajwadi 
Party that won ^ 1 and 20 Prltainentary 
seats respecuvely 

Stmrt e Computed from We u Bengal A Spei ial 
Number on the 12th Lok Sahha 
Ele<tion\, I99H. department of 
information and cultural affairs 
government of West Bengal. 1988, |q> 
89,91-112 

TaBIf2 CoMFARAHVF PlRFOKMAWtOf 
PoiintAi PariiemnTirmsofSfais Won in 
1991, 19% AND I9<>8 Lux .Sabha Pou 


Name of the Political .Seals Won 


Parties 

1991 

1996 

1998 

Indian National Congress 

05 

09 

01 

CPI 

01 

(U 

0.1 

CPI(M) 

27 

21 

24 

RSP 

04 

04 

04 

FB 

01 

01 

02 

BJP 



01 

Tnnamul Congress 



07 


Note. The leading partner of the Left Front 
coalition. CPI(M) contested 12 Lok 
Sabha seats winning 24 seals An 
interestingoutcomcol the 12th national 
poll in West Bengal is the inclcunc rise 
of the BJP which had won the Dum 
Dum scat and came second in as many 
as ten Lok Sabha constituencies The 
other remarkable feature is the success 
of the newly emeiged Mamata Baneijee- 
led Tnnamul Congress which captured 
seven seats and held second position in 
terms of number of votes in its favour. 

Source: Computed from the figures, available 
in West Bengal A Spet tal Nuuibei on 
the 12th Ijok Sabha Genera! IJei nous, 
19911. departmeni of mfonnalion and 
cultural affairs government of West 
Bengal. 1998, pp 92-9.'i 
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the rural areas in partieular ~ its land on a rather unacceptable treatment meted withouteflectiveStlppoitbase)'*'intovotes. 

rcloini nieasuics. the letristration ot out by the national leadership of the Whereas CPIfM) got 2 per cent less votes 

sharccroppeis lopetalion barga). the Congress towards the most popular in comparison with its share of 49 percent 

panthavati system - has iisheicd in a Congress leader in the state, Mamata votesinl996,thcshareofitsothercoalition 

sigmliLaiii puHess ol ladital changes m Baneijee. the new political formation paitners.CPI.ForwardBkKandRevolu- 

thcpoliticallavoiiiol the state *'* Although suceecdedintranslalingthcvindictivencss tionary Socialist Party, diminishes to the 

theeiiac(ineiiioHhe71idAmendment Act olthcceiUiallcadcrshiptwhichuphcldthe tune of approximately 5 percent within 

isasignilicam steptowaidsievampingthe mcwsoI those provincial Congress leaders a span of two years A constituencywise 

panchayaii institutions in the counliy. the 
Lelt Front iiiiiiaied the pioi ess as eai ly as 
1977 KOby giving panchasats suhstantial 
powei loi lotal tievelopiiieni Since the 
piograinim-s loi poveity alleviation, 
sponsoied b> Mew Delhi oi other agencies 
have been closelv supeivised thiougli the 
paiiy hici.iiitiv ihev aie beitei iinple 
ineiiied in West Bengal than in any otliei 
slates Stull a supeivisorv role has 
developi d and siisiaiiied a constant inter 
action vv ilh Itu pi opie ai glass loots vvhic li 
inwruliii aiiounisloi the consolidation 
ot I ett rloiii iniuial Bengal huitheimoie 
with IIS long liadilion ol political mass 
inohilisaiion and snuggles in champ 
loiiing the cause ol the woikini' class 
uiban and i ui.il vv oi kei s. the pooi pcMsaiils 
and the middle i lass emplovcos the I elt 
Fionl has not onlv sustained hut also 
giaduallv expanded its organisational 
network within the state The CPKMi's 
relontiisl oiientation has enabled it to 
pursuesome ledislnhiitivepiogrammi's ''' 
without Itiiidamenially alienating pnipcTty- 
ovvning pioditlivc groups 

A liMVMvi Lxei/vsviioN III 
Pol 1 Ri St I IS 

Ihe uiitnleiiuptid lule lor 21 years by 
apopulailv elecledl eltl lontcualitionlecl 
by (TM(Mi within the hroaclei socio 
ecoiiomii lonsiiaint ol a transitional 
society and India s lecleral siiuciuie has 
lew parallels even icnlav As a political 
ariangement Ihe coalition continues to 
leniain viable ilioueh the loss ol nine 
piirliamenlaiy seals is too signilicani to 
wish It iwav One general explanation 
draws upon the aiiti-incumbency lactor 
which laigelv .iccounts lot the massive 
leveisal in Rajasih.in Madhya Pradesh, 

Tamil Nadu and Mahaiashira (T.ible "i) 

Only 2 piT cent loss ol popular voles may 
not prove the contention when as sub 
stantial as 47 |iei cent voies aie clearly loi 
the let! coalition What it howevci 
dcmonstr.ties is the laihite ot the ruling 
parties III powei to elleclively piojecl its 
sincerity .uukommiiment to those in urban 
areas Plus is well deriionsiiated in voting 
ligtires lioni ralcuiia and its vicinity In 
tact, the diastic leductioii ol Congress 
voies(jlinostbylwo-lhirds)is what largely 
explains the dramatic pci lormance ot the 
Ti inamtil C'ongicss in the poll By harping 



It you aie interested in people and processes, handcrafted 
products. & out-ol-the way places 

Dastkar 

a icgistcrcd society for crafts & craftspeople, working in the 
development sectui since 1981, is looking lor 
an 

Executive Director 

who will be responsible lor both administration & 
piogtamining coordinating Dasikar’s piujccts and activities 
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aittlym, a$iAlN>ie6, oflRifs abottar grasp 
()f the Miuation hy underiinfng 'the swing 
factor' that (ietermincd the poll outcome 
As IS evident, the reverses came mainly 
in the Calcutu urban area and its outskirts 
Out of 42 seats the Left Front coalition 
gained in terms nt voles only in eight 
constituencies which arc primarily rural 
Not only weit the three Calcutta scats lost 
to the Irinamul Congress the rout of 
CPKM) in the ‘heartland* ol urban indus- 
inal centres DumDum Howrah Jadavpur 
and Snrampur suggest that the working 
class seem to have withdiawn their support 
as well How does one account for this 
pattern in the poll outcome' Several 
lenlative explanations can be offered 
I irst wh.u piohahly affected the urban 
siiisibilitics most sciiously is the ii 
responsible utterances against Vfainata 
Banerpe as being a 420' a cheat and 
a liar a fake doctorate tiom an octo 
ecnari.in palriaich like Jyoti Basu The 
campaign look piobably the most uglv 
turn following the tlliance belween the 
liinamul Congress and the BJP when 
Vfainaia w is». vhibitcd in huge b inncrs in 
south Cilciilt I as hasine a soil of illicit 
atfaiis with Atal Behan Vafpayce and 
L K. Advani of the BIP who are eloping 
with hci ' Similarly the CPKM) s 
characieiisation of Ihc BIP as barbaric 
beastls ind uncivilised did not take the 
r rout anvlurthc'r III the absenceof aclearlv 
spell oul political programmes to counter 
the so c died anti secular beigey I venihe 
gi issrooispaily workers exprcsseddisniav 
ai the w IV Ihc leadership conducted the 
poll campaign Inste id of explaining the 
BIP IS a pilenomenon and the probable 
consequenees eil a BIP government m 
Di Ihi the siialcgv ol iiieic verbal 
e istig ition w IS certain to fail in Calcutta 
and Its ouiskiiis where the most articulate 
and politic ills aware section ol the 
Bengalees live "* 

Seeondlv an equally significant factor 
was the detc rioration of civic life m urban 
areas which seems to have been aggravated 
by the rapid decay ol transport particularly 
in Calcutta and severe crisis of clcctiicily 
and potable w ater m its outskirts It is true 
that Ihc impioxi'mcnl of tmnsport and 
power gcnciation plants involves costs lor 
which the I eft Front government has lo 
depend on centre sdiscrclion and therefore 
no diastic change can be made without 
central government s concurrence How¬ 
ever justified IS Ihc blame on the centre, 
a majonty of urban voters seem, as the poll 
results illustrate unwilling to attribute this 
entirely to the central government 
The situation is equally dismal in several 
other most important aspects ol social and 


poHtic«J)ilb,name^.heiditiandedtication. 
Dest^le go^ doctors and other health 
workers around, the decay in the baste 
services is appalling Moreover, the 
growing practice of according pnonty to 
those with recommendations by the local 
party activists for treatment in the 
government hospitals alienated a large 
number of committed voters, leave alone 
non-committal ones, who found, in this, 
a deliberate effort to marginalise those 
opposed to the Front''' Moreover as the 
confirmed party sources suggest the Left 
front policy of completely eliminating 
I nglish up to Vth standard contributed to 
the erosion of its support among the urban 
middle class ^ Even as regards recruitment 
of teachers, from pnmary to the university 
level incnl is a discount and what appears 
lo be dccisi ve in most cases is the apptoval 
of I he C'PKM) high command i n the state ’' 
The gradual dccav of civic amenities 
hkeinaintenanccot roads rcgularcicating 
ol siicct garbage also consolidated Ihc 
opposition to the Front in urban areas 
Neither the Calcutta corporation nor other 
municipal bodies in the outskirts ol 
C ilcutta made anv signilicani impact on 
the minds of urban voters as significant 
and cl Icctivcci VIC institutions A shocking 
c sample of utter carelessness is the tragic 
death of thiee year old as a result ol his 
I ill in uncovered manhole on a Calcutta 
load and the widely reported statement ol 
the concerned minister belonging to the 
f PKM) blaming the mother ” 

Thirdly one of the persuasive reasons 
|oi the diminishing popularity ol the 1 ctl 

I ront government is certainly its failure 
lo iccomplish the promised industrial 

II surgcnce in the state Notwithstanding 
open invitation to the MNf s following the 
adoption ol a highly liberal industrial 
policy the inability ol the Front 
government to reverse the indusinal decline 
or even lo milig.itc the stagnation alter 
more than two decades being m power has 
caused sciious discnchanimcnt with it 
iiiKing a large section if urban population 
The nodal agency lor industrial re 
generation. West Bengal Industrial 
Development Corporation (WBIDC) 


hcftded by CPI(M) MP. Somnttth 
Chatteijee, has apparently failed (o bnn| 
about any noticeable impact on thb 
indusinaf front The funfarc with which 
the WBIDC was hailed was short-lived 
since till March 1997,18 of the 26 projects 
were shelved after having spent almost 
Rs 12 million During 1996-97 the loss 
of the corporation was as much Rs 120 
million though its chairman did not stop 
undertaking expensive foreign visits 
presumably to attract the MNCs to the 
state Furthermore the industrial scene 
IS equally devastated due lo reasons 
connected with mindless crude eco- 
nomism engineered pnmanly by the 
CPI(M) leadership far Itom industrial 
rejuvenation m the slate frequent closure 
of lactones and consequently retrenchment 
of a laigc number ol woikcrs ercKlcd the 
support base ol the left coalition 
substantially In such a milieu the 
comfortable BJP victory in an industnal 
suburb like Dum Duin dw s not seem to 
be astonishing 

fill PkoSIK I Oh Mil CoAIITION 

Although the overall electoral 
pcrformanc e ol the I cit Front m the urban 
areas may have indicated its decline the 
victory in a maioriiy ol the lural 
constituencies has nonetheless con¬ 
clusively proved otherwise Ol the two 

TvBif4 IJriiiM Ol Lii r rnosi Votes 
IS 111 ST III M Lot. Smiiu C ossiiri rsn v 
(Asmmri vwim I 

1 1 tiir\ III pen enuiiiei 


Assi mbIiLS 

r 

i 

3 

( ongresv 

BJP 

K i| irh U 

S X 

12 9 

1-16 9 

Kh ird ih 

7 2 

tl a 

*^40 2 

P inihait 

9 7 

!■> 9 

M7 0 

K.imarh ill 

(i X 

il X 

41 ^ 

K ir in igii 

6 

.S2 

42 1 

Hum Hun 

II 7 

15 4 

412 

bisl Bclgichii 

7 9 

16 6 

45 6 


Soiin I ( ompuicd froin live (iguics availaUe , 
\n We\i Hi ni;til A Spn ml Number on ■ 
thf 12th Ink StibhiiOniiiiilLlnlioiut, 
IWH (icpariineni ol inlomiiiton ind 
cultural allairs govcnuiKnl ol West 
Bcngil 1998 pp65 


lABIf t COMPARAHVI PlRKIRMSNrt Ol VaRIOI V PoiirUAI PvKIItS IN l‘' 9 l |996 ANI 1998 

UiK Sariiv Poiiv 

(\oir\ IIIpenentu^ei ; 


Year 

CPKMI 

TC* 

INC** 

BJP 

( PI 

PB 

RSP 

Twi 

15 2 


16" 2 

117 

17 

17 

45 

1996 

16 7 

- 

40 1 

69 

18 

14 

48 

IW8 

16 8 

2^ 1 

152 

10 2 

16 

1 1 

4 5 


t 


hou * Tnnamul Congress ** Indian National Congress [ 

Siiuri e Adapted from the tabic available in Wett Hemiol A Spei ml Nun 1 11 on tin I2ih Sabbl^^ 
Cieneral Elfilmn% I99H department of infumiaiion and i ultui il iliirs government 4^ 
West Bengal, 1998 pp 88 


32J?C^ 


Bconomic and PolitKal Weekly Do^mbei 12, 1998 



predominantly rural seats, Maldah has 
traditionally been a Congress stronghold 
area, while Barasat which has been held 
by the left inthe last iwoclectionsindicates 
an erosion ol its rural support. But given 
the humber ot seats retained by the 
coalition, the Barasat result is indicative 
rather than a .substantive trend. Whatever 
the explanationofthis particular outcome, 
theovcrall results in nirai Bengal definitely 
demonstrate that the majority of rural votes 
are still with the Ixift Fnint. Here comes 
the succe.ss ofthc left agrarian programme^* 
cmphasisingdislribuiion of ceiling-surplus 
land to the landless Operation Barga and 
supporting ngiieultiiral wage movements. 
Furthermore, the introduction of a new 
popular institution in the form of the three- 
tier panchayali system involving partici¬ 
pation ot political parties led to qualitative 
changes in the altitudes and self-confidence 
of the majority of poor, landless, low caste 
peasants .and agricultural woikeis in their 
day-to-day interaction with the wealthy 
and landed gentry. Following the 
in.slallalion ol the fell Front government 
in 1977 a ladical change took place in 
.some of the most critical aspects of relations 
between classes in lural Bengal. Tlicrc is 
no doubt that much of what was 
accomplished since 1977 was pos.sible 
mainly because ol the political character 
of the government which successlully 
geared the leeislalive and administrative 
machinery tor the benctit of the largest 
section of the population. 

The deleat ol the Front candidates m 
prednmtiiantly uiban eonslitueneies is 
undoubtedly a |olt to the leadership. Given 
the general trend, it is too early to judge 
whether this jolt is a significant milestone 
in coalition politics in W'est Bengal and 
also recent vie toiy ol ('PI(M) in two’^ out 
of three assembly seals pioves little. But 
the I99S panchayai elections ensuring 
majority ol seats foi the I a’Ii Front indicate 
that the led bastion is as strong as before 
despite the rising consolidation of the 
opposition parties (Table 7). 

That the I'loni succeeded in capturing 
an overwhelming majority reinforces its 
useful role in making the government 
resources available lor the less privileged 
in MKiely. Tins well-organi.sed, reform- 
oriented luling coalition has thus under¬ 
taken a diflerent kind of project in which 
the well-being ol the people is what is 
sought. By sincerely following well- 
articulated social democratic agenda, the 
left coalition lias created a stable con.sii- 
tuency which on the whole has remained 
in tact despite occasional hiccups here and 
there. As a well-organised coalition of 
parties with a clear electoral mandate, the 


Left Fhmt was able to create and sustain 
a cohesive government that itself is unique 
given the failure of other coalition 
experiments both at the centre and various 
provinces. 


CoNCLVUNO Observations 

Except for 18 months in 1975-77, India 
has maintained its democratic institutions 
ever since it attained freedom in 1947. 


Tabi£ 5: Seats Won by Vawous Pouticai. Parties in 1998 w Four States 



Congress 

BJP 

AIADMK 

DMK 

Shiv Sena 

Madhya Pradesh 

10(40) 

.30 (40) 




Kiija.sthan 

Tamil Nadu 

I8(2.S) 

05 (25) 

18(22) 

05 (17) 


Maharashtra 

.31 (41) 

04(25) 



06 (22) 


A'urr Figures in ihe parenthesis show the number candidates, fielded by the.se parties. 

AIADMK and DMK are Tamil Nadu-based parties while Shiv Sena is confined to 
Maharashtra 

Soun t Calculated from the figures, available in HVsr Bengal: A Special Number on the /2th iMk 
Sabha Ceneral Elections. / 99H, department of infonnation and cultural affairs, government 
of West Bengal. 1998, pp 91-2 


Tabie 6; Poij.s CoMPARAnvE Performancr of the U.Fr Front CoNSTin/ENTS in 1996 and 

1998 I^K .Sabha 


Picdoinmanlly Urban 
ConstHuencies 

Percentage 
of Votes 

1996 1998 

Percentage 
of Swing 

Won (W) or 
Lost (L) 

Name of (he 
Political Party 
(left Front 
Constituents) 

Asansol 

46..38 

41.09 

-1 52 

W 

CPKM) 

Barrackpur 

49 54 

46.01 

0.76 

W 

CPWM) 

Calcutta (north east) 

41 93 

.37 26 

0.88 

L 

CPKM) 

Calcuila (north west) 

.1.3.55 

3.3 17 

-.5.13 

1, 

CPKM) 

Calciiita (.south) 

40 14 

.32.95 

-7 18 

L 

CPKM) 

Diiiii Duin 

47.39 

.39 66 

-7.75 

L 

CPKM) 

fiurgapurfSCl 

55 68 

51 81 

-3.87 

W 

CPKM) 

lltMFghly 

49 31 

46.25 

-3.05 

W 

CPKM) 

Howrah 

44.35 

42.54 

-1.32 

L 

CPKM) 

J.idavpur 

46.17 

41.45 

-4,70 

L 

CPKM) 

.Siiiampur 

Predominantly Rural 
Constituencies 

45.87 

40.14 

-5.74 

L 

CPKM) 

Alipurduar (ST) 

53.11 

51 47 

-4 07 

W 

RSP** 

Arambug 

.59.57 

.56.15 

-.3 4.3 

W 

CPKM) 

Balurghat (SC) 

49.02 

48.90 

-0 10 

W 

RSP** 

Bankiira 

56 24 

49.42 

.3.57 

W 

CPKM) 

Barasat 

46.24 

40.83 

-.3.49 

L 

FBL++ 

Basliirhat 

.50 61 

48 85 

-2.81 

W 

(PI 

Behiampur 

48.77 

-44 46 

-4 31 

W 

RSP** 

Hirhhum (SC)* 

50..15 

49.06 

-0.55 

W 

CPKM) 

Bolpur 

60.55 

.59.55 

0.99 

W 

CPKM) 

Bardhaman 

59 92 

.58.88 

-1 04 

w 

CPKM) 

Coochbehar (SO* 

42.22 

43 77 

-F2.4.3 

w 

FBL++ 

Contai 

48 71 

47 80 

-0.90 

w 

CPKM) 

l)ai jecling 

45 91 

44 75 

+4.80 

w 

CPKM) 

Diamond Harbour 

47.17 

45 97 

-0 98 

w 

CPKM) 

):ilpatgun 

48.70 

49.12 

-0 54 

w 

CPKM) 

Jangipur 

44.04 

47.94 

+3.91 

w 

CPKM) 

Jliargram (ST)f 

60.29 

56.78 

-.3..50 

w 

CPKM) 

loynagar (SC)* 

48 17 

48.48 

+7..50 

w 

RSP** 

Ka(wa 

50.46 

49.47 

-0.99 

w 

CPKM) 

Krishnanagar 

45 94 

42 03 

-3.47 

w 

CPKM) 

Maldah 

.18.29 

36.52 

-1.76 

L 

CPKM) 

MathurapurlSO* 

48 to 

46.50 

-0.56 

w 

RSP** 

Midnapur 

56.29 

52.75 

-3.61 

w 

CPI 

Murshidabad 

46.51 

49.96 

-3.46 

w 

CPKM) 

Nabadwip (.SC)* 

46 98 

4.3 04 

-3 94 

w 

CPKM) 

Panskura 

54 82 

54.88 

+0.06 

w 

CPI 

Purutia 

51 02 

51.27 

-1.09 

w 

FBL++ 

Kaiganj 

43.79 

39 76 

-7.07 

w 

CPKM) 

Tamluk 

47 82 

51.24 

+3,82 

w 

CPKM) 

I'tuberia 

49.07 

47.51 

-0.97 

w 

CPKM) 

Vishnupur (SC)* 

.58 14 

56.79 

40.53 

w 

CPKM) 


Note • Scheduled Caste; ** Rcvolulionaty Socialist Party;-l-Scheduled Tribe, f-f Forward Block. 
Soun e Computed from the figures, available in West Bengal: A Special Number on the I2ih Ijok 
Sabha General Elections, 199S, department of infonnation and cultural affairs, government 
of West Bengal, March-April. 1998, pp 83-7. 
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WhtfhwbttfBedtwiiMQHsiloFdefflocr^ 
is its growing strength despite chcoin* 
stances which are not at all congenial for 
its survival, let alone continuity.^ What 
further fascinates the analysts is that 
“despite the steady erosion of democratic 
institutions... flndia] continues to stand as 
the most surprising and important case of 
democratic endurance in the developing 
world’’.^ Elections arc held regularly and 
peaceful transfers of power between rival 
political parties have occurred seven times 
at the central and many more time at the 
state/provincial levels. Since 1967, the 
party that ruled in New Delhi has not ruled 
in nearly half of the states. Since 1977, 
the incumbent governments have repea¬ 
tedly been defeated in elections. Illustrative 
of the extent to which democratic practices 
like elections arc wcll-entrcnchcd, not only 
IS the trend well-set, it has also contributed 
immensely to the consolidation of 
democracy at the gnuss roots. 

The 1998 election is another significant 
milestone in India's journey as a 
democracy. What was initiated in West 
Bengal in 1967 and at the centre in 1977. 
was further reinforced in 1998 with the 
formation ot a coalition government ol 
disparate parties at the national level. In 
a rather volatile situation, it is difficult to 
comment on what shape the present 
coalition shall eventually a.ssume though 
there are clear indications that India is 
heading towards a coalition cra.^” Wc.st 
Bengal is being ruled uninterruptedly for 
the last 21 years by a coalition of left 
political parties that is both “stable and 
mature"” probably because ol an 
acceptable plans and programmes. Not¬ 
withstanding some kind of loose 
ideological alfinity among the Loft Front 
constituents, what has primanly su.staincd 
the coalition is the numerical majority of 
CPI(M) which, with almost two-thirds 
assembly .scats, is able to form the 
government in West Bengal without the 
support ot other constituents. The 
withdrawal of support by other coalition 
oartners, including the CPI, Forward Bloc 
and RSP. shall therefore make no 
Jifference to the dominant patty within 
he coalition. This is probably one of the 
'ormidablc rea.snns cementing the bond 


betweeo, the Mditibn 

parlnm which kitoW'tiMt'tlieir existence 
as political fnces depends largely on being 
associated with the leadii^ party of the 
coalition. For the CPIfM), the decision to 
lead die coalition government stems from 
its commitment to champion the left 
cause.^^ articulated through radical 
programmes and policies involving people 
at large. 

Despite a clear polarisation between 
urban and rural voters, the 1998 West 
Bengal poll results reconfirm the popularity 
of the left coalition at the grass roots. On 
the basis of evidence, it .seems likely that 
what decided theelection was not a positive 
vote for the Trinamul Congress-BJP 
combination but a negative one against the 
state government The formation of the 
Trinamul Congress and its electoral pact 
with the BJP provided a forum for those 
opposed to the Left Front. The forum 
became apparently strong probably 
because of the charisma that had built 
around Mamuta Banerjce. This sustains, 
if not strengthens, the possibility that the 
CPUMI-led front can rebuild its urban 
.support base by paying adequate attention 
to the grievances ol Ihecity-dwellers. Since 
industrial regeneration depends partly on 
the central government's discretion in 
granting industrial licences and partly on 
the industrialist's/or other MNC's 
willingnc.ss to invest in West Bengal, Left 
Front is practically left with no choice. In 
an already handicapped situation, the consi¬ 
stently declining industrial employment 
opportunities and labour retrenchment 
necessitated by strikes and lockouts, have 
tendered the Ijeft Front and CPI(M) trade 
union. Centre for Indian Trade Union 
(CTTU) in particular, unpopular with la¬ 
bour. Industrial population in West Bengal 
comprises one-thirdof the total urban votes 
which is not very significant given the 
massive number of rural votes. The fact 
that the Left Front has retained a majority 
of rural votes despite a wave for the 
Trinamul Congress-BJP alliance, dc- 
mon.stratc.s that the rural masses by and 
large arc still with the left. Therefore, fears 
that the coalition is becoming “marginal", 
much less "moribund”’^ political force, 
do not .seem to be ju.stified by the evidence. 


NoIm 

1 Aral KohH expresses donbt because the BJP- 
led coalition “does not command a 
pariianientary majoriiy, the partners are 
disparate, and, more fundamentally, the BJP 
Itself is trapped between its Hindu-nslionalfsed 
core and the moderation that it mast assume 
(whether sincerely w not) to govern peacefully 
and effecuvely". See his 'Enduring Another 
Election', Journal «/ DtnuK-rmy, vol 9, no 
3, July 1998, p It 

2 The coalition government that came into 
existence in wakeofthe 19% national eloctiois 
did not last long probably becaase of the 
inability of the coalition partners to rise above 
'petty' interests apart from ‘personality 
clashn' that manifested in an ugly form 
following the resignation ot H D Oeve Gowda 
as pnnie minister. While writing about the 
nature of coalition in the context of Indio, 
E .Sndharan draws our attention to some of 
these features likely to plague the coalition 
See his, 'Coalition Politics', Seminar, no 437. 
January 1996 

3 ,See the cditonal. The Telegraph. Calcutta. 
April 17, 1998. 

4 For the first lime since 1977. the CPI and 
CPKM) failed to win a single seat from Bihar 
which regularly returned candidates, fielded 
by ilie communist patties In terms of votes 
polled, the two major coinmumsipaities polled 
only 4 per cent of the popular votes in 1998 
(while their share in 1996 elections was as 
much lU per cent) 

5 The history ot flic coalition of the lett parties 
in West Bengal can be traced back to 1967 
when a tenuous coalition of the left panics 
with breakaway Congress groups formed 
governmeni in the state The coalition 
government did not last long due to internal 
squabbles What followed the 1969 elections 
was similar since the United Front coastiluenls 
also failed to provide a stable coalition 
government m the state The 1977 elections 
ushered tn an era of stable coalition, led by 
the CPKM) with iwo-thirds seats in the state 
as.scmbly Barring ideological considerations 
and an endeavour to try a new expenment, 
one of the reasons lor the continuity of the 
left Front since 1977 i.s iKobt-ibly the numerical 
majoniy ol the CPKM) which is capable of 
fomiing the government on its own strength 
Asa well -organised party with a clear electoral 
mandate, the CPKM) was able to provide a 
stable and cohesive government. Organi¬ 
sational discipline also enabled the party to 
limit elite taciionalism and the clile-initiated 
political conflicts that generally follow For 
a subjective assessment of the situation, see 
Partha Chatterjee. Ihe Prexent Htaunv of 
West Bengal. Ss.iawt in Political Cniiiim, 
Oxford University Press (hereafter OUP). 
1997, pp 190-92. 

6 The (inline is explained as 'oigamsatiunal 
failure* in the local distnci committees in 
Calcutta and ils vicinity 

7 PrafulBidwaihassoughiadetailcdcxposmon 
of the phenomenon of the decline of Ihe left 
in the 1998 eleclioas See his 'Through Ihe 
Looking Glass, Darkly. ', Seminai. no 465>. 
May 1998. pp 24-9. 

8 The Trinamul Congress came into existence 
following the rustication of Mamata Bonerjee 
from the Congress(l) for her alleged anii- 
Congress activities Drawing upon Maiii.-ita's 
emotional appeal as the most firebrand leader 


Tabu 7: The IhSTRiBimoN or Votl< in the 1998 Panthayat Ei.ktions 

iPercentagen) 



Left Front 

Congress 

Trinamul Congress 

BJP 

3ram panchayat 

,«.9 (64,3) 

11.9(26 7) 

20.1 (-) 

7 7 (.3.9) 

’anchayal samiti 

64.9 (72.7) 

9 5 (22 9) 

18.9 (-) 

3.6(1 9) 

lilla parishod 

89,2 (87.3) 

4.3(10.9) 

.3 4 (-) 

0 2 (0.0) 


foie Figures III Ihe parenthesis show the percentage of votes, secured in the 1993 election. 
'outre: The Telegraph. June 2 and 3. 1998; Atiumln Bator Patrika. May I and June S, 1998 
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of West Bengal the party was hailed os an 
alternative to the Lett Front The provincial 
Congress suflertU a jolt when a-s a result of 
split iltM of Us pinmimntmcndicrs including 
Ml ^s iiid MP (uined the Mainata led 
politK ll otillll 

‘> I oi I del tiled exposition of tins lllMge ind 
Its cltiiiivtness m c uncling votes in West 
Ue ii( ll see iii\ I Ik All 1 iiiK Sure Del 
Miliiili Kileilec III Sushlli K lushlk led) 
Kiidliin til III! Mitir Htitiiftit Wiimit in 
I'nhlii \ \ ilion ll f oimiiission loi Women 
New Delhi IV'IH pp S| oh 
III liisleadolin ikingcinpls pioiiuses JvotiHisii 
the stile ehicl iiiinisier iiid the 1 ett Ftont 
It Kiel iitleiil ileil the god (it his aoveinineiil 
IS lolliius The mil ol < til piogiaiiiiiK s is 
lo ill Mile the sutleiin^s «t Iht lllljl ind 
(iih in |H opie mil lo iiiipnue the ir eondilions 
III 1(1 II 111)1 xienl We elo not ehiiii inyihing 
moie isue lit ivs 111 ih It without sliueltli ll 
eh in es III the ot lo eeonoime ordei it is 
liuillspis ll It I hi III! ihout iiishisit ehin t 
in ihi oiiilili Ills it the pt oplc See the 
loiew rtl hv Ivoli B isii in It (I I tnnl 
(i 11 lIHII ll Hi I lillll,lll /nil/ )f IM 
•It piUiiit mol iiiloiin iiion indeiilliii il ill ills 
’oveinilit III it We t Ben il I'lSS pp i ii 

11 I'nrih I (hillei|et Hit Pit nut Hiilii\ nl 
Wi 1 /It lie ll / 1 nil III Pi hill III ( iitiiiMii 
Ol P New Delhi IVI7 pi 111 

P KossMitli k huh mC iiiiiiiiiiiitiii 11/ntniluHi 
(III ll lull I Hill limitiiiii iitihmili II Ol P 
New Delhi l‘»'M p ■>)>) 

I' Stippi Mill the etilltniion Ross Milliek 
sliiivl) II iiesihii IW |iihneilhei s lei ilisni 
mire ipii ihsiii destlopine West Benral It II 
eeon unit ills hi hind in ire il\n iinie business 
iiltnlid stiles ( oiniiinnlst work methods 
h id iiiitliiiiiineil soei ilisl indt ipil ihstdese 
lopiiKiil holh ll sthleh lequiied pi'HltleliMls 
itloiiii iiid ellieieni dine ilion ol lesoniies 
util I Ihni tieeloiil p Ilion ve See Ins 
/)( I / jlltlll I 1 III! Illllllllll\l(ill\l III 
HU ll ir//(tiet/i <//(( /'//’ < inihiidce 
t ni el ilvlit (heidteill Pi IW) p2l'l 

14 III I Mipilhtlit leeoiinl (I the 1 1 ll f lont 
iidi el Mtil Kt till III nil 11 Its mill 
/)/!( iiliiii ll ll I \ ( nut 11 fit iinilli hl\ 

(IIP ( inihiidgt 1W| pp Vs?‘Ih 

15 file hesi Ihoiieli slightly dated leeoiini t I 
Ihe redisiiihulist piogi inlines is nlituliled 
in \nil Ki hli tin \tiiii iiiitl/ im ii\ in huh i 
lliiliiliii 1 /Ai/iiiiii (IIP I iiiihiidge lyhT 

|h Tilt tIteisKii ll lilt Sit II nil Kesiriled 
( iiijies'hi^h oniin indtoendorsethe Mews 

II ihost who held positions in Ihe Beiigil 
I It vinei deon ress irtie id iledihe dt \ isl iiini 
ind ihs Kills eonseqtit nees ol th i, e old 

III lion disniw ilhiii ihe si ile linil d Ihe p)ii> 

I MKinii^ Ihe Ml w ol III elli live ( oni'ixss 
le Kiel likeM nil it iB UKi|eei 11 ilarge nuiidxi 
dsuhsiinti ll issues ineliidingthepripirilion 
ol the eleitioii ininileslo nnd seleetion ol 
t indidiie lor the I'PIK I ok Sabh) poll Ihe 

enti ll It ideiship eoinpletely inisa id the 
nil 111 n III Wesi Bengd in nhieh ihe puls 
filed well 111 Ihe 19*16 ileellon 

i7 fven soliH t f the h iideoie C PI(M) letlvists 
le ivi done sMiipitlnsers eondeiiined Ihe 
lieison d sililit ili iiol M imil iBaner|et wlui 
iKser indill ed in |Krsoiidly illuking hei 
|Kill op|Kinenls flv. pioinineni d idles I In 
lilt^iiiph ll ndish) and Antintln Hn iii 
Piiliihi (Rengdil ta md i eonstituenev tor 
Main ila hy t onsi mils harping on Ihe insult 
nutedoiitto 1 1 alywhieh had seriously h iiined ’7 

the hh itli link sensihililv 


18 bi my personid interview with those Front 
aetivMx involved in the campaign this point 
was Lonstanriy hammered Thatihe leadership 
did not lake the urban voters seriously affected 
further their sensibilities which probably was 
iianslaicd into votes against Ihe Front 
e iiididalcs 

I ) Lscii a syinpalhclic Bengali daily UkeAtijkal 
warned Ihe From of ihe probable senous 
eonsequenees of politicising health service in 
Ihi stale *M.c cditunal of Aoyifr// February 16 
and April 2T l</9g 

’0 Ptiiple 1 fitiHin itiiy weekly organ of the 
(PIlM) April 18 1998 
’’I I xpressingdisgusianddismay alargenumber 
111 leidemies who ire otherwise onenled lo 
Ihe lell and lell radicalism on condition of 
annonynul) eonliniKd the extent to whtih 
Ahinuddin sin el the address of Ihe CPKM) 
ptiivineiil headquailer iniervcnes m every 
ippointiiient in si hoof colleges and even 
tinisersilits Mv inteiview with them Idunng 
die ( III) piriol Kbruary 1998) dsiireinfuFees 
the ir’umiiil Ihil hy dehbeiatels loltowmg 
siieh 1 poliey Ihe party inns at creating and 
eonsolidiling 1 long listing suppoit hise in 
the stui AIiihisI on re gular inlet v ils tliere art 
irlteles met ediloruls in Ihe le uhng dailies 
like lilt /e/t I,'o/di (English) I he Sliilt \intin 

11 nehsh) \niinilu Hu iii Ptilrikti IBengMh) 
undt I linuing Ihe de vaslaling eonsequenees ol 
hijsed ippointiiieiits in ihe itliiealinnal 
inslilulions 

Instead ol expiessini ngret over iIk ile ilh 
mil owiiine resiKinsibihly lot ihe liilure of 
Ihe etirporilinn lo lulld y nonnat eivie duty 
ol keeping all Ihe manholes in the eily eovenrd 
Ihe ininisler for munieipil if fairs ind urban 
developiiie titehieied Iht mother lor not having 
lirnil) held ihe ehild s hinds fhis well 
puhhelse J style iiK nl itlribuled to Ihe miliisle r 
w IS nevtr lonir idieied See tin feherti/i/i 
lehiiiu) 12 1998 Aiiiiiiihi Hu iir Pull till 
fthiiiirvl2 1998 Iht Sitiltnniii Pehiyiuy 

12 1998 

f See lor detiils K inypl Disgiipta West 
Htngil hulusiriyl Development Polity A 
( iilit ilViiw himiiimt iintlPohlutil^iekh 
ihtie dll r hPWl July 29 199*! 

'*4 Soninalli ( hilteriee s friqui nl loreign visits 
mJsigningot iiieiiKirandumol undersl inding 
iMOl'le imed him i litleol iiiotkery MOD 
( hilteriee by Ihe l(H ll press For delyils 
ol ihe loll of WBIIK see Lesenjit West 
Bengd (iryss Roots Re ihliesConfronI left 
honl IPW Much 21 27 1998 p 644 
s I II the 67 units th il suspended Iheirnperalion 
duiing the peiitxl I9*is 97 as many as 29 
mills win, closed in 1997 alone Set Lseniit 
(1998 644) For a enlieal exposition ot Iht 
lole ol ihu l,ell front giiveinmcnt m the 
industrial see lor see Ross Mallie k Heiehp 
mini Piihi\ ol u (oinmuniil (nnimment 
Hi \l Hfiif,ul Simr 1^97 CUP 1994 chapter 
S (pp 171 2121 

26 While ehaiiing out Ihe agrarian polity Ihe 
Pi opif (kk nun lui \ ydumbralcs die following 
piograinnies as niosl importynt for rejuvenal 
ing (he rural masses Vigorous imple 
ment Ilion ot land reforms disinbuhon of 
I ind lo the tillei breaking of land euneent 
I Ilion eineellitionoflhedehlsofagneullural 
woikers ind poor peasants le'inunerativc 
proeess foi peasants produce cheap credit 
md subsidised inputs for peasanis Sec 
I tuple I Ofininriii\ November 18 1984 
TIh. by eleelion was held in June 1998 in 
which the CPI(M) candidates won in 


ChaitdiiAia and Bowbacar altembly 
consntuenciea white the Tnnamtil Conpew 
captured the Roshbehon seat The CPKM) 
wrested the Bowbazar mru (a north Cateulta 
consniuency) after a gap of 16 years but 
recaptured Chanditala in Hooghly which it 
had lost to the Congress in 1996 Mamaia s 
Tnnamul Congress had to be eomcni with 
only one seal - Rashbehan in Calcutta The 
Congress was relegated to the third position 
in all the three assembly eonstituenctes its 
lomfortable victory in Bowbazar ind 
Chanditala in which Muslims constitute about 
4S per cent of the populatuin reeontinns the 
minonly support for the From government 
barring taeiionai squabbles within the 
rnnamul Congress that largely made Ihe 
Mclory of Ihe (TPKM) candidate possible its 
success m this eonsiiiueney ai iHb heart ot 
Calcutta also roughly mdieaies the growing 
aceeplanceoftheMarxisIsbylheeity elwellirs 
Seclordciails The Pelt i;ruph Iune28 I99S 
ind The Sliiliwuin luly I 19*18 

28 Aeeording to Ihe dominanl trend in di moer ilie 
Iheoiy poverty widespread illiteracy and i 
deeply hieiorehieal soei il strueture are 

inhospiiahle conditions for the lunetioning 
of demoer ley Yet demoerai v Ihiivcs in India 
quite eonsistenllv See Biriington Mixin 
Sin ml f/rni/ir ol Pit tutorship untl 
Peinoi nil i / ordtinilPtasaiils in Iht Mtikinv 
of Moilfin World Be icon Press Boston 
l*)96 Samuel Huntington Pohtn tilOidri in 
Chunniin Soiifiiis Till University Piiss 
New HeyVI n 1969 Alul Kohli Demin iui\ : 
iinil Pitiimteni India \ (iiiniitif, Ciisis of 
<ioii nnihifm CUP (ainbridge 1991 
Ayesh I Jyl ll Demoi lilts unci 
Aulhoriiuriiintini in Soulh Atm t 
(omptiiiilise iind Hittorual Piispttlisi 
CUP Cambndge |99*i 

29 Larry Di imond Ju in J 1 in/ met SMI ipsel 
(eds) Ptimnriii i in Pe\ eloping ( ouniries 
sol 4 (Asm I vnne Runner Bouldei 
Colorado 1989 p I 

40 V P Singh who headed a enililion 
(’ovenimeiil y( Ihe centre that I isted loi two 
ye irs (1989 91) pointed nui this in an 
interview wilh (lie press expressing doubts foi 
my single party lo win a simple inajonty in 
porliamenlinlheneai luiure Hence he hopes 
that political parties will gryduilly evolve i 
coaliiion culture ind not the son of 
hnnkmmxhip as we set now which relit els 

I tonfroninlionisl era ol polilies in (his , 
eountry See Phi limes of India New Delhi 
Siplembei 8 1998 

41 Appreenimg Ihe Ij,Ii Fioni gosemment lor 
heingsiibleandinalure Smghhowtver wyms 
ot the adverse eonsequenees of a situation in 
whiih Ihe dominant paity lends lu buldo/e 
ulhcrs Set limit of India Seplembci 8 
l<)98 

42 While explaining Ihe obiei live of the coalition 
(when Ihe f PKM) itself toiild have formed 
Ihe government in the state) Peopu s 
Denuh rai i hailed the eoahtion gov miiKnt 
under the ( PKM) sitwirdship as iht be*sl 
example of unity drawing upon more or less 
similarkindsofideohigitalhelitt SeePenp/e « 
PemtHruis November 11 I98S 

44 With Ihe vitloiy of the Tnnamul ( ongress 
and BJP candidates from Ciliutta and iis 
outskirts The Teleifraph tell that the process 
ol making (he CPKM) and its loalilion 
partners marginal and eventually 
monbund was imitated SoePhtTeltgruph 
July 40 1998 
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LETTERS TO EDITOR 


Nobel Prize for Economics 

APROPOS C S Dcshpande’s objection 
(November 21-28) to my statement 
(November 7) that the Nobel prize for 
economics has served on the whole to 
legitimise a particularly conservative straiHl 
of ’mainstream’ economics, 1 would like 
to explain my position. I do so because 
1 think the issue is of significance. 

I do not care whether Richard Kahn or 
Joan Robinson, as persons, got the Nobel 
prize What concerns me is that the theo¬ 
retical tradition to which they belong has 
been systematically neglected by the Nobel 
Committee. Indeed, it is not only the 
Keynesian tradition that has been discrimi¬ 
nated against, but all traditions that show 
any cognisance of the systemic limitations 
of capitalism There has been no single 
Nobel awardee for instance Whose cited 
(or even essential) work has been ba.sed 
on a recognition of the exi.stcnce of invol 
untary unemployment (Lawrence Klein 
is no exception; when awarded the prize 
he had moved far from his book The 
Keynesian Revolution and his years with 
the Communist Party). 

The anti-third world bias of the Nobel 
Committee that I wrote of is not a separate 
matter but is linked to this. Di.stinguished 
economists from the third world who have 
done meaningful economics have, not 
surprisingly, shown a degree of awareness 
ot the systemic limitations of capitalism, 
and this I believe is anathema for the Nobel 
Committee. Deshpande’s jibe that Kahn 
or Robinson getting the prize would not 
have removed the so-called anti-third world 
bias of the. committee, therefore, misses 
the point. Incidentally, the flowering of 
third world economic- theoretic traditions 
like structuralism is a direct result of the 
Keynesian Revolution. 

The complete ignoring of the Keynesian 
and other heterodox traditions by the Nobel 
Committee is a fact. The only questions 
that arise are; 

(i) Aie these traditions signiHcant enough 
to desfetVc nblicd? is there an ideologi¬ 
cal bias that underlies therp’beiitg Ignored? 
(iii) Why should we bother about it 
at all? 

Let me take these seriatim. i 
(i) For me (eveti^ though I am itot a 
Keynesiith) the Keynesian Revolution 
constitutes the most significant intel- 
'lectuai event in the worfd of academic 
economics tit,the ,20tH ceniur^j aiid 
Kahn's work on the multiplier,the" single 


most consequential theorem. Those 
who do not recognise the worth of 
Keynesianism must believe that involun¬ 
tary unemployment is not a serious social 
problem, or that, even if it was in some 
distant past, it no longer is. Anyone who 
believes this however is hopelessly ideo¬ 
logically blinkered. 

(ii) Ignoring the entire Keynesian (and 
Kaleckian) tradition therefore cannot just 
be an oversight, on a par with ignoring 
a Baumol or a Hahn. It is clearly an 
ideological act, and this is borne out by 
the fact that Friedrich von Hayek who had 
intellectually challenged the Keynesians 
in the 1930s, and that too unsucces.sfully 
(see Sraffa’s review of his Prices and 
Production in the £7), was resurrected for 
the Nobel prize. 

This exclusion of heterodox and critical 
traditions on ideological grounds is tan¬ 
tamount to an effort to establish the ideo¬ 
logical hegemony of a highly conserva¬ 
tive 'mainstream' tradition. To say this 
however docs not imply that all the Nobel 
awardees have been unworthy. Indeed it 
IS perfectly compatible with a situation 
where every awardee is worthy of the 
prize: the ideological biasoperates through 
exclusion, so that honouring a large 
number of technically outstanding econo¬ 
mists is not precluded by it; what is more, 
even the subset of explicitly ideologically 
conservative economists actually 
honoured may still be deserving of the 
prize because of their outstanding 


innovativeness in the realm of conserva¬ 
tive ideology. 

Consequently, both the points that 
Deshpande makes against me, namely (a) 
that many worthy economists other than 
the Keynesians have been ignored, and (b) 
that every awardee is a prominent front- 
ranking economist, are quite irrelevant to 
my argument 

(iii) One bothers about ail this only be¬ 
cause of the sway that such conservative 
ideology, which does not even recognise 
involuntary unemployment, comes to ac¬ 
quire through the imprimatur of the Nobel 
prize. How successful this imprimatur is, 
is shown by the fact that Deshpande and 
many others like him actually believe that 
third world economist.s have been excluded 
because they are not good enough. To 
make us believe that the work of a Raul 
Prebisch or a Bhabatosh Datta (whose 
Economics of Industrialisation was a 
pioneering book) is inferior to that of a 
Theodore Schultz is what the ideological 
thrust of the Nobel prize is all about. . 
Judging by Deshpande’s letter, this thrust 
is succeeding remarkably. 

I feel more pleased than almost anyone 
else at the recognition of my teacher 
Amartya Sen’s work, but I would not let 
this 'happy occasion’ obscure the ideo¬ 
logical nature that the Nobel prize for 
economics has displayed till now. 

pRABHAT PaTNAIK 
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A Touch of Responsibility 


T he bills to set up the Insurance Regulatory Authority 
and to amend the Indian Patents Act, both now before 
parliament, are major economic policy measures which will 
in due course change arrangements long regarded as holy 
cows. At the same time, the developments leading up to their 
introduction in parliament have also significance for political 
processes important from the point of view of the woricing 
of the country’s parliamentary democratic .system. 

The two bills have necessitated an uncommon amount of 
discussion and persuasion in both the BJP and the Congress, 
the piincipal parties in parliament. It is well-known that it 
^has taken a great deal of effort on the part of the BJP 
leadership, trom prime minister Atal Behan Vajpayee down, 
to convince the party’s MPs of the necessity for the two 
enactments. It is not surprising that this should have been 
so, for the BJP till the other day haij held positions on these 
subjects, including in its manifesto for the last Lok Sabha 
elections, which were precisely the opposite of those embodied 
in the Items of legislation which as the leader of the ruling 
coalition at the centre it is now seeking to pilot through 
parliament. The ordinary party MP can hardly be blamed 
therefore for being thoroughly confused, just as organisations 
such as the Swadeshi Jagran Manch (SJM), which had 
regarded themselves as the BJP’s conscience-keepers, feel 
they have been suddenly cut adrift. BJP ministers and party 
leaders have therefore had to sweat it out explaining the 
. virtues of the proposed policy measures and dispelling the 
tears of party MPs and activists. 

The situation in the Congress was rather different since 
the legislative measures initiated by the government represent 
policies official ly espoused by die party as part of the economic 
reforms initiated by it. Nevertheless it has been evident that 
the party leadership’s position on neither the qiening up 
of insurance nor on amending the Patents Act has found 
unanimous acceptance among the party’s MPs. Of course, 
the differences have had a good deal to do as much with 
leadership rivalries in the party as with divergence of views 
on the political strategy and tactics to be adopted in relation 
to the BJP-led goveuament. Thus there are those who do not 
see why the Congress should bail out the BJP by getting 
the bills introduced by it passed by parliament. While these 
considerations have certainly been material, it is a fact that 
a sizeable section of Congress MPs have had misgivings 
about the merits of the insurance and patents bills and, like 
in the BJP, the Congress leadnship has had to call meetings 


of party MPs, with party president Sonia Gandhi presiding, 
to persuade them of the party’s position on the proposed 
measures. It is interesting that one cannot readily recall 
similar efforts by the party leadership in the early 1990s when 
the then Congress government had initiated major economic 
policy changes. Instead it was customary for the government 
and party leaders then toclaim airily thatthere was aconsensus 
on the economic reforms not merely in the party but in the 
country as a whole. Against the background of the largely 
nominal character of discussion and debate generally on 
important issues within our political parties, the relatively 
serious exercises which have had to be undertaken in the 
last couple of weeks by the leaderships of the BJP and the 
Congress to win over the rank and file of their respective 
legislators must be welcomed, though it remains to be seen 
whether they mark the beginning of a healthy trend or were 
a purely exigent happening. 

The developments surrounding the insurance and patents 
bills also mark something of a milestone in the relations 
between the Congress and the BJP which appear set to be 
the major players in the country’s politics in the near and 
medium-term, irrespective of the survival-span of the present 
BJP-led coalition government. The Congress, or at any rate 
the dominant section of its leadership, has evidently distanced 
itself from the frantic efforts of the so-called third front 
to contrive an all-in opposition to the BJP in die name of 
fighting communalism. On both t^ie insurance and patents 
bills as well as on reservation of seats in parliament for 
women, the Congress has deliberately chosen to part com¬ 
pany with its eager would-be allies and to act in consultation 
and conjunction with the BJP. Of course, as the two principal 
contenders for power at the centre, the Congress and the BJP 
remain implacable political foes. Equally, with an absolute 
majority in the Lok Sat^ still adistantprospect, the Congress 
has go^ reasons to keep alive its ties with, say, the Left 
parties or the backward caste outfits of the northern states. 
But while it must continue to make these fine political 
calculations, the Congress has by its latest polidcal postures 
given nodee that as the principal opposition party it is not 
oblivious of its responsibilides for orderly governance - 
a different performmice altogether from the party’s shabby 
conduct under Sitaram Kesri with the United Front government 
in office. This can only do the party good as it prepares to 
project itself as the party of government in the parliamentary 
elections which cannot be too far away. 
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KJurics 

Opportunity for the Left 

A correspondent writes: 

THE all-India general strike of Decem¬ 
ber 11 may be ihe harbinger of a national 
working class otfcnsivc against the 
economic policies of the government if 
the trade unions and the Left political 
parties ioUow it up with more concrete 
actions. However, it is loo early topreditt, 
on the basis of the support given (o it by 
several opposition parties which were once 
constituents of the Third Front, that it 
would lead to the revival ol that now- 
defunct tront. 

The alignment ol lorces in parliament - 
a.s well asoutside - rules out the possibility 
of a homogeneous Third Front, Parties 
have diMerent stands on various issues 
On the Women’s Reservation Bill, the 
Samajwadi Party t.SP). the Kashtriya 
Janata Dal (RJD) and other smaller parties 
(which aie otherwise allies ol the I.eft in 
their opposition lo economic policies) are 
against the proposal for J3 pei cent 
re.servation lor women in the Lok Sahha 
and state as.semhlies. Ironically, it was the 
Left and Ihe Congress that helped the BJP 
government to table the bill by lending 
theirsupport. Within the BJP, as it is well- 
known, a strong section is opposed to the 
hill. Similarly, on economic pidicies. the 
RSS lobby in the government as well as 
the BJP's trade union fninl. the Bharatiya 
Ma/door .Sangh. are almost at one with 
Ihe Left and the SP and the RJD in 
opposing some ol the measures being 
taken by ihe government. It is significant 
that the government could introduce 
the Patents Bill in the Rajya Sabha only 
with the help ol the Congress, against 
protests from the Left and rumblings 
within the Sangh parivar Again, it 
was with ('ongress support that the 
government could table the Insurance 
Regulatory Authonty (IRA) Bill, despite 
Left opposition and ini.sgtvings ex¬ 
pressed by sections within the BJP. The 
government's decision to disinvest its 
stake in public .sector units has evoked 
prole.st only Irom the Lett and some smaller 
parties. 

It is thus clear that as far as economic 
policies are concerned, there arc no major 
differences between the Congress and the 
BJP-led government. Sections of the 
erstwhile United Front, including .some 
from the Janata Party and people like 
former finance mini.ster Chidambaram, 
generally agree with the BJP-led govern¬ 
ment and the Congress (hat India should 
go the whole hug towards liberalisation 


by opening up in^|or sectors of the 
economy to domestic and intematitMial 
competition. In opposing this drive, the 
Left finds itself in the strange company 
of the 'swadeshi' lobby in the Sangh 
parivar - the Swadeshi Jagran Manch 
and RSS stalwarts (who at their recent 
conclave al Nagpur openly came out 
against the economic policies of the 
V'ajpayee government, accusing it of 
surrendenng to the WTO and multi¬ 
nationals). 

But (he swadeshi lobby in the Sangh 
parivar cannot afford to take its offensive 
lo (he extreme length of withdrawing 
support from the Vajpayee government. 
They will not even organise mass move¬ 
ments against its economic policies. 
Although the BJP's trade union front, the 
Bharatiya Ma/door Sangh, which is the 
largest recognised central trade union 
organisation, has opposed all the recent 
measures (eg. IRA, Patents Bill, dis- 
invesimenl in public sector units, etc) it 
did not join the December 11 general 
strike. While the Congress trade union 
front, the Indian National Trade Union 
Congress (INTUC) opposed tho.se eco¬ 
nomic measures, it too refused to join the 
Left trade unions in the strike. There is 
a gmwing di.sjuncture between the trade 
unions and the central leaderships of the 
Congress and the BJP which control these 
unions. But because of the tight control 
exerted by the party leaders over the 
unions, neither the Bharatiya Mazdoor 
Sangh nor (he INTUC is in a position to 
give leadership to the working class in 
iheir light against the economic policies 
that are being pursued by the BJP and 
Congress leaderships. 

In this situation. Left trade union bodies 
like the All-India Trade Union Congress 
(AITUC), the Centre of Indian Trade 
I Inions (CITU) and (he Indian Federation 
of Trade Unions (IFTU) as well as tither 
working class organi.sations can step in 
and fill the vacuum faced by a leadericss 
working class which is profoundly affec¬ 
ted by a sense of anxiety and bewilder¬ 
ment. Now is the chance for Ihe Left to 
revive its base among the working class 
and reintroduce the politics of socialism 
111 its ranks. 

.SPORTS 

Genuine Gold? 

HAVING for a decade or so routinely 
enquired into why Indian sports have 
been such a monumental failure in the 
international arena, sports analysts and 
writers are faced with a different task 


today. With the suectss, not fantastic, 
but commendable mid creditable, of the 
Indian athletes in the Asian Games in 
Bangkok, has India turned the comer in 
.sports'.^ Or is the medal haul in the Asian 
Games in Bangkok only an aberration? 
And if it is not, just what has made for 
India today fielding not just one or two 
but a number of well-trained and 
accompli.shed athletes in the international 
sporting arena? 

Not so long ago it appeared as if Indian 
sports had had its last hurrah. A Leander 
Paes win, a flash of P T Usha, increasingly 
infrequent, and glorious memories of 
Milkha Singh and Geeta Zutshi were all 
that one had in recent years. Not even 
hockey could raise itself from the morass 
that was competitive Indian sport. The 
nation’s entire sporting intere.st appeared 
lo be focused on cricket, the sole saving 
grace ol Indian sports. 

And yet, recent years have .seen first 
a growing spectator intere.st, and later 
participation in all kinds of sports 
fuelled in part by the media revolution, 
and also by the availability and acces¬ 
sibility of sports facilities, equipment 
and coaches. But *311 this has been in 
what may be called the ‘private’ sector 
attracting (he rising middle class. This 
sporting ’revolution' has left untouched 
the official spurts academies and a.s$o- 
ciations. If there has been sponsorship 
of sports it has been of high profile acti¬ 
vities such as cricket. Many years ago 
when India hosted the Asian Games in 
New Delhi and won a platter of gold 
medals, it seemed (hat sports would 
get a special boost and really take off. 
Nothing like (hat happened, notwith¬ 
standing the noises at the policy level. 
What the Delhi Games and subsequent 
other international meets did was to 
make available sporting facilities, which 
probably accounts for the numerous 
private sports clubs and a.ssociations 
which began to use them. Metropolitan 
newspapers, and to .some extent others as 
well, now give more space to local events. 
In retrospect, this may have given rise to 
greater participation in sporting activities, 
at least in the urban areas. It is possible 
that some of that enthusiasm and interest 
also brought forth talent from (he smaller 
towns and villages. 

In modem times, the triumph of athletes 
in international competitions has been 
seen as symbolic of the success of (he 
particular state, its polkHes and even its 
political and ideological construct. And 
this dictum of a healthy mind in a healthy 
body has been particularly associated with . 
states that have wanted lo ‘prove* the 
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luc^ess of pailicttlar polUwirf kleoiogies 
It tb i thought that recalls the demoniac 
efforts of a Nazi Germany and an East 
Germany but is true even of a USSR or 
a post-war Japan or the US It would not 
therefore be surpnsing that the recent 
Indian triumph m the Asian Games and 
the subsequent enthusiasm of the BJP-led 
« government to push forward a new sports 
policy and set up a sports development 
fund should send a shiver down the spines 
of experienced observcis It would perhaps 
need a more open mindset to recognise 
the real issues here 

For one whatever be the narrow political 
ohiectivcs in striving to pniduce cham¬ 
pions It IS a well-established fact that 
the base of sporting talent has to be 
expanded if champions are to he created 
This requires a dctci mined policy which 
directs attention to encouraging physical 
education and sports at the school level 
ergo not only will schools h ive to be 
betlei equipped but they have to draw 
more childnn and also eventually ensure 
that they are lit and healthy The current 
success which indicates a bettei spread 
of talent - unlike yesteryears India had 
^ more than one participant in many tr<ick 
and lie Id events - m<ty not be an outcome 
of any particular policy of the government 
But il indeed the re were such a policv that 
made foi this m the coming years would 
that be so had' 

Secondly India s hockey gold alter 12 
yeirs (and even more so the Indian 
women s hinkcy silver) is more than a 
matter ol skill and training, it is a triumph 
of the game ovei the murky goings on in 
the illustiativc hockey associations Ihc 
interfciencc of non athletes in matters ol 
training and management ol games and 
in athletics has been largely responsible 
loi the disillusionment about sports The 
caseofUshaisacaseinpoint Introducing 
new training methods is all veiy well hut 
It needs to be done judiciously, keeping 
in mind the individual athlete To have 
forced Usha to reportedly change her 
training methods alter decades of running, 
SIX months or so before the peak athletic 
season can only have been the work of 
bungling bureaucrats 

If a sporting policy and a dedicated 
programme brings order into the 
management of sports not only would it 
leave the likes of Prakash Padukonc to 
focus on training youngsters instead of 
being forced to launch piayer-lncndly 
associations but would encourage more 
talent And in attempting to do all this, 
it sports pnigrammes were to echo a ‘Jai 
Hanuman', exactly what should we be 
worried about’ 


IRAQ 

Sand in US Eyes 

THE western, especially American, media 
was once again on a roll early this week, 
there couldn't have been a better show 
than Desert Fox, on the eve of Christmas, 
when there is intense competition for 
upping station ratings And all at the cost 
ol the US government and of course, 
incidentally the hapless Iraqis Not that 
the stnkes were unexpected The US and 
British forces and the hardware have been 
on the ready lor some time now As the 
British prime minister told the media, it 
only required a 10-minute conversation 
with the US president tor the combined 
tugger to be pulled Even the targets had 
neen identified and the missiles pro 
grammed over a month back So what was 
It meant to ac hieve’’ And was the operation 
precipitately abandoned, or had that too 
been planned’ 

While It would be impossible to obtain 
a clear picture of Desert Fox as yet some 
issues stand out There have been many 
arguments against the sanctions, the foimer 
head of the UN humanitarian programme 
quit m protest over the issue m October 
Neither the threat of yet another confron 
t.i(iun with the US nor the sanctions have 
made a dent on the Iraqi regime It may be 
n called that the UN Special Commission 
(UNSCOM) was set up as an exercise to 
ensure that Iraq was no longer a threat 
to Its neighbours It was the UN secretary 
general's argument that to expect 100 per 
cent di sarmament on the part ol Iraq would 
he seeking the impossible instead a UN 
team would assess the status of its arsenal 
and ensure the dismantling ol particularly 
obnoxious weapons However, the US 
stuck to Its position that the sanctions 
would be removed only after Iraq had 
complied w ith all the conditions imposed 
by the Security Council in 1991 despite 
appeals from Iraq and several other 
countiies It was against this background 
that the UNSCOM arrived in Iraq with 
the mandate of inspecting locations where 
armaments might be manufactured as well 
as examining data on arms to be provided 
by the Iraqi government In effect the 
UNSCOM's agenda was not the limited 
one that had piompted its setting up, that 
IS to ensure that Iraq was sufficiently 
disarmed as to no longer be a threat to 
Us neighbours but to vouch that it had 
fulfilled the conditions imposed by the 
1991 Security Council resolutions which 
had sought complete disarmament From 
Iraq's point of view the UNSCOM was 
a ruse to allow for other stionger means 


of hringtiu Shddttn flossem to his kn^ 
For after alt, as acommentator has pointed 
out in The Hmdu, given that in assessing 
a threat what needs to be reviewed is the 
capability of the foe and not its intentions, 
Iraq under Saddam Hussein will always 
be a threat to its neighbours That the 
UNSCOM inspectors were allowed to do 
the work that they have accomplished 
IS surprising, especially given the 
belligerence of the chief inspector who 
seems, from reports of his press con¬ 
ference, to have been anticipating Iraq’s 
non cooperation right from the begin¬ 
ning Even western cntics have argued 
that Richard Butler has been responsible 
for being unnecessarily provocative over 
emphasising Iraq's non-cooperation The 
Waihmgton Po\t for instance pointed out 
that “based on the same tacts he could 
have said there were something like 300 
inspections and we encountered diffi 
culties in five’ There are many charges 
that Butler s report portions of which 
were released after the bombing began, 
has been fashioned to suit US rather than 
UN objectives 

Also significant is that the US and UK 
have been isolated on the issue of the 
stitkes receiving little support from their 
NATO allies It has been repeatedly 
pointed out that the strike targets did not 
constitute a pattern forsustaincd bombing 
which could have weakened the Iraqi mill 
tanly The attack in fact left the military 
structures in tact and has in tact strong 
ihcned Hussein s position both in the region 
as well as in the UN legitimising his refusal 
to co-operate with what he can now say 
was a biased inspection team Moreover, 
anti US feelings which have always ex¬ 
isted are now likely to have grown stronger 
That the US has been trying to overthrow 
Hussein by attempting to organise the 
opposition in that country is no secret not 
has the effort been at all successful The 
main opposition to the regime in Baghdad 
compnses reportedly Kuidish guerrilla 
groupsinthenorthofthecountry.but neither 
ol the two mam groups want to be asso¬ 
ciated with the US for obvious reasons 
It IS this confusing backdrop to the 
attack that has given nse to speculation 
about US presidentBill Clinton spcrsonal 
objectives in ordering the attack But while 
Clinton was, undoubtedly, at the end ol his 
tetheron thedomestic scene, it would have 
been an absurd option unless the strike 
had been planned to escalate sharply such 
that It involved the direct use of American 
troops, and that could have been resorted 
toonlyifBaghdad had struck back which 
It must have been patently obvious to the 
US military planners it could not 
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CURRENT STmm 


The past month has seen a decderation in the mnation rate as measuied by the WPl. Declines in prices of vegetables (17 per cent), sugar <5 
per cent) and edible oils (4 per cent) have brought this about. Among manufactures, cotton cloth (powerloom) and woollen textiles have come 
down by about 5 per cent each and cement by 3 per cent. However, thete has been a significant (2.7 per cent) rise in prices of primary non¬ 
food articles due to a spurt in prices of fibres and oilseeds. 

Macr(Deconomic In^cators 


Index Numbers of Wholesale Weights Nov 28. 
Prices (1981-82= 100) 1998 


_ Variation (Per -ent): Point-to-PDint 

Over 12 Months Fiscal Year So Far 1997-98 1996-97 1995-96 1994-95 
Latest Previous 1998-99 1997-98 


All Commodities 

100.00 

Primary Articles 

32..30 

Pood Afticles 

17.39 

Non-Food Aiticle.s 

10.08 




« 11V1711 uwu« oitu 

Manufactured noducts 
Food Products 
Food Index (computed) 

All f'oinmodtties (Average Basis) 
(April 4 - November 28,1998) 


Cost of Living Indices 


Industna) Workers (1982=100) 

Utban Non-Man Emp (1984-85=100) 

Agri Lab (1986-87=100) (Link factor 5 89) 


i8.5 

■Eim 

7.9 

4.3 

6.3 

3.8 

5.3 

6.9 5.0 1 

12 4 

1 ^ 

16.5 

2.0 

13.7 

3.0 

5.5 

7.0 5.4 1 

>4.8 

- 1.3 

20.0 

0.6 

18.2 

2.5 

4.0 

9.6 9.8 I 


2.1 

14.1 

39 

9.0 

3.6 

8.5 




Latest _ Variation (Per Cent): Point-to-Point _ 

Month Over Over 12 Months Fiscal Year So Far 1997-98 1996-97 1995-96 1994-95 

Month Latest Previous 1998-99 1997-98 



Money and Banking (R$ croie) 


13.9 

4.0 

11.2 

4.1 

118 

0.4 



Nov 20. 
1998 


Over Month Over Year 


_ Variation 

Fiscal Year So Far 
1998-99 1997-98 


1997-98 1996-97 


Money Supply (M.i) 

Currency with Public 
Deposit with Banks 
Net Bank Credit to Govt 
Bank Credit to Comml Sector 
Net Foreign Exchange Assets 
Reserve Money (Dec 4) 

Net RBI Credit to Centre 
RBI Credit to Bks/Comm Sector 
Scheduled Commercial Banks (Dec 4) 
Deposits 
Advances 

Non-Food Advances 
Investnienis (for SLR purposes) 
Commercial lnve.stmcnts 
&. Includes K$ 17,945 crore on account < 


Index Numbers of Industriiil 
Production (1980-81=100) 


General Index 
Mining and (Juairying 
Manufacturing 
Electricity 


Capital Market 


BSE Sensitive Index (1978-79=100) 
BSB-100 (198.1-84=100) 

8.SE-200 (1989-90=100) 

S and P CNX-.50 (Nov .1. 199.5=1000) 
Skindia GDR Index (Jan 2.1995=1000) 


917620® 
158719 
755245 
.1787.56 
445732 • 
1.35995 
241408 
149848 
18936 

679704 

,3.374.32 

.321426 

249844 

43675 


2.546(0.3) 
-746(-0..5) 
3201(0.4) 
7975(2.2) 
1264(-0.3) 
-46(0,0) 
944(0.4) 
61(0.0) 
1175(6 2) 


1.50013(19.5) 
14487(10.0) 
136907(22.1) 
60467(19.0) 
59164(1.5.3) 
17494(14 8) 
.34707(16.8) 
27292(22.3) 
5I60(.37.5) 


92231(11.2) 
135.37(9.3) 
78643(11.6) 
48137(14.6) 
13542(3.1) 
9426(7.4) 
1517.5(6 7) 
16231(12.1) 
.3654(2.3.9) 


65759(9.4) 

12145(9.2) 

51772(9.1) 

29670(10.3) 

10261(2.7) 

1.3004(12.3) 

6716(3.4) 

1854(1.5) 

.523(3.9) 


12.3451(17.6) 

13095(9.9) 

1100.36(19.4) 

42000(14.6) 

5588.3(14.9) 

21072(20.0) 

26248(1.3.1) 

12915(10.7) 

2029(15.3) 


97841(16.2) 

13829(11.7) 

841629(17.5) 

.30840(12.0) 

31659(9.2) 

233569(28.4) 

5527(2.8) 

1934(1.6) 

-I5.5.57(-.54.l)) 


1995-96 


72581(13.7) 
17577(17..5) 
.5.5042(12.9) 
35.360(15.9) 
51925(17.7) 
3109(3.9) 


19855(20.1) 

8747(43.6) 


.3.3.54(0.5) 120%7(21.7) 74294(12.3) 53I38(10..5) 
2.56(0.1) 48710(16.9) 13.35.3(4.1) I0320(.3.7) 

.32.3(0.1) 44.5.50(16.1) 98.32(3.2) 6072(2.2) 

2022(0.8) 28586(12.9) 31139(14 2) 3074.5(16.1) 
1746(4.2) 13201(43.3) I0391(.32.0) 1I063(.57.0) 


99811(19.7) 71780(16..5) 46960(12.1) 
45677(16.4) 24.386(9.6) 42455(20.1) 

40790(15.1) 26580(10.9) 44938(22.5) 
28192(14.8) 2.5731(15.6) 15.529(10.4) 
13673(70.4) 4412(29.4) 925(6.6) 


of proceeds from RIBs. Excluding these proceeds, the year-on-year M, growth rate would be 18.4 per cent 


Weights Oct 1998 


Fi.scal Year So Far 
1998-99 1997-98 


136.7 1,37.4(3.6) 

118 0 ll5.6(-0.7) 
140.1 140.6(3.8) 

129,5 13.5.2(6,3) 


132.6(6.2) 
116.4(5.0) 
135.4(6.2) 
127.2(6.9) 


Dec II. Month 
1998 Ago 


1998-99 So Far 




1997-98 1996-97 1995-96 1994-95 


5.2) 137.6(6,6) 129.0(5.5) 122.3(12.8) 108.4(8.4) 

5.0) 122.4(59) 115.6(-2.0) 117.9(9.6) 107.6(7.6) 

5.2) I40..5(6.7) 131.8(6.7) 123.5(13.8) 108.5(8,5) 

5.9) 1.30.0(6.7) 121,9(3.9) 117.3(8.1) 108 5(8.5) 


1997-98 _ End of Fiscal Year _ 

Trough Peak 1997-^8 1996-97 1995-96 


.3003(-9.8) 2976 .3329(13.2) 2772 4281 3210 4548 3893(15.8) 3.361 (-0.2) 3.367(3.3) 

1.3281-8 4) 1.325 1449(I!.6) 1237 1890 1401 1980 1697(15.9) 1464(-5.5) 1.549(-3.5) 

307(-5 8) .306 .325(12.0) 289 429 314 440 377(14.9) 328(-5.0) 34.5(-6.3) 

870(-l0.6) 869 974(16.4) 810 1213 941 1140 1117(15.4) 968 na 


.S61(-30.l) 586 803 


515 1015 765 1.320 940(1.1) 930(-4.4) 97.3(-0.6) 


Foreign Trade 


Expons. Rs crore 
US.f mn 
Imports Rs crore 
US$mn 

Non-POL: US S mn 
Balance of Trade: Rs crore 
US$mn 


Foreign Exchange 
Rcfcrvcs (excluding gold) 


October 

1998 


Dec ti, 
1998 


199«-99 


78866(9.0) 
18831 (-6.4) 
103088(24.2) 
2461.5(6.7) 
21149(15.1) 
-24222 
-5784 


Dec 12. Mar 31. 
1997 1998 


1997-98 


72.386(8.4) 
20124(6.3) 
82997(10.2) 
23074(8.0) 
18372(13.8) 
-10611 
-2950 


126286(6.3) 

33980(2.6) 

151554(9.1) 

40779(5.8) 

32562(11.9) 

-25268 

-6799 


1996-97 


118817(11.7) 

33470(5.3) 

138920(1.3.2) 

39132(6.7) 

29096(-0.2) 

-20102 

-5663 


199.5-96 


106353(28.6) 

31797(20.8) 

122678(36.3) 

36678(28.0) 

29152(28.3) 

-16.325 

-4881 


82674(18.5) 

26330(18.4) 

89971(Z3.1) 

28654(22.9) 

22727(29.5) 

-7297 

-2324 





Rscroie 

114053 94748 

102511 

1704 19305 

11542 14373 

22136 

21649 -7302 

18402 

27430 

USSmn 

26713 23881 

2.5976 

170 2832 

737 1512 

3607 

3243 -3690 

5640 

8724 


Nates: (I) Superscript numeral denotes month 10 which fi gure relates, e |. superscript 10 stands for October; (U) Figures in brackets aiepereenuigevariations over ihe specified 
or over die comparable period of the previous year na noi available, neg; negligible. * undiangcd. 
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Foreign Tracte 


Commodity Compoaiiiou of 


Apnl-Septemba_ 




Full Hnaacial Year 



Imports and Exports 

199 

mmmiij&i 

- 

mm 

I9955T 

1995:95 

ftsClr 

U^imn 

Rs Cr US $ mn 

RsCr 


1 IftsCr 

US Sma 

RsCr 

US $mn 

Imports 

Food and live animals chiefly for food 1974(2 2) 

477 

1728(2 S) 

481 

7645(24) 

981 

2624(1 9) 

739 

2184(1 8) 

653 

Pulses 

192(02) 

46 

570(08) 

159 

834(06) 

224 

890(06) 

251 

686(06) 

205 

Casbewnuis 

262(0 7) 

67 

708(04) 

86 

744(05) 

200 

688(05) 

194 

760(06) 

227 

Crude maienalt inedible oils except fuels 4017(4 S) 

964 

7917(5 6) 

1090 

7345(4 8) 

1976 

7377(5 3) 

2078 

8220(67) 

2458 

Fertiliser crude 

755(04) 

8S 

296(04) 

82 

690(0 5) 

186 

476(0 7) 

174 

524(04) 

157 

Metaliferoos ores and metal scrap 

1704(1 5) 

717 

1440(2 1) ' 

• 401 

2296(1 5) 

618 

2910(2 1) 

820 

2751(2 2) 

822 

Mineral fuels lubncants and related 

materials 

15076(170) 

7616 

17010(24 5) 

4776 

34886(27 0) 

9786 

79160(28 2) 

11031 

28270(270) 

8452 

Petroleum crude and products 

17277(14 9) 

7174 

15074(21 7) 

4185 

70538(20 1) 

8217 

35629(25 6) 

10076 

25174(20 5) 

7526 

Animals and vegetable oils 

fats and waxes 

7710(7 7) 

794 

1745(2 5) 

486 

2742(1 8) 

738 

2972(2 1) 

826 

2265(1 8) 

677 

Chemicals and related products 

10273(116) 

2464 

10569(15 2) 

2942 

19819(17 1) 

5737 

17411(12 5) 

4905 

18654(15 2) 

5577 

Organic chemicals 

7146(7 6) 

755 

7777(4 8) 

928 

6667(4 4) 

1794 

6227(4 5) 

1757 

5698(4 6) 

1704 

rcitilisei manufactured 

1444(1 6) 

746 

1446(2 1) 

407 

7065(20) 

982 

2474(1 8) 

686 

4621(7 8) 

1782 

Manufactured goods classified 

chiefly by materials 

15067(170) 

7617 

12990(18 7) 

7616 

26628(17 6) 

7165 

27910(17 2) 

6775 

19777(15 8) 

5781 

Peat Is precious/semt precious 

stones 

7848(8 6) 

1882 

6760(9 2) 

1771 

11680(7 7) 

7147 

10834(7 5) 

2925 

7045(5 7) 

2106 

Iron and steel 

2741(2 6) 

562 

2187(7 2) 

609 

5294(7 5) 

1424 

4579(3 3) 

1290 

4481(7 7) 

1340 

Non femius metals 

1616(1 8) 

788 

1747(2 5) 

486 

7777(2 2) 

909 

7925(2 8) 

1106 

7024(2 5) 

904 

Capital goods 

14475(16 7) 

7467 

11749(16 9) 

7271 

26577(17 5) 

7179 

29869(21 5) 

8414 

28289(27 1) 

8458 

Machinery except elecincal and 

electronic 

6068(69) 

1456 

5917(8 5) 

1646 

17180(8 7) 

3456 

12977(9 7) 

7644 

17127(10 7) 

7925 

Transport cciuipment 

1195(14) 

287 

1557(2 2) 

477 

7768(2 2) 

906 

5269(7 8) 

1484 

7697(3 0) 

1105 

Project goods 

4781(5 4) 

1147 

2760(3 4) 

657 

5879(7 9) 

1582 

7520(5 4) 

2118 

7998(6 5) 

2791 

Others 

16104(18 4) 

7911 

9788(14 1) 

2725 

29956(19 8) 

8060 

15637(11 7) 

4405 

15459(12 6) 

4622 

lotal (IncI errors and omissions) 

88642(1000) 

21260 7 

69769(1000) 

19712 

i 

o 

40779 

178920(100 0) 

79177 

122678(100 0) 

76678 

Lxports 


Apnl September 




Full Financial Year 




—-rwns- mm - mem - meie 


'SsCi U?Trnn "RTCi US $ mn Rs Cr US S mn Its Cr US S mn Rs Cr US $ mn 


Food and live animals chiefly lor food 

10767(15 9) 

2582 

8950(14 9j 

2492 

20191(160) 

5477 

20441(17 2) 

5758 

18751(17 7) 

5487 

Cashewnul 

787(1 2) 

189 

751(12) 

209 

1784(1 1) 

772 

1285(1 1) 

762 

1276(1 2) 

770 

Oil meals 

658(10) 

158 

907(1 5) 

257 

7404(2 7) 

916 

7495(2 9) 

985 

2749(2 2) 

702 

Marine products 

2175(7 2) 

512 

1978(7 2) 

540 

4713(7 4) 

1161 

4008(7 4) 

1129 

7181(7 0) 

.951 

Beverages tobacco and 

tobacco manufactures 

127(0 2) 

29 

120(0 2) 

77 

222(0 2) 

60 

298(0 71 

84 

117(0 1) 

74 

Crude mitenals inedible oils 

except fuels 

2775(4 II 

666 

7825(64) 

1065 

7729(6 1) 

2080 

8109(6 8) 

2284 

6283(5 9) 

1878 

Iron ore 

619(09) 

148 

825(1 4) 

230 

1763(1 4) 

474 

1706(1 4) 

481 

1721(1 6) 

515 

Mineral fuels lubncants and 

related matenals 

775(0 5) 

80 

819(14) 

228 

1311(10) 

357 

1710(1 4) 

482 

1518(14) 

454 

PeUDleum etude and products 

775(0 5) 

80 

819(14) 

228 

1311(1 0) 

753 

1710(1 4) 

482 

1518(1 4) 

454 

Animal and vegetable oils 

waxes and tats 

444(07) 

107 

737(06) 

94 

611(0 5) 

164 

682(06) 

192 

807(08) 

241 

Chemicals and related products 

6821(101) 

1676 

6458(107) 

1798 

14061(11 1) 

7787 

11995(10 1) 

7779 

10266(9 7) 

7069 

Drugs pharmaceuticals 

and tine chemicals 

2894(4 7) 

694 

2757(7 9) 

655 

5228(4 1) 

1407 

4342(7 7) 

1223 

3409(7 2) 

1019 

Dves intermediates and 

coal tar chemicals 

966(1 4) 

272 

1069(1 8) 

298 

2228(1 8) 

599 

l%9(l 7) 

562 

1627(1 5) 

486 

Plastic and linoleum products 

908(1 7) 

218 

884(1 5) 

246 

1904(1 5) 

512 

1886(1 6) 

579 

1958(1 8) 

585 

Manufactured goods classified 

74890(5 1 4) 

8768 

77500(55 7) 

9726 

64757(51 3) 

17427 

60439(50 9) 

17025 

56562(57 2) 

16911 

chiefly by matenals 

Leather footwear 

774(06) 

90 

519(09) 

145 

1009(0 8) 

272 

1198(1 0) 

377 

1139(1 1) 

341 

Gems and jewellery 

11615(17 1) 

2/86 

8575(14 2) 

2776 

19014(15 1) 

5116 

16872(14 2) 

4757 

17644(166) 

5275 

Cotton yam fabrics madeups etc 

5357(7 9) 

1285 

6272(104) 

1746 

12094(96) 

7254 

11082(9 7) 

3172 

8619(8 1) 

2577 

Manmade yam Mines, madeups etc 1397(2 1) 

774 

1356(2 7) 

377 

2854(2 7) 

768 

2494(2 1) 

707 

25)1(2 4) 

751 

RMG cotton and acessones 

6255(9 2» 

1500 

5181(8 6) 

1442 

10429(8 7) 

2806 

10479(8 8) 

2941 

9454(8 9) 

2827 

Capital goods 

5858(8 6) 

1405 

5684(94) 

1582 

11937(95) 

3212 

10904(9 2) 

7072 

9010(8 5) 

2694 

Metal manufactures 

1950(2 9) 

468 

1694(2 8) 

472 

7985(7 2) 

1072 

3349(27) 

914 

2764(2 6) 

826 

Machinery and insmiments 

2259(7 7) 

542 

2046(74) 

569 

4714(34) 

1161 

3753(3 2) 

1057 

2776(26) 

870 

Transport equipnents 

1372(20) 

729 

1615(27) 

450 

3117(2 5) 

839 

3290(2 9) 

%9 

3094(2 9) 

925 

Others 

7171(47) 

760 

2178(3 6) 

606 

5471(4 7) 

1472 

4240(7 6) 

1194 

3547(3 7) 

1059 

Electronic goods 

971(14) 

237 

1410(2 3) 

393 

2600(2 1) 

700 

2782(2 7) 

784 

2242(2 1) 

670 

Total 67834(1000) 

16270 

60185(1000) 

16755 126286(100 0) 33980 

118817(1000) 

77470 

106354(1000) 

71797 


Fikares in bnciwts are percenuget to respivtive totals * Pravisional Figure* 
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COMPANIES 


BPW Research Poaedatfon 


idi 


CDMMINSINDIA 

Lower Sales 

FORMbRI Y known as Kirloskar 
Cuininins the name o( the company was 
changed to Cummins India at terC'umniins 
Engines Co of the US increased its stake 
in the Indian company to S i percent during 
1997-98 The company has a dominant 
position in the domestic diesel engine bust 
ness with a *57 pet cent market shaic ol 
the 250 1500 HP engines segment 
The company was incorporated in the 
year 1962 with an equity holding of 25 
pel cent hv Kiiloskar Oil f ngmes and 50 
per leni b\ ( ummins Engines US Ihe 
companv is the couiiliy s leading diesel 
engine manutaciurei making products 
principally loi power generation construe 
lion and industrial .ipplicalions 
1 he economic slow down seems to have 
allectedthiscomp.inyaswellin 1997 98 
While net sales cic c lined by 7 pei cent over 
the previous yeai operating pn lit was 
lower by 7 2 percent ovei the same period 
However withlowerintercslchaigesfdown 
25 9 pei cent) and tax provision (down 
27 I per cent) the company s net profit 
improved allieit marginally by 2 8 per 
cent Despite the poor pei loimance on the 
operating lioni the companv raised the 
dividend rale fioni 55 per cent last to 40 
per cent Ihe reason could be the high 
earnings per share that the company still 
continuestoenpiy(Rs20 8) Itscquitytoo 
rules at a hefty Rs 275 on the bourses 
discounting its 1997 98 earnings by 15 I 
pel cent 

Cummins India now proposes to pio 
moiea newcompany jointly with Cummins 
Diesel Sales and Service (India), a wholly 
owned subsidiary to yenture into the 
internal ci'iiibustion engines business 
Cummins India will make an initial in- 
yestment of Rs 50 lakh or 50 per cent ol 
the suhsc ribed equity, whichcycr is lower 
in the new company 
Cummins India also plans to introduce 
two new versions of engine mcxlels in the 
domestic market dunng the current year 
rhese will be high horsepower ‘Quantum 
engines which will incre.isethe company's 
horsepower range up to 2700 HP In the 
genciating sets segment tex), it plans to 
introduce 6B1 powered generator sets 
to address the below 100 KVA power 
generation market 

The company is now incicasing its 
capacity from 12,0(X) engines u» 20.(KX) 
engines by the turn of the century leading 


to a reduction in the import content The 
project IS being financed through internal 
accruals 

ISPAT ALLOYS 

Recession in Steel 

Ispat Alloys is engaged in Ihe manufacture 
of galvanised steel sheets, colour coated 
sheets, sponge iron, hot roIlcdcoils(HRCs) 
and cold-rolled coils (CRCs) Beginning 
Us operations in 1985, the company has 
piogressively im leased its capacities and 
added newer products to its portfolio 
1 he company cnteicd the capital market 
111 1997 98 with a Rs SOOcrorc convertible 
debenture issue in order to lu 111 I its ambition 
to become an integrated steel producer 
making sponge iron HRC and CRC The 
thin slab caster technology used in this 
project was the first of its kind m India 
I ormerly known as Nippon Denro Ispat 
tlie company witnessed one of its worst 
scars in 1997 98 Ihc recession in the 
steel industry and the slow down in the 
economy as a whole affected the 
c ompany ’ s performance drastically I xi wer 
price realisation put pressure on the 
company’s profit margins T he increase 
in cost ol power, which is the main input 
lor the company, only compounded mat¬ 
ters (Ihough figures lot the two years 
1996 97 (14 month period) and 1997-98 
(12 month pcricxli are not strictly com 
parable, all percentages have been 
annualised tor the benefit of comparison ) 
While net sales were virtually unchanged 
.IS compared to the previous year the 
company s operating profit declined by 
15 pel cent during the pcricxl Though 


interest charges were lower by 12 2 per 
cent, the company's bottomlinc was lower 
by 41 6 per cent The poor performance 
forced the company to skip dividend for 
the year (1996-97 10 per cent) Bixik 
value, meanwhile, edged up from Rs 50 9 
per share to Rs 31 S per share dunng the 
same period The company’s equity share 
IS quoted below par at around Rs 3 on the 
bouises, showing the poor discounting 
given by investors 

The only silver lining in the company’s 
performance was the 51 per cept growth 
It managed to achieve on the export front 
Ispat Alloys enjoys the status of an export 
house and exported goods worth Rs 80 4 
crore dunng the year under review 

With power being the niaior input foi 
the company, and the continually increas¬ 
ing power tanlls by the state electncity 
boaid being amajor factor in thecompany’s 
lowet botlomline Ispat Alloys has in¬ 
creased Its captive power generation 
capacity by installing two new imported 
DO sets ol 10 5 MW each fiom MAN 
B&W, Gei many, at its works at Balgopal- 
pui Orissa The new sets will help the 
company meet its power requirements at 
a competitive cost and to reduce its cost 
of production With the installation of the 
D(J sets, nearly 90 per cent of the 
company’s power requirements will be 
met through captive sources Further the 
company is also adding various infra- 
stiuctural facilities tor impioving its 
operations and containing costs 

Ispat Alloys now plans to integrate 
backwards in ordei to maintain its com¬ 
petitive edge and leadetship position in 
Ihe market For this purpose it is making 
forays into the mining and power sectors 


Announcement 

PUBLIC HEARING ON ELEMENTARY EDUCATION 

A public heanng on elementary education will be held on January 2, 1999 at 
Pyare Lai Bhawan (ITO, New Delhi) This gathenng is an appeal for elementary 
education to be made a fundamental nght It is also a chance to listen to the 
testimonies of ordinary citizens on this issue 
This event is supported by a broad group of organisations working on issues 
related to elementary education, united in this common appeal 
All concerned citizens are invited Please join us at the heanng, and lend your 
support towards making education a fundamental nght for every child 

Venue Pyare Lai Bhawan (Mahatma Gandhi Hall), ITO 

Time 12 30 p m onwards 

Contact Parson Claire Noronha (PROBE team) 

c/o Institute for Human Development 
lAMR Building, IIPA Campus 
IP Estate, New Delhi 110 002 
Tel 335 8166 Fax 725 7159 
E-mail probeOededse emet in 
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Finnncial Indicaton 


March 

1998 


March 

1997 


March 

1998 


ISPAT 

jyjiSBL 


March 

1997* 


Sudanhan 
Chemical 
March March 
1998 1997 


Income/approprlatlom 

1 Net sales 740S8 

2 Value of production 74197 

3 Other Income 1385 

4 Towl tniome 75582 

5 Raw inalenals/stores and 

spares consumed 48686 

6 Other manufactunng expenses 3343 

7 Remuneration to employees 6068 

8 Other expenses 3304 

9 Opfralmn profit 14180 

10 Interest 694 

11 Gross profit 13515 

12 Oepieciaiiun 1998 

13 Profit Itefore lax 11517 

14 Tax provision 3289 

15 Profit aftfi ita 8228 

16 Dividends 1742 

17 Retained profit 6486 

IJabllitles/asscts 

18 Paid-up capital 3960 

19 Reserves and surplus 32129 

20 Long-term loans 3491 

21 Short-term loans N A 

22 0( which bank borrowings N A 

23 Gross fixed assels 31193 

24 Accumulated depreciation 16704 

25 Inventories 13878 

26 Total assets/liabilities 51775 

Miscellaneous items 

27 Excise duty 

28 Gross value added 19930 

29 Total foreign exchange income 14680 

30 Total foreign exchange outgo 2(X)23 

Key flnancial and performance ratios 

31 Turnover ratio 

(sales to total assets) s%) 143 04 

32 Sales to total net assets (%) 187 11 

33 Gross value added to 

gross fixed assets (91) 63 89 

34 Return on investment 

(gross profit to total assets) (%) 26 10 

35 Gross profit to sales 

(gross margin) (%) 18 25 

36 Operating profit to sales (%) 19 15 

37 Profit before tax to sales (%) 15 55 

38 Tax provision to 

profit before tax (%) 28 56 

39 Profit after tax to net worth 

(return on equity) (%) 22 80 

40 Dividend (%) 40 00 

41 Earning per share (Rs) 20 78 

42 Book value per share (Rs) 91 13 

43 P/E ratio 13 14 

44 Oebt-equity ratio 

(adjusted for revaluation) (%) 9 67 

45 Short-term bank bottowings 

to inventones (%) 0 00 

46 Sundry creditors to 

sundry debtors (%) 47 41 

47 Total remuneration to employees 

to value added (%) 30 45 

48 Total remuneration to employees 

to value of production (%) . 8 18 

49 Gross fixed assets formation (%) 12 35 

50 Growth ra inventories (%) -0.72 


79655 

14202 

16382 

22874 

21122 

80259 

14814 

16804 

23484 

20693 

1373 

361 

256 

522 

367 

816.32 

15175 

17060 

24006 

21060 

5435.3 

5266 

5193 

11807 

10467 

3143 

5869 

7049 

3443 

2924 

5476 

458 

474 

1.526 

1282 

3.385 

1197 

1072 

3829 

30.39 

15273 

2385 

3272 

3401 

3.348 

937 

1179 

1566 

1084 

1411 

14435 

1299 

1682 

2071 

1950 

1919 

958 

1095 

1121 

1232 

12516 

341 

587 

950 

718 

4512 

82 

70 

325 

240 

8004 

259 

517 

625 

478 

1.525 

N A 

252 

229 

189 

6479 

259 

265 

396 

289 

3960 

4580 

4580 

692 

692 

25644 

13348 

13210 

.5690 

5307 

4346 

8980 

8144 

4350 

4961 

912 

6187 

5671 

3732 

3338 

912 

6187 

5671 

3417 

3130 

27764 

29327 

26706 

16043 

15598 

14855 

5656 

4647 

8889 

7914 

13979 

4211 

3185 

4329 

3539 

47108 

36803 

34906 

17548 

17080 


766 

994 



20.595 

2786 

3461 

3384 

3264 

12646 

7423 

7074 

6465 

.5010 

24455 

945 

689 

1335 

1031 


169 09 

38 59 

46 93 

130 35 

123 67 

228 49 

42 91 

51 83 

158 14 

147 73 

74 18 

9.50 

12 96 

21 09 

2093 

30 64 

3 53 

4 82 

II 80 

II 42 

18 12 

9 15 

10 27 

9 05 

9 2.3 

19 17 

16 79 

19 97 

14 87 

15 85 

1571 

2 40 

3.58 

4 15 

.3 40 

36 05 

24 05 

II 93 

34 21 

.3.3 43 

27 04 

1 44 

291 

9 79 

7 97 

35 00 

N A 

10 00 

30 00 

25 00 

20 21 

0,57 

1 13 

9 03 

691 

74 76 

.31 50 

30.93 

92 23 

86 69 

NA 

531 

NA 

509 

NA 

14 68 

62.25 

57.50 

68 16 

82 70 

6.52 

146 92 

178 05 

78 93 

88 44 

.56 80 

174.68 

37.63 

29 94 

4) 61 

26.59 

16.44 

13.70 

45 09 

39 28 

6 82 

309 

2 82 

650 

6 20 

8.97 

981 

10 68 

2 85 

1.99 

40.30 

32 21 

-22.45 

22 32 

-9.63 


ID eimnn legutar UK) cost effective supply 
of basic inputs. The company has applied 
with the Orissa state govenwnent for mining 
and leases of manganese and chrome 
ores. The proposal for chrome ore mining 
has been considered favourably and the 
central government has allocated 21.48 
million tonnes of chrome deposits in 
Sukinda area. However, the state govon- 
ment has recommended only to the extent 
of SO per cent of the area approved by the 
central government. The proposal for 
manganese ore mining is also under active 
consideration by the state government. 

SUDARSHAN CHEMICAL 
INDUSTRIES 

Rise in Exports 

Incorporated way back in 19SI, Sudarshan 
Chemical Industries (SCIL) entered into 
a collaboration agreement with Dianippon 
Ink and Chemicals of Japan which is a 
leader in the international pigment indus¬ 
try. The collaboration has proved to be 
very beneficial lor the Pune-based com¬ 
pany as It has access to the technology as 
well as the marketing network of 
Dianippon. The collaborator also has a 29 
per cent stake in SCIL which is engaged 
in the manufacture of organic and in¬ 
organic pigments, pesticides and inter¬ 
mediates like beta naphthol, hydrochloric 
acid and bon acid. These products are used 
in paints, ink, plastic, rubber and paper 
industries. Organic and inorganic pigments 
account for nearly 60 per cent of the 
company' s turnover, while pesticides bring 
up anotler 30 per cent. 

The slow-down in the economy in 
1997-98 seems to have affected tte com¬ 
pany’s performance on iheoperatingfiont. 
For though its net sales improved by 8.3 
per cent over the previous year, operating 
profit was higher by a mere 1.6 per cent. 
However, a fall in interest charges (down 
23.2 per cent) and depreciation (lower by 
9 percent) helped the company post a signi¬ 
ficantly higherbottomline. The company's 
net profit was higher by 30.8 per cent. 

StriL notched an impressive grotvth in 
Its exports during the year, exporting pro¬ 
ducts worth Rs 66.5 crore as compared to 
Rs 52.8 crore exported in the previous year. 

Encouraged by its performance, the 
company raised the dividend rate from 25 
per cent last year to 30 per cent. While 
earnings per share moved up from Rs 6.9 
to Rs 9, bookvalue climbed from Rs 86.7 
per share to Rs 92.2 per share The 
company’s stock is presently quoted at 
around Rs 46 on the bourses, discounting 
its 1997-98 earnings by 5.1 times. 


NA means not available. * means l4-nionth period. 
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COMMENTARY 


Complying with TRIPs Commitment 

EMR versus Product Patent Regime 

Biswajit Dhar 


Of the two options available to India for meeting its obligations 
under the TRIPs agreement - the ‘exclusive marketing rights' (EMR) 
route and bringing forward introduction of the product patent regime 
from the year 2005 to 2000 - the EMR route, which is what the 
government has chosen to adopt in the legislation now before 
parliament, has significant adverse implications so that it would have 
been preferable to have opted for the second option of advancing the 
product patent regime without availing of the transitional period 
provided under the TRIPs agreement. 


ADOI’^nON of (he regime of intellectual 
property protection in conlormity with the 
proposals of the agreement on the Trade 
Related As|>ects oi Intellectual Property 
Rights (TRIPs) has been at the centre of 
an ongoing debate in India for several 
years now. The tone of this debate has 
become shriller as the country now faces 
the obligation to amend the Patents Act of 
1970to comply with the ruling of two WTO 
Dispute Settlement Panels followingcom- 
plaints made by the US and the European 
Union that India has failed to meet its 
commitments under Articles 70.8 and 70.9 
of the agreement on TRIPs (the so-called 
transitional anangements). The adverse 
rulings made by the panels have brought 
with It the condition that the appropriate 
amendments to the existing Patents Act 
would have to be made by Apnl 1999. 

Two alternatives are available to the 
country lor meeting its obligations. The.se 
are brietly explained below. 

The first option is the adoption of the 
‘exclusive marketing rights’ (EMR) rtiute. 
Tlie EMR route allows aiuntries which 
harl process patent regimes when the WTO 
came into being to have a 10-year periotl 
of transition before they adopt a product 
patent regime. It is, however, stipulated 
that during the transition period, product 
patent applications have to be accepted in 
the areas of pharmaceuticals and agro¬ 
chemicals (which arc a).so the areas in which 
the Indian Patents Act of 1970 allows 
granting of only process patents) from 
January I, 1995. Further, EMRs are to be 
granted on those applications for a perirxl 
of five years, after obtaining marketing 
approval, or until a product patenfis granted 
or rejected by India (i e, after 2005), 
whichever period is shorter, subject to the 


luHilnient of two conditions. One, the 
product covered by the application mu.st 
have obtained a patent in any WTO member 
country and, two, marketing appnival for 
the product mu.st have been obtained. 

The second option which India has in 
regard to meeting its commitment under 
the TRIPs agreement is to bring forward 
the date of introduction of the product 
patent regime from the year2005 (as would 
have been the case if the EMR route were 
to he followed) to the year 2000, which 
is the year when developing countries arc 
generally expected to implement their 
commitments under the agreement on 
TRIPs. By so doing, India would have to 
bring about a comprehensive revision of 
the existing Patents Act. What needs to 
he mentioned in this context is that India 
would have to carry out major changes in 
its patent regime in the year 2(XX) in any 
event, given the provisions of the agree¬ 
ment on TRIPs. All this is a fact that is 
often glossed over. Except the provision 
relating to the introduction of the product 
patent regime in areas not covered thus 
far under the Patents Act of 1970, all other 
provi.sions would have to be amended or 
reviewed in the light of the obligations 
under the TRIPs agreement. 

In our view, the EMR route has several 
limitations and we would therefore sug¬ 
gest an amendment of the Indian Patent 
Act 1970 without avai ling of the Five extra 
years of the transitional period that the 
agreement on TRIPs allows to countries 
like India. The burden of conditions 
i mposed c. i countries - which take the form 
of (i) accepting product patent applica¬ 
tions, and (ii) grant of EI^s during the 
longer period of transition - renders what 
has been advocated as an advantage that 


India can benefit from into an unwelcome 
set of provisions, as is elucidated below. 

The first problem that EMR route brings 
with it is that a patent-like monopoly for 
a period of five years has to be given to 
the products covered by the product patent 
application made under Article 70.8(i) (the 
mail-box provision) once the two condi¬ 
tions of (i) patent having been granted in 
any WTO member country, and (ii) 
marketing approval being obtained are 
met. But while a patent-like monopoly is 
to be granted, applications copiing into 
this mail-box are not to be examined ^fore 
the year 2005, when product patents are 
to be introduced in the country, should the 
EMR route be followed. This is only logical 
for if the applications are examined before 
2005 with a view to granting patents, they 
would have to be rejected since India 
would not have accepted the obligation to 
grant product patents before the year2005, 
and product patents arc not allowed under 
the Indian Patents Act of 1970. In other 
words, the mail-box would have to hold 
the product patent applications without 
subjecting them to any manner of exami¬ 
nation allowed under the Indian Patents 
Act of 1970. 

In the meanwhile, however, India would 
have to accept the infonnation provided 
by the product patent applicant about 
the patent grant in any \^0 member 
country and the marketing approval that 
would have been obtained on the product 
covered by the patent application that has 
been put in the mail-box. Based on this 
information, an EMR for a period of five 
years would have to be granted. Article 
70.9 makes it abundantly clear that India 
has virtually no discretion as regards 
granting the EMR once the patent appli¬ 
cant has put in his claims about patent 
grant and marketing approval. The rele¬ 
vant provision reads as under 

Where a product patent is the subject matter 
of a patent application in a member in 
accordance with paragraph 8(a) [which is 
the provision committing WTO member 
countries to put in place a mail-box], 
exclusive marketing rights shall be 
granted...for a period of five years after 
obtaining marketing approval in that 
memberor until a product patent is granted 
or rejected in that member, whichever 
period is shorter, provided that, subse¬ 
quent to the entry into force of the WTO 
agreement, a patent application has been 
filed and a patent granted for that product 
in another member and marketing approval 
obtained in such other member. 
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It must be poinlechwt that the term used 
in the provision is ‘shall’, which makes 
it binding on India to accept the informa¬ 
tion provided by the patent applicant un¬ 
conditionally. 

The unconditional acceptance of the 
information provided by the applicant on 
the patent grant and marketing approval 
* has two .serious implications arising from 
exclusive nature of rights. The first is that 
India would have to give a patent-like 
monopoly on a product which has not 
even been examined from the viewpoint 
of patentability in the country. In fact, it 
is entirely possible that a product that 
would enjoy EMR for a five-year period 
because of the imposition of Article 70.9 
might not be granted a patent after it has 
been examined by the Indian patent ex¬ 
aminers after 2005 This situation could 
arise if the product patent applications 
waiting to receive exclusive marketing 
rights to take advantage of the transitional 
arrangements (there are 3,000 applica¬ 
tions, according to a recent count) include 
products based on traditional medicines 
(ba.sed on turmeric, for lastance) which 
’> liavc been granted patents in the US in the 
recent past Thus, while the adoption of 
the F-MR route would make it obligatory 
for India to grant marketing nghts on any 
such application, examination for a gram 
of patent in India after 2005 would render 
such a protiuct non-patentable in India 
simply bccau.se the product in question 
would not have met the ba.siL criteria of 
novelty What the above means in other 
words is the following; products based on 
turmenc or neem may be given EMRs in 
India during the period up to 2005 since 
they have been patented in the US and 
have marketing approval to boot, but it is 
highly unlikely that the Indian Patent Office 
would grant a patent to such products after 
the product patent regime becomes fully 
operational. 

The second implication, related to first, 
has in fact longer-term significance. By 
acceding to the demand forgrantingEMR, 
or a patent-like monopoly in the market, 
for the product covered by the patent 
application, on the basis of a patent granted 
in any other WTO member country, India 
would have de facto surrenefered even the 
little space it has in terms of exercising 
Its sovereign right, which is the freedom 
to apply its own standards while exam¬ 
ining a patent application and apply the 
patentability criteria. Patent on turmeric, 
referred to above, is a case in point. Hiis 
could be the first step towards pushing the 
Indian Patent Office into a situation where 
it can be influenced by whether or not the 


api^cant has already obtained a patoit in 
.some other country. The full impact of this 
situation could be felt in the years to come 
given the trend in several industri-alised 
countries, led by the US, where patents 
are being granted for virtually every form 
of invention or even di.scovery. 

The above-mentioned consideration 
strikes at the very root of the regime of 
intellectual property protection that the 
agreement on llUPs has put in place. It 
is a generally accepted view that the TRIPs 
agreement gives a broad framework of 
patent laws that WTO member countries 
are expected to put in place, and that it 
does not put any binding on the rules and 
procedures that the patent-granting au- 
thonties follow while granting a patent. 
Wc would emphasise that the agreement 
on TRIPs does not introduce a global 
patent system whereby a patent granted 
in any of the WTO member countries has 
to be automatically accepted by all the 
WTO members. But granting of EMRs, 
we would argue, comes close to this kind 
of a patent system. 

An important is.sue in the context of 
EMRs is the applicability of compulsory 
licences. The effectiveness of compulsory 


THE Eleventh FinanceCommission (EFC), 
unlike its predecessors, has to take into 
account the responsibilities cast upon it by 
the 73rd and 74tb Constitutional Amend¬ 
ments. Even though these amendments 
came aRer the Tenth Finance Commission 
tTFC) was appointed, considering their 
significance, TFC took account of them 
although in a limited way. The terms of 
reference (TOR) of the ETC make explicit 
reference to these amendments and spe¬ 
cifically outline the tasks following from 
them. The subclauses (bb) and (c) added 
to clause 3 of Article 280 of the Consti¬ 
tution and item 6 and the paras relating 
to it of the TOR of the Eleventh Commis- 


iicences stems Aom the scope it affords 
for domestic production of a product for 
which a patent has been granted. Compul¬ 
sory licences for manufacturing cannot be 
granted in case of EMRs, since it would 
not be possible to grant licences for rights 
which have not been conferred on the 
product patent applicant. It is to be noted 
that the EMR applicant does not have the 
manufacturing right that comes along with 
a patent grant. 

The foregoing makes it quite clear that 
adopting the EMR route would imt be in 
the country's best interests. An additional 
advantage, albeit a significant one, can be 
obtained from advancing the date of in¬ 
troducing the product patent regime in 
areas not covered at present. India could 
exercise its negotiating leverage in the 
WTO for having met the obligations under 
the agreement on TRIPs sooner than was 
required. In the next year or so, several key 
agreements, including those on agncul- 
ture and services, would come up for fresh 
negotiation. Bnnging forward the intro¬ 
duction of the product patent regime would 
present India with a .significant bargaining 
chip. Where bargaining is the key, this 
move can be of crucial importance. 


sion together set out the broad scope of the 
tasks the commission has to undertake. 
The recommendations of the EFC with 
reference to these can alter significantly the 
nature and character of fiscal federalism, 
intergovernmental financial relations and 
public finance in India. The purpose of 
this note is to raise ceitain issues relating 
to the tasks and options facing the EFC 
with reference to local bodies, especially 
the panchayati raj institutions (PRIs). 

The Tasks 

Clarity about the tasks to be performed 
by the commission with regard to local 
bodies is needed because of two impoitant 


Eleventh Finance Commission and 
Local Bodies 

Tasks and Options 

M A Oonunen 

The recommendations of the Eleventh Finance Commission with 
reference to the responsibilities cast on it by the 73rd and 74th 
Constitutional Amendments and explicitly incorporated in its terms of 
reference can alter significantly the nature of fiscal federalism, inter¬ 
governmental financial relations and public finance in the country. 
The tasks and options before the commission. 
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reasons. One, there is no precedence to go 
by. It has to be created. Two. local finance 
is no longer to be treated as an appendage 
of .state finance. 

No one is in doubt about the fact that 
EFC or any future Union Finance Com¬ 
mission (UFC) will have to make recom- 
mendation.s regarding “the measures 
needed to augment the consolidated fund 
of a state to supplement the resources of 
the panchayats/municipalitics in the .state” 
and that these have to be "on the basis of 
the recommendations made by the Finance 
Commission of the stale”. Thc.se are 
constitutional mandates. Since only 19 
Slate Finance Commissions (SFCs) have 
submittedtheirreports, this mandate cannot 
be J'ully honoured, 'fhere is another hitch 
becau.se the period ot recommendations of 
most of tlie .SR's cover the perkxl 1996-97 
to 2000-01 whereas the EFC covers 
2000-0.5. This is lU) problem, as it is not 
binding on UF(' to synchronise its time¬ 
frame with that ol the SFCs. EFC can 
legitimately ha.se its recommendations on 
the first round SFCs and cover the period 
2(XX)-05 As the first UFC taking up this 
task, the benchmark of the first round 
SFCs is eminently the best launching pad 
in undertaking this exercise. F.vcn .so, it 
will be unwise for the EFC to ba.se its 
recommendations solely on the first gener¬ 
ation SFCs. The nature and coverage of 
the different SFC recommendations, their 
quality, validity and usefulness vary 
widely. It is only fit and proper forthc EFC^ 
to use other relevant inputs al.so for its 
recommendations 

The TOR have taken note of the fact that 
there are several SFCs that have not 
submitted their reports and that EFC will 
have to take measures to accommixtatc 
these categories. This makes the tasks of 
EFC slightly more complicated. 

Two pmblems naturally follow from 
this situation: (a) how to evaluate the SFC 
reports, and (b) how to assess the states 
which have no reports. In both cases the 
purpo.se of the assessment is to help the 
commission in regard to the manner and 
extent of augmentation of the consoli¬ 
dated fund of the states to supplement the 
resources of the local bodies. 

UFC’s obligation to make recommen¬ 
dations based on the SFC reports impli¬ 
citly means evaluating them vis-a-vis the 
constitutional tasks devolved on the SFCs. 
The tasks of SFCs arc intimately related 
to the several provisions in Part IX of the 
Constitution |For a broader interpretation 
of the tasks of SFC, see Oommen 1998). 
The TOR make a thoughtful reminder to 
Articles 243G and 243W, which essen¬ 
tially seek to make local bodies “institu¬ 


tions of local self-government”, a third tier 
of governance. 

Besides the constitutional responsibili¬ 
ties vested in the Union Finance Commis¬ 
sion, the EFC has to “take into account 
the provisions required to be made for 
the emoluments and terminal benefits of 
the employees of local bodies including 
those of teachers” as per the TOR. 
Although this is mentioned with reference 
to .states that have not submitted SFC 
reports, this cannot be confined to those 
categories alone. 

In sum. the constitutional mandates and 
the TOR define the tasks of the EFC. 
1'aking a broad view, which includes the 
letter and spirit of the 73rd and 74th 
Amendments, the tasks of the EFC with 
reference to local bodies are: 

(a) to review the recommendations of the 
SFCs with reference to local finance (the 
finance of the three tiers of PRIs and urban 
local bodies) as also that of the states; 

(b) to evaluate the principles and norms 
governing their reviews and recommen¬ 
dations: 

(c) to evolve objective criteria and evalu¬ 
ate the progress made in different states 
towards e.stablishing institutions of local 
self-government; 

<d) to promote minimum standardsof basic 
services throughout the country or pro¬ 
mote any other national objective involv¬ 
ing local bodies; 

<e) to review the existing salary and ser¬ 
vice benefits of the employees of local 
bodies in order to rationali.se the adminis¬ 
trative structure in the lowest tier of 
governance; and 

(0 to suggest measures for augmenting the 
consolidated fund of the state to supple¬ 
ment the resources of local bodies. 

Evaliiaiino SFC Rkports: 

Some Broad Criteria 

Any evaluation criteria ought to be 
governed by the purpose on hand. Aug¬ 
menting re.sources ot panchayats/muiiici- 
palities by the union government osten- 
.sibly must help to .serve certain national 
objectives. UFC has to examine how far 
each SFC has fulfilled the constitutional 
tasks expected of it. 

It is in this context that the “review of 
the financial position” of local bodies 
assumes significance. Some SFCs like that 
of West Bengal have completely over¬ 
looked this aspect. Although it is not 
explicitly mentioned, I think that every 
SFC has to review the finances of the state, 
of course ba.scd on some norms. This is 
because each SFC has to formulate clear 
ideas regarding the divisible pool taking 
into account the functional domain of the 


state on the one hand and diat of the 
panchayati raj institutions(PRls)and urban 
local b^ies (UBLs) on the other. The size 
of the divisible pool, other things being 
equal, depends on prudent housekeeping 
by the state. Most SFCs have done some 
review of state finances although none of 
them could be considered as a normative 
evaluation. 

The design of transfers from the state’s 
divisible pool to the PRIs and ULBs 
envisaged by each SFC necessarily will 
have to take into account the principles 
of tax assignments, expenditure assign¬ 
ments and the grants- Aax-sharing regime 
recommended. How far the ^Cs have 
done this exercise with wisdom, faithful¬ 
ness to the Constitution, efficiency and 
equity is a matter which the EFC has to 
investigate normatively. Even at the cost 
of repetition, let me argue that the EFC’s 
tasks derived from 280 (3) (bb) and (c) 
cannot be seen independent of the man¬ 
date to the slates to “endow the panclgiyats/ 
municipalities with such powers and 
authority as may be necessary to enable 
them to function as institutions of self- 
govemmenl” (243G’and 243W) keeping 
in view the illustrative list of subjects 
given in Schedules 11 and 12, and Articles 
243ZD and 243ZE. The basic issue of 
intergovernmental transfers under the 
new dispensation becomes one of ration¬ 
alising multi-level public finance with 
multi-level planning in the Indian federal 


Table: Dates or the Passinl! or the New 
Conformity Acts 


.States and UTs 

Date of the New Act 

Andhra Pradesh 

21-04-94 

Arunachal Pradesh 

18-04-94 

Assam 

02-04-94 

Bihar 

23-08-9.3 

Goa 

09-07-94 

Gujarat 

26-08-93 

Haryana 

22-04-94 

Himachal Pradesh 

23-04-94 

Karnataka 

.30-04-93 

Kerala 

2.3-04-94 

Madhya Pradesh 

2,*!-01-94 

Maharashtra 

22-04-94 

Manipur 

23-04-94 

Punjab 

21-04-94 

Rajasthan 

23-04-94 

Sikkim 

11-10-93 

Tamil Nadu 

24-04-94 

Tripura 

07-11-93 

Uttar Pradesh 

22-04-94 

West Bengal 

22-04-94 

Andaman and Nicobar Islands 23-04-94 

Chandigarh 

23-04-94 

Dadra and Nagar Haveli 

23-04-94 

Daman and Diu 

23-04-94 

Lakshadweep 

23-04-94 

Pondicherry ■ 

19-04-94 


Source: Oommen (1995). 
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polity. It is ben tfut isrU's^^^firoaoh 
becoitws iiMpottan. 

SFC's recommendations are significant 
only to the extent that they are imple¬ 
mented by the state. Several state.s have 
taken action on their respective reports. 
It will he instructive to comptue the 
decentralisation scenario before amend- 
^ mcnt (say 1993-94) with 1996-97 and 
1997-98. The latter two years cover the 
first two years of the recommendation 
time-frame covered by the SPCs that have 
submitted their reports; they are also the 
third and fourth years since the passing 
of the Conformity Acts (CAs) by the states. 
Three simple ratios developed by UNDP 
(1993) and modified by Oommen (1998) 
could be used in this comparative exer¬ 
cise. They are expenditure decentralisation 
ratio, revenue decentralisation ratio and 
linancial autonomy ratio. The expenditure 
deccntraii.sation ratio (EDR) is the per¬ 
centage of local government (PRIs and 
UBLs) spending to total state government 
expenditure. Revenue decentralisation 
ratio (RDR) is the percentage of local 
government lax revenue to total state 
government tax revenue. The financial 
** autonomy ratio (FAR) is the percentage 
of IcKally raised revenue (both tax and 
non-tax revenue) to the total l<x;al expen¬ 
diture, EDR. RDR and FAR can be dis- 
aggregated into PRI and ULB compo¬ 
nents It is also possible to develop these 
ratios for purposes ot inter se distribution. 
If for example the EFC decides to give 
an additionality (be it from total union tax 
revenue or a share of income tax or union 
excise), these criteria combined with oth¬ 
ers could be made use of. 

A SiNrfcRiiY' Index 

Implicit in the 7.3rd and 74th Constitu¬ 
tional Amendments is the message that a 
' philo.sophy of decentralisation .should 
inform all levels of government, union, 
slate and substate. Admittedly the union 
government has been spending a large 
amount of re.source.s, both financial and 
in terms of personnel, in areas and subjects 
which legitimately belong to the states as 
per schedule Vll, list ll. Moreover, .several 
subjects in the I Ith and 12th Schedules 
fall in the concurrent list and do not fall 
in the exclusive domain of the state. Can 
the EFC ignore the.se facts and proceed 
from there? Even so, constitutionally it is 
the direct responsibility of the .states to 
give more power, authority, and resources 
to the local bodies and work towards 
building a viable and vibrant local self- 
government set up. How sincere have been 
the states in dischaiging their responsibili¬ 
ties in (bis respect? 


1 Ae speetT^ndombiniiQfMM with which 
the states have (a) passed die conformity 
Icgisluions. (b) conducted the elections, 
and (c) appointed the statutory bodies 
required in Part IX are important indi¬ 
cators of the sincerity with which the 
constitutional mandates have been 
followed by the states. The table gives the 
statewise dates of passing the conformity 
legislations. It is clet^r from the accom¬ 
panying table that 12 states and six union 
territories (UTs) passed their CAs only on 
the last day of the deadline or some date 
around that. This says a lot about the 
lack of seriousness with which they have 
gone about this major task towards cre¬ 
ating the third tier of governance in the 
country. 

Postponement of elections was the 
method used by the states to kill local 
democracy during the pre-amendment 
(73rd and 74th) regime. It is strange that 
several states have deliberately tried to 
postpone elections under some pretext or 
other even after the constitutional amend¬ 
ments [Oommen 1995:9-14]. Bihar has 
not yet conducted local elections. As.sam 
and Arunachal Pradesh have also prob¬ 
lems in conducting elections. 

Three major statutory bodies provided 
for in the Constitution to project and 
strengthen local democracy are (I) State 
Election Commission, (2) State Finance 
Commission, and (3) District Planning 
Commission. Pacilitatingelectionslo local 
bodies in time, ensuring the reservations 
and rotations mandated in the Constitu¬ 
tion (women, SCs and STs) and creation 
of gram panchayats and making them 
active, promoting bottom-up area plan¬ 
ning. etc, are important aspects that follow 
Irom this. The appointment of the consti¬ 
tutional bodies is only a neces.sary con¬ 
dition. Tbere are a hundred and one ways 
in which they could be rendered dysfunc¬ 
tional by the respective governments 
[Oommen 1995:14-17]. But we need 
not go into these here as they arc outside 
the focus of our enquiry. However it may 
not be difficult to coastiuct an index based 
on ihe.se as a sort of ‘sincerity’ indicator 
in implementing the constitutional man¬ 
dates. 

Promoting National Objeoives 

Implicit in the UFC’s task of augment¬ 
ing the re.sources of local bodies is the 
question, for what? Probably the most 
important rationale of decentralised gov¬ 
ernance is the provision of certain basic 
niinimurn services and infrastructures at 
the local level. Even after more than 50 
years of planning, the union and the 
state governments have failed the people 


of this ootHitry in dins lespe^ tOomeiKA 
1997], The provision and maintenance 
of certain basic infrastructure and services 
ate a primary responsibility of any local 
government. No citizen should suffer 
because of her choice of location of resi¬ 
dence. 

Although the type of basic services 
relevant to a region may change from 
place to place, water supply, sanitation/ 
sewerage, solid waste collection and dis¬ 
posal, primary education, primary health, 
all-weather link roads, street lighting, etc, 
have been widely acknowledged as core 
functions. The finance commissions of the 
major states like Karnataka, Kerala, Tamil 
Nadu, Rajasthan and Punjab have taken 
note of this in their recommendations with 
varying degrees of commitment to hori¬ 
zontal equity. In this context one impor¬ 
tant option Itefore the EFC is to influence 
the design of intergovernmental transfers 
so as to promote territorial equity. Wc may 
hasten to add that there is absolutely no 
case for encouraging state.s that have ih) 
commitment to decentralised governance 
and spatial equity. Given the fungihility 
of finance, the vast geographical spread 
to be covered and the need to maintain real 
expenditure, the manner of transfers has 
to he carefully designed with a built-in 
mechanism for monitoring. This is par¬ 
ticularly important where matching grants 
arc involved. 

While still on the que.stion of territorial 
equity another .suggestion is the creation 
of a Territorial Equity Fund (or call it 
Basic Services Equalisation Fund) which 
will provide in each panchayat or munici¬ 
pal area comparable levels of basic ser¬ 
vices at comparable levels of taxation. 
This should be so designed that the PRIs 
or ULBs with weak fiscal capacity should 
not in any way be disadvantaged. Even 
so, some mechanism has to be devised to 
cn.surc that every l(x:al area bears its share 
of the burden. The operational details 
including the sources of the fund and scope 
of operation have to be worked out. It 
is also not wide of the mark to look into 
item 5, sub-section (v) of the TOR of the 
EFC in this context. It may also involve 
some foundational rethinking on the 
inter-govemmental grant-in-aid in the In¬ 
dian federation. 

There are several areas in which the EFC 
can take crucial decisions, which will 
provide some sense of direction for the 
future. Four major areas may be men¬ 
tioned. One. prornoting the training of 
official and non-official functionaries so 
that they are equipped to face the chal¬ 
lenges of the traitsition to the new tier of 
local governance. The State Training 
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Institutes and the State Institutes of Rural 
Development (SIRO) and even the Indira 
Gandhi Open University may have to be 
strengthened tor this purpose Two, build¬ 
ing the database simplifying and stream¬ 
lining ot the preparation ot the budget the 
formatting of the annual financial state¬ 
ment of the PRls budget control etc arc 
other areas that need immediate attention 
Three consequent upon the two consti 
tutional amendments several additional 
responsibiiitic s has e been cast on the state 
governments such as regular elections to 
local bcKfies ciealion ot two additional 
tieis as in Kerali etc Among these ere 
ation of small public offices tor gram 
panchavus wtiere they do not exist is a 
crying need I nhancing the visibility ot 
panchayals at the village level is a need 
flowing from the constitutional amend 
ments The public offices at village level 
deserve financial support b> way of a 
one time capital grant Although not ot 
equal concern another important issue is 
tax harmonisation Increasingly local 
taxation will assume greater importance 
in Indian public finance The question 
of tax (lisharmon> is no longer one of 


vertical or horizontal (fisharmony follow- 
mg the union and state taxation systems 
T he issue is not one of uniformity, but ot 
efficiency, equity and other basic canons 
of taxations from a federal perspective, 
now that local bodies can also add to the 
disharmony 

The FOR of the EFC require the com¬ 
mission to take into account the pay and 
service benefits ot the IcKal bodies includ 
ing teachers while making its reuimmen- 
dattons Of course this has to be seen 
ilong with Item 5 subsection (vii) ot the 
I OR Probably more debate is needed on 
this issue as the Central Pay Commission 
and the State Pay Commissions penodi- 
cally examine these questions Many cm 
ployees in PRIs arc on deputation from 
state governments Several stale govern 
ments have opted for central parity 
tmployees of local bcxlics in Kerala have 
parity with their state counterparts Sev 
cial states hots ever may be having a weak 
or even ad hoc pay stiucture for local 
government employees One ma)orhurdle 
to decentralisation has been the resistance 
open or concealed to it by the stale level 
bureaucracy There is a strong case for 


cmahDg apanchayat(»Kb« whit^ wilitske 
cate of raral development at the level 
below the distnet We may have to learn 
from the lessons of states like Maharashtra 
that have gone ahead on these lines 
Without confronting the issues squarely, 
improving the salary and terminal benefits 
could leave unattended several aspects of 
local governance 

Toconclude, the Eleventh Finance Com¬ 
mission has acrucial task before it in work¬ 
ing towards a rational system ot federal 
public finance taking into ac count the need 
for building the financial foundation of a 
third tier of governance in the country 
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Refonning theElectoral Syston 

J V Deshpande 


The reforms suggested by the Law Commission to improve the 
electoral system are unlikely to achieve their objectives. But that 
^ does not mean that nothing can be done. 


NOT a single politician in India has been 
convicted of corruption or of any other 
major criminal action in the past 50 years. 
This little statistic is relevant while 
analysing the Working Paper on electoral 
reforms published recently by the Law 
Commission. The government of India 
had asked for suggestions from the Law 
Commission to improve the electoral 
system in the country. The Law Com¬ 
mission came up with a Working Paper 
on the subject and it was made available 
to the public some time back by the 
commission tor comments. A brief sum¬ 
mary has appeared in the press. The Law 
Commission will prepare its iinal recom¬ 
mendations after the feedback from the 
public Considering the tar-reaching 
’ implications of the subject, this two-tiercd 
approach of the commission cannot be 
laulted, even though it has recently ac¬ 
quired a somewhat unsavoury connotation 
in the wake ot the Interim and Final Reports 
ot the lam Commission inquinng into the 
assassination of Rajiv Gandhi. However, 
lodging by the near non-response of the 
public to the Working Paper so far and 
also to similar earlier exercises such as the 
.SarkanaCommission, it is doubtful iftherc 
will be any vigorous debate on the issues 
raised by the Law Commission. Con¬ 
sidering the fate of several similar reports 
in the past, the indifference of the public 
to the Law Commission’s labours is 
perhaps not so misplaced. 

It may be expected that political parties 
and their leaders would take the proposals 
ot the Law Commission a little more 
seriously. Actually, till now. two months 
after the publication of the proposals, there 
IS no reaction from any political party to 
the Working Paper. This should also cause 
no surpnse, even though the proposals are 
of major concern to the parties. For one 
thing, there is very little likelihood that 
any political party will be ready to apply 
its collective mind to the basic issues raised 
in the Working Paper, debate these issues 
and take a position on any of them. In fact, 
it is arguable if there is any collective mind 
at ail in the political parties of today. 
Almost every party seems happily content 
to swim with the latest position of its 
leader on any given issue, no matter how 


many flip-flops he or she may have made 
on it. As a sample, one has only to recall 
the somersaults of all the parties over 
reservation for women orover opening the 
insurance sector. 

There is also another reason why the 
leaders of the political parties arc 
indifferent, perhaps even hostile, to any 
pioposals for reforming the current 
electoral system. Most of them have come 
to their present positions by actively 
making u.se of the system as obtains now 
and have a vested interest in its 
peipetuation. They arc not likely to have 
any enthusiasm for reforming it. Going by 
the earlier record, it is doubtful if even 
political and social scientists in universities 
and the re.search institutes will take 
advantage of the opportunity to consider 
III depth the issues involved. 

From the .summary that has appeared in 
the papers, it seems the main areas in 
which the Working Paper has set out its 
views are the following: (1) how to prevent 
cnminalisation of politics; (2) how to 
improve party discipline, particularly in 
what way the anti-defection act can he 
made more meaningful and the ‘ayaram- 
gayaram' phenomenon eliminated; and 
(^) electoral reforms such as adding to the 
number of seats in Lok Sabha and the state 
legislatures, increasing the amount of 
secunty deposit, introducing proportional 
representation in a limited way, etc. 

No one will dispute the objectives of the 
Law Commission, particularly the first 
two. Yet, in passing, it should be noted 
that the proposals to improve party 
discipline do not bestir leaders of any 
party. All are presumably happy with the 
way their parties are functioning. Or it 
may be that all have taken advantage of 
titc present system at one time or another 
m the past (particularly the anti-defection 
law) and plan to do so in future also. Still, 
it would be worthwhile to analyse the 
proposals of the Law Commis.sion at least 
to see the extent to which they are likely 
to achieve their stated objectives. 

To control cnminalisation of politics, 
the Working Paper suggests that in addition 
to the existing laws, there should be an 
additional provision that persons against 
whom criminal chaiges have been framed 


be iNKied from contesting elections. To 
improve party discipline, the paper sug¬ 
gests that the concepts of ‘split’ and 
‘merger’ should be done away with. A 
member once elected on the ticket of a 
party, must stay with it till the dissolution 
of the house. There are other suggestions 
also, about increasing the security deposit 
tenfold for an independent candidate and 
about having a second set of legislators 
to be nominated by recognised parties in 
proportion to the votes they poll. 

Going by recent history, it seems very 
doubtful if the reforms sugge.sted in the 
Working Paper will achieve the objectives 
it has in mind. Consider, for example, the 
proposal about barring from election 
persons against whom criminal chaiges 
arc framed. Even though no such act is 
on the books at present, when charges 
were framed against a score or more active 
politicians in the Jain Hawala case a few 
years back, the then prime minister and 
the ruling party refused party tickets to 
persons named in the case in the elections 
which followed thereafter. One MP from 
the opposition who was named in the Jain 
papers resigned his Lok Sabha seal, vowing 
not to re-enter it till his name was cleared. 
As it turned out, barring one or two cases, 
charges against no one could be .sustained 
in a court of law. Yet. while the case was 
in the court, it caused serious dislocation 
in the political activities of the persons 
concerned and their parties; perhaps also 
damaged the reputation of some. For the 
sake of argument, one may accept the 
bona fides of the persons then in power 
and the CBI in pursuing those allegations 
based on the Jain papers and assume that 
what they did was all done in good faith. 
Yet, does the Law Commission seriously 
believe that either our rulers or our law 
enforcement agencies will always be 
scrupulously fair in using a provision .such 
as proposed by it, if it is actually made 
part of the law? How many of the present 
politicians can be depended upon to act 
scrupulously and fairly against leaders of 
other parties (and also against colleagues 
from their own parties) at the time of 
elections? 

As against this, one may also keep in 
mind the bribery in the Bofors case. 'That 
.scandal came to light more than 12 years 
back. No charges have been framed in the 
case even after half a generation has gone 
by. It is reported that the CBI is waiting 
for about a year now for permission from 
the central government to prosecute a few 
senior officials allegedly involved in it. 
Governments have come and gone, ruling 
parties have changed. Yet the permi.s.si(Mi 
is still to come and the matter is not moving 
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after a lull 12 years. A more astounding 
example isrepoitedfrom MadhyaPradesh. 
where the state government is refusing 
permission to prosecute two ex-ministers 
even when the Lok Ayukta has found 
prima facte evidence against them. Both 
in the Botors .scam and in the Indian Bank 
scam, to cite only two examples, it is 
manifest that a serious crime has been 
committed. Elections has come and gone 
and yet no charges have been framed 
against anyone. If any politicians are 
involved in these cases, they in effect have 
been left tree to pursue their political and 
electoral activities tor over 12 years 
because of the way the investigative and 
the ludicial .systems in the country arc 
presently tunctioning 

These examples show that the proposal 
of the Working Paper is liable to be misused 
in both ways, tor harassing persons (even 
from their own parly) inconvenient to the 
rulers ot the day by ctxiking up cases 
against them or by refusing to use it against 
the cronies ol the luhng gioup. The Law 
Commission has to seriously consider 
whether the present sorry slate of affairs 
IS the result ol not having enough laws 
on the book or ol the law enforcement 
agencies not having enough will-power, 
competence and maybe even honesty to 
enforce the existing laws. 

Thus It becomes lelcvant to consider 
why no ruler - politician or senior civil 
servant - has been convicted of corruption 
or ol any other crime in the past 50 years. 
The commission needs to ponder whclhci 
this is because (i) our (vuliticians aic all 
angels or (id whether the laws on the 
statute b< Kvk are i nadequate and yet another 
law is needed or (lii) whether there is 
something drastically wrong with our law 
cnloa'cmcnt agencic.s, including courts. 
Many would argue that the Law 
('ommission may more profitably apply 
iLs mind to (iii) above and suggest how 
a dilatory and often pliable law 
cniorcement system (both the executive 
and the judiciaty wings) can be tightened 
at least in case ot electoral matters and of 
those who would represent the people. It 
.should he clear to anyone that what is 
urgently needed is a method to tone up 
the existing law enforcement machinery 
and make it work ra.stcr. more hone.stly 
and more transparently. Having yet another 
statute on the books may salve the 
conscience ol some of the well-meaning 
do-gooders Butwiththesamesetofrulers, 
same bureaucracy and the same law 
enforcement agencies, the chances of any 
improvement in the current depressing 
situation will he the same as at present, 
namely, close to zero. 
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It is true that dK electioa process is t^te 
often turned into a farce when a large 
number of independent candidates choose 
to conte.st. Often some of them are put up 
by one of the main contenders to split tte 
votes of his opponents. It is not likely that 
such nominations will be deterred by 
increasing the security deposit of Rs25,000 
or to even Rs 1.00,000. The idea behind 
keeping the security deposit low was that 
Ihe amount should not act as an impediment 
in the way of the poor candidates. Is that 
idea to be given up? A far simpler and 
more effective remedy will be to require 
an independent candidate to furnish a 
petition signed by say 2 per cent of the 
voters proposing his name. A variant of 
this scheme is being used in the US for 
many years. 

Everyone is agreed that defections, 
splits and rebellions against Ihe leadership 
of the parties have played havoc with 
the parliamentary system in India. 
Immediately after independence, when the 
siKiahsts IcfHhe Congress, Narcndra Dev 
resigned his seat in the UP a$.sembly as 
he had been elected on the Congress Party's 
ticket. It is certainly unrealistic to expect 
the same sense of self-respect and political 
integrity from the Jagadambika Prasads 
and Ajit Singhs and Bhujbals of Uxlay. It 
IS often .said that the present anti-defection 
law has not served its purpose. It is not 
clear what exactly the purpose was behind 
the enactment of the law. If the purpose 
was to help make governments more stable. 
It has not been achieved. The average life 
expectancy of a slate government has not 
noticeably increased after the act came on 
the books. It has perhaps made small-scale 
detections difficult, put some constraint 
on individualistic initiative in the matter 
of changing parties. At the .same time, it 
has given an extra handle in the hands of 
Ihe leaders of a party and the leaders of 
the factions within a party over ordinary 
elected members. It has also increased 
conspiratorial politics manifold. 

The irony ol a situation which requires 
1.1WS to control the behaviour of the law¬ 
makers seems to have gone unnoticed. It 
.seems to he generally agreed that if an 
c lected representati ve of the people chooses 
to give a holiday to his conscience, some 
ways have to be devised to make this 
difficult, by means of some version of an 
anti-defection law. The Working Paper 
proposes that no defections at all should 
be allowed from any party, even if, as at 
present, one-third or moreelected members 
of the party want to part ways from the 
main faction. While making this 
suggestion, the Working Paper has not 
taken into account the numerous gyrations 


that A leiidcr or pvefl ilw nM^ty 
in the party iDUtinely go ihrMigh. The 
recent flip-flop of Laloo Prasad and his 
band of followers over the issue of a 
separate Jharkhand state is only one of the 
several examples of how brazenly leaders 
of a party or even the majority of the 
members of a party are ready to ease out 
of their own solemn promises to the 
electorate. 

There is more to being an elected 
representative of the people than obeying 
the leader of the party. One has to be clear 
what prioritios an elected representative 
is supposed to have, what loyalties he has 
to be true to. In this respect, the role of 
an elected representative is necessarily 
different from that of a party member. The 
latter represents a party, the former the 
people. An elected representative has a 
mandate to work for the implementation 
of a certain policy and programme on the 
basis of which he has been chosen by the 
people. His loyalty has to be to the 
programme, not to the leader. Examples 
abound of the leader of a party breaking 
his solemn promises, gaily abandoning 
the announced manifesto of the party, of 
taking positions exactly the opposite of 
what he and his party profc.ss^ in their 
manifesto and what they preached when 
they were campaigning. What is an 
individual with a conscience or a minority 
faction to do when their leader or the 
majority of Iheircolleagueschoosc to flout 
the mandate given by the electorate?Tnie, 
individual members are also doing this all 
(he time. The point is that everyone 
concerned, the leader, the majority faction, 
the minority faction that would want to 
split or a single elected person has to have 
the first commitment to the programme of 
the party on which he was chosen by the 
people. The reform suggested by the 
Working Paper would in effect force every 
member to subscribe to the dictats of his 
leader, whether it squares with his 
conscience or not. 

While it is accepted that the elected 
members of a political party need to be 
di.sciplined by law, it is surprising that the 
political parties are more or less allowed 
a free run, with hardly any rules to control 
their woiking. As it is, the leaders of 
different parties, under the present set-up, 
have come to wield an enormous power 
over their followers. Many leaders treat 
even their senior colleagues utterly 
shabbily and get away with that. A Deve 
Gowda can remove a Hegtte or a Thackeray 
can remove a Ganesh Naik or a Jayalalitha 
can remove a Kumar from their respective 
parlies ju.st because they wish it so and 
can get away with it. Many acts of defection 
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and fd>eIlion today ate iidteceot itt Ae 
centralised and self-centied way in which 
the leaders manage the affairs of Aeir 
parties. 

Many of the ills which beset the 
parliamentary system in India today can 
be traced to the entirely arbitrary and 
personalised way in which the various 
leaders manage the affairs of their parties 
and the way they are allowed to get away 
with that. It is fashionable to say that the 
Congress Party is reduced to a family 
enterprise of (one branch of) the Nehru- 
Gandhi family. But the situation in say 
RJD or AIADMK or TD or RPI is not any 
different. This indifference to any kind of 
norms in party affairs extends to both 
organisational and financial matters. The 
spectacle that the RPI is making of itself 
lor a year now over clecung its office¬ 
bearers, even after being compelled to do 
so by the Election Commi.ssion, is a telling 
example. The Congress Party also could 
get away with bending its own rules while 
changing its president. The situation in 
other parties is not much belter. A party 
can get by without disclosing its 
membership list, without having toobserve 
Its own constitution, without getting its 
accounts audited, in fact without even 
keeping proper accounts. Even a joint 
sliKk company, responsible only to its 
stockholders and not to the nation ar a 
whole or a co-operative hou.sing society 
has to function under more constraints. 

Despite court orders. Congress cannot 
yet determine how much it spent on Kesri' s 
household expenses, his claim that all his 
personal expenses were taken care of by 
the party is neither supported nor refuted 
by the paity Nor can the Congress Party 
find out who were the NRIs who gave the 
party huge donations a tew years back, 
contrary to the regulations of the country. 
Nor can the government machinery find 
nut the details of these transactions, for 
that matter. A Janata Dai leaderfromOnssa 
claims that Rs 17 lakh found in his house 
were “donations from small, humble party 
well-wishers”. It seems all these donations 
were in cash and no receipts were issued 
for them. Neither the party nor the law 
enforcement agencies And it necessary to 
trace the money, at least to include it in 
party income, to And out how it was used. 
Such amne.sia or simplistic explanations 
may suit party leaders but what is 
remarkable is that the government agencies 
also swallow them contentedly. 

What is true of political parties is also 
true ot individual politicians. There is a 
politician in Pune who, when charged 
withcomiption, explainedaway his present 
wealth by claiming that he received most 


Ae «siet& <• fioMM, ean» eto^ as to^ 
of ap|»ecitajon Aom his han>y and grateful 
supporters. AnotheronefromShimiadoes 
nm even And it necessary to explain how 
his bedroom and bathroom came to be 
chockful of suitcases Aillof currency notes. 
Even though the fodder scam in Bihar is 
in the news for a few years, the income 
tax department cannot still And out the 
details about the assets of the principal 
political suspects in the scam and whetlier 
tlicsc jive wiA their known sources of 
income. In a defamation case involving 
charges of corruption against a minister 
in Maharashtra, it was not considered 
necessary to examine the assets and the 
income tax returns of the person involved. 
Again, any number of such examples can 
be given. 

The electoral system and the anti- 
defection law both urgently need to be 
revrsed. However, the proposals contained 
in the Working Paper arc unlikely to make 
much of a positive contribution in this 
respect. Amending the present rules or 
even having a brand new act will not help 
unless the changes deal .squarely with the 
main problem, which is a slothful, 
cumbersome and often pliable law 
enforcement system. Tochange this system 
IS certainly a tall order and does not remain 
merely in the realm of electoral reform. 

But this does not mean that nothing can 
be done. Even without a aimpiete overhaul 
of the system, one can still make 
meaningful changes in the pre.scnt .system 
to make the gross abuses that are rampant 
today at least somewhat more difficult. A 
major step in this direction would be to 
make the functioning of the government 
and the Anancial status of the persons in 
public life more transparent and accessible 
to public. When such records are accessible 
to public, it may still not deter the Laloos 
or Sukhrams or Babanraos of various 
parties, but the public will at least have 
a more realistic picture of these characters. 
Who knows, public disclosures may even 
shame the government agencies into 
moving more actively in cases of blatant 
misu.se of public office. 

Ideally, one would like only cleanest 
persons to be nominated by the parties. 
Certainly no rapi.sts or muiderers should 
be given party tickets. But given the ground 
realities in India today, keeping in mind 
that the authorities have still not found out 
the killers of L N Mishra or of Datta 
Samant, to cite only two cases, it would 
be wonhwhile to concentrate Arst at least 
onmakingelectorallifedifAcultforcorrupt 
politicians and bureaucrats who connive 
(and often participate) in the corrupt 
practices of their political bosses. This can 


done by inurriduting a few ripnpbf but 
sigatAcant reforms. 

The most obvious reform Aatis urgently 
needed is of course toeliminate the present 
rule requiring prior govermu/govemment 
sanction to prosecute anyone holding or 
aspiring for a public ofAce on criminal or 
corruption charges. As it is. the courts are 
fully empowered to throw out mala Ade 
or frivolous cases. If necessary, the present 
rules may be strengthened, empowering 
courts to impose deterrent punishment on 
frivolous and groundless litigation. But 
the present system, under which the 
political and bureaucratic suspects 
routinely enjoy special protection from 
their own cronies must go. In order that 
such prosecutions arc made meaningful, 
the public must have access to the 
government papers and the decision¬ 
making processes. Right to information is 
basic to any form of open and democratic 
government. Every political party 
subsenbes to this right when in opposition 
and. so far, has promptly forgotten about 
it when In power. 

The other essential reform which goes 
with this would be a system which will 
expedite the cases involving electoral 
matters. There is no reason why any case 
involving violation of electoral law cannot 
be taken up as Arst priority and without 
any adjournments. If the Law Commission 
can devise methods to ensure this, it will 
have achieved much in electoral reform. 

As was mentioned earlier, to improve 
the functioning ot the elected bodies, it 
i.s nccessaiy to start by requiring the 
recognised political parties to observe 
certain minimum norms in their own 
Ainctioning. There is no doubt that if the 
parties are run with some semblance ot 
propriety and democratic norms, there will 
be greater discipline and order in the 
functioning of the legislative bodies, 
without any need tor an anti-dctcclion 
law. llie membership lists of the parties 
must be always ready and be available to 
any interested citizen. The Election 
Commission must see to it that these arc 
revised periodically and tiled with it 
regularly, say every six months. It is ab.surd. 
to say the least, as the RPI tactions are 
now proposing to do, to enroll members 
till aspecified date andeicct ofAce-bearers 
the next week. Such tricks only ensure the 
perpetuation in of Ace of the current ofAcc- 
hcarcrs, es.sentially those who have access 
to the membership forms. The ofAce- 
bearers must be chosen as per the party 
rules and if there are complaints about 
their choice, the selection must be made 
under the supervision of a third party 
nominated by the Election Commi.ssion. 
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This practice is commonly followed in the 
election of directors in a joint stock 
company or of fice-bcarers in aco-operati ve 
MKiety. Most important of all, the accounts 
of the party must be properly maintained 
and audited and be available to any citi /.en, 
at least to every member. If a political 
party fails in any of these obligations, its 
privileges as a ‘recognised’ party must be 
taken away. 

The Law Commission could protitabl> 
consider whether it would not be more 
worthwhile to compel all aspirants to public 
office to make public the official record 
of their income, as.sels and liabilities ot 
the past 10 years at lca.st whenever they 
contest an election. In tact, every 
‘recognised’ party may be made to have 
only those oflice-bcarcrs whose financial 
records are in the public domain and are 
.ship-shape It aMrinalgorcoraKeshubhai 
Patel can reveal the details of thei r financial 
status, there is no reason why a Sunil Dutt 
or a Kalmadi or a Jayalalitha cannot do 
the same It would be small sacnficc of 
privacy on the pait ot pei sons who are so 
eager to serve the p«wr in the country 
Recently, a Shiv .Sena minister refused to 
reveal cither his assets or his current 


income, claiming that he svill reveal the 
information only to his supreme leader, 
if asked for by him. If the LawCommission 
can establish the principle that this is a 
matter that must be public knowledge, it 
will have done a great service to the body 
politic. 

Many of these suggc.stion$ are already 
on the statute books but are seldom 
enforced strictly The additional suggestion 
that the information about a political party's 
lunctioning should be made available to 
public IS perhaps the only new idea here, 
'fhe basic premise behind it is that a political 
party is not the private property of any 
family or individual or even a group of 
individuals. It is part of the body politic 
of the country and has to be .subject to 
some constraints in the interests of the 
titi/ens. Tficre must be more openness, 
more tran.sparency in matters public and 
which better place to make a start in this 
direction than the political parties; all of 
them are so eager to serve the public and 
III theory all of them arc for more 
ti ansparency in public affairs Anyone who 
IS aware of the ills of the present electoral 
system will agree that at least some of 
ihcse will disappear if the entire system. 


including the functioning of the 
‘recognised* political parties, is made more 
transparent, particularly in the matter of 
financing and internal elections. 

There should be no illusions that the 
reforms proposed above will overnight 
transform theelectoral system for the better. 
But they would help highlight the 
background of the persons ‘possessing 
assets disproportionate their known 
sourcesofincome' somewhat more easily. 
It is worthwhile to keep in mind that 
detection anJ pursuit of so-called ‘white 
collar crimes’ is generally easier than the 
plain criminal cases, if the country has a 
reasonably honest law enforcement 
agency. Remember AI Capone? It is not 
for the likes of this author to see any 
similarities between the gentleman from 
Chicago and many of our law-makers. But 
the fact remains that he could be finally 
convicted only for tax evasion, thanks to 
a vigilant and honest tax gathenng system. 
What IS needed is an Indian counterpart 
of “The Untouchables”. The Election 
Commi.ssion will have accomplished a 
great deal if it succeeds in nudging the 
authorities at least a little bit in putting 
them together. 
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Devdopilig Coinpetitiveiiess and 
Social Justice 

A Letter from Bologna 

Debashish Bhattacbcrjee 

The J Ith world congress of the International Industrial Relations 
Association in Bologna, despite its wide-ranging coverage of themes, 
was essentially eurocentric in its design and structure. 


BOLOGNA, the capital of Emilia- 
Romagna and housing one of the oldest 
universities in Europe, has rapidly develop¬ 
ed from a flourishing agricultural market 
town into an important industrial complex 
in Italy. The prosperity of this city and its 
surroundings is related to its key role in 
the distribution of goods in central Italy, 
on trade in both grain and fruit of the Po 
valley, as well a.son industry, food proces¬ 
sing (pasta and chocolates), electronics, 
furniture making, manufacture of auto¬ 
mobile components, steel and chemicals. 
For example, Ducati Motor .SPA (a lead¬ 
ing motorcycle lirm) and Ferrari SPA fa 
luxury auto firm) are situated in and around 
this region, respectively. Technical exper¬ 
tise and (mainly labour market) flexibility 
have quickly responded to the demaitds 
of increased competition, especially in the 
small, medium and family-owned enterprises 
in this area (made famous in the 'second 
industrial divide' and 'industrial di.stricts' 
literature). The city’s economy has flour¬ 
ished in the last two decades, even though 
to a first time visitor, life on the exquisite 
porticoed pavements moves leisurely, 
especially as the evening unfolds No wonder 
that the city is known as Bologna la 
Grassa (“the Fat”): the city is regarded by 
many as the capital of Italian gastronomy 

Hie left has been politically dominant 
in Bologna since the second world war 
and have collaborated successfully with 
private enterpri.se, as well as encouraged 
and nurtured a whole range of no-profit 
social economy sectors and worker co¬ 
operative firms. Thus, the city was an ideal 
place to hold the 11th world congress 
(meeting) of the International Industrial 
Relations Association (henceforth, lIRA) 
that took place between September22-26, 
1998. Tte local host was the Italian In¬ 
dustrial Relations Research As.sociation 
and the theme of this Congress was. 
'Developing Competitiveness and Social 
Justice; The Interplay between Institutions 
and Social Partners’. 

The meeting was attended by over a 
thousand delegates from all overthe globe; 


mainly academicians, but also, labour 
lawyers, trade union leaders, aibitrators, 
officials from several organisations. The 
structure of the conference took the form 
of six forums (with their plenary and 
workshop sessions): (1) Turning Growth 
Into Jobs; Efficiency and Equity in Train¬ 
ing Policies, (2) Reconciling Multilateral 
Interests; The Restructuring of Employ¬ 
ment Relations in the Public Sector, (3) 
Into the Unknown; Managing Human 
Resources in Small and Medium-Sired 
Units, (4) Quality of Work Life: Industrial 
Relations in a Wider Social Context, (5) 
Bargaining Globally; Labour-Manage¬ 
ment Relations in a Multinational Con¬ 
text, and (6) Social Dialogue and Demo¬ 
cratic Development: The Rediscovery of 
Pluralist Industrial Relations. Attending 
•sessions in each of the forums was nearly 
impossible, and in any case, one is invari¬ 
ably guided by one’s proclivitie.s at thc.se 
events; consequently, I attended only parts 
of the first two and the last two forums. 

Prior to these forums, there were two 
interesting prc-congre.ss plenary sessions: 
the first on labour relations in the Italian 
non-profit social economy sectors, i c, the 
experience of worker co-operative firms, 
and the second, on the structure of indus¬ 
trial relations in the Italian economy in 
general. In the first of these, one heard 
about of the 3,.1()0 worker co-operatives 
active in a wide range of sectors, from 
manufacturing to construction and ser¬ 
vices, employing 1,50,000 workers. In 
addition, there are around 200 firms 
employing 40,000 workers in the retail 
.sector (for e g, supermarkets) which are 
owned by over 3 million consumer asso¬ 
ciate members. Given the non-traditional 
ownership structures of these enterprises, 
management has to be organised in subtle 
ways so as to retUise the firm’s mutualistic 
nature in addition to being supported by 
compatible legislative provisions and 
innovative industrial relation practices. In 
the retail co-operrdives, the essence is one 
of creating labour relations practices that 
imposes on all workers, the objectives of 


tfiese ^qtefpiises: otie of protecting aatt 
providing services to the (user) consumer 
members. 

In the second of the.se, one heard about 
the structure of collective bargaining in 
Italy from the vice-president of their 
employer group and from the general 
secretaries of ^1 the three major trade 
union federations; COIL, CISL. and the 
UIL. While the views of the employers 
was predictable, what was interesting was 
the varying views of the three general 
secretaries, reflecting in turn the political 
positions of the three political parties, 
regarding labour institutions and global 
competitiveness. (Shortly, after I left 
Bologna, the second longest Italian gov¬ 
ernment after the war, collapsed due toone 
vote over the issue of the 1999 budget; 
however, the participants were fortunrtte 
to hear in the opening ceremony an ex¬ 
tremely articulate presentation by the 
scholar Tiziano Treu, (former ?) minister 
of labour in bis presidential address, es¬ 
sentially on the need (or .social concen¬ 
tration between all the actors in the indus¬ 
trial relations system). 

In the first forum, on job-creating growth 
and training policies, some of the papers 
among many presented were on: how the 
actors in the IR sy.stem, keeping in mind 
the new globalised environment, should 
give up the concept of 'job a.s property’ 
and think in-stead in terms of ‘cmieer as 
property' (not surprising by a Japanese 
academic?): a comparative assessment of 
the efficiency and equity effects of affir¬ 
mative action programmes in the US, UK, 
Canada. South Africa, Malaysia and 
India: a principal-agent analysis of plan¬ 
ning agreement in the Mezzogiorno, the 
adaptive capacity of Finnish trade unions; 
employer-provided training in pnvate 
Californian firms; dual training .schemes 
in the industrial estates of the Philippines; 
comparing employment-creation versus 
competence generation in Mexican and 
Brazilian firms; labour shortages and their 
effects on compensation across national 
borders: and on the effects of job creation 
through training in Hungarian labour 
markets. Although there was a wide array 
of country experiences in this forum, many 
participants felt that perhaps there was too 
much stress on firm-provided training 
(meaning, I suppose, that the government 
should also tate on this task in a big way). 

The second forum, on the restructuring 
of employment relations in the public 
sector, as expected, was very wellattended 
(especially I noticed those from Asia, Latin 
America and Africa). Some of the papers 
presented were on: the new patterns of 
labour-numagement relations in Norway 
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public sector need not be preserved like 
a 'national park' and should become a 
‘market place'), the dramatic effects of the 
State Sector Act of 1988 and Employment 
Contracts Act of 1991 on employment, 
managerial accountability and labour- 
management relations in the New Zealand 
public sector (there seems to be a lot we 
can learn fn>m their experience), the only 
slightly changing parameters of Canadian 
public sector industrial relations; Taiwan¬ 
ese public sector teachers’ unions and 
their new bargaining rights since 1995; the 
management strategies of public service 
employers in western Europe; the restruc¬ 
turing of employment relations in the 
Indian postal services; trade union merg¬ 
ers and the limits of strategic choice in the 
British public sector, corporate manageria¬ 
lism in Australian public universities; and 
incentive pay in Danish public sector firms. 
There was a lot of interesting papers here, 
but one strongly ielt that the developing 
countries were clearly under-rcpre.sented 
(more on this later). 

Forum .5. on multinational labour-man¬ 
agement relations: international trade 
agreements and s<K'ial clauses had in my 
view the best rapporteur's paper: on the 
emergence ol convergence ol worldwide 
(read OEC'D) employment practices along 
various dimensions. Some other themes 
discussed' the role of APEC on minimum 
labour standards in Asia-Pacific; on 
whether there is an organised response to 
globalisation and intonnalisationoi labour, 
the effects of globali.sation on European 
Works Councils; the effects of the EU on 
Danish ‘exceptionalism’; differing levels 
of labour standards and trade flows across 
the US and Canada; electronic monitoring 
at the workplace acniss countries; labour- 
management relations in MNCs operating 
in the People’s Republic of China; con¬ 
tested employment relations in the inter¬ 
national airline industry; and on the ILO 
tripartite declaration of principles con¬ 
cerning multinational enterprises and social 
policy. 

Finally, in forum 6, on social dialogue 
and democralic,dcvelopment through the 
redi.sco very of plurali.st industrialrelations, 
some of the themes were on: problems of 
establishing pluralist labour relations in 
the transitory economies of eastern Eu¬ 
rope (the.se country ca.ses dominated this 
forum); organi.sed labour and societal 
transition in South Africa; privati.sation, 
social partnership and competitiveness in 
post-Soviet labour relations; new economic 
policy, employment performance and 
labour relations in 1990s Bra/JI; declining > 
union recognition in the new Irish growth 
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the labour-capital relation in the Argat* 
tine; comparing Taiwanese and (jerman 
industrial democracy; does pluralism pro¬ 
mote social dialogue in Poland'?; compar¬ 
ing the viability of pluralist employee 
relations in Austria, Germany and Sweden; 
the evolution on pluralism in Indian indu.s- 
trial relations; the rise and fall of tripartism 
during structural adjustment in India; 
employee buyout and industrial relations 
in a Turkish steel mill; historical choices 
and hidden assumptions of South African 
labour laws; and on pluralism versus 
corporatism in Germany (wonder what 
will happen in German industrial relations 
in the next few years with the Social 
Democrats in alliance with the Greens?). 

The point in the above listing of topics 
discussed at the four forums that I 
familiarised my.self with is merely to 
expose readers to the kind of concerns and 
re.search work being done worldwide by 
both academic and practising social sci¬ 
entists. Those further intere.sted can try to 
acquire the three volume congress pro¬ 
ceedings brought out by Sinnea Interna¬ 
tional, an Italian management consultancy 
and training company [address; Sinnea 
International, Via Ronco 3-40013 
Castclmaggiore, Bologna, Italy). 

For a first time participant at this world 
congress of the IIRA it was a learning 
experience; the complex and myriad prob¬ 
lems that varying .social economies face 
III trying to achieve both competitiveness 
and social justice through social dialogue 
and democratic development. But perhaps 
some reflective, but possibly naive, criti¬ 
cism is in order. Given that during the 
opening session there was considerable 
self-congratulatory posturing by the office¬ 
bearers concerning the growing number 
of new member countries that join the 
IIRA every year, it seemed to me some¬ 
what .strange that the design and structure 
of the congress was undertaken largely 
with the European (not necessarily the 
OECD) countries in mind. For example, 
in the six plenaiy sessions only five out 
of the 24 papers presented were totally or 
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iarly, out of the 112 papers presented at 
the various workshops, only 30 were on 
developing countries! Worse, in the four 
(simultaneous) special seminars series I, 
the ones with the most theoretically ap¬ 
pealing themes and titles, out of the 16 
well-known scholars presenting papers, 
none were from a developing country; in 
fact, only around four were from non- 
European regions. This OBCTD-centricism 
(more Euro really) came to a head in 
arguably one of the more interesting special 
seminar scries on innovations in work¬ 
place dispute resolution moderated by a 
well-known American academic on col¬ 
lective bargaining and labour relations: 
after the presenters shared their experi¬ 
ences of dispute re.solution in the US, 
Canada, Ireland and South Africa, essen¬ 
tially extolling the virtues of learning from 
others, a Brazilian delegate pointed out 
that there was no arbitration in Brazil (as 
every case is tied up in the labour courts) 
but there were plenty of US-trained arbi¬ 
trators! 

In sum, it seemed to be more of a 
Eumpean World Congress rather than an 
international conference. It turns out that 
the IIRA has four regional wings: the 
European, the Asian, the American, and 
the African, and these all have their own 
regional meetings. I look forward to at¬ 
tending the latter three regional congresses 
in the future, but wouldn’t it be a good 
idea for the developing country members 
of the IIRA to have a conference of their 
own so as tosharc theircxperiences? When 
I was mentioning all this (don’t develop¬ 
ing countries have to deal with issues of 
economic performance and labourAsocial 
institutions?) over some excellent local 
Cabernet to a veteran ‘labour studies’ 
hand in one of the many cafes under the 
porticos, it was pointed out that 1 indeed 
was naive, because labour institutions and 
this whole industrial relations ‘thing* was 
to the western countries very western. OK, 
lime to get back to Calcutta towards the 
end of the Puja shutdown week to some 
festive times. 
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PERSPECnVES 


Amartya Sen and Our World of 
Exaggerated Opposites 

* Achin Chakraborty 

Economics is not what this or that economist preaches. But in our 
world of preaching and counter-preaching, or exaggerated opposites, 
we do not stay happy with a brilliant analyst. We drag him into the 
indignity of preaching. 


POPULAR discussions almost invariably 
tend to get mired in exaggerated opposites; 
left and right, reason and violence, market 
versus state, planning and piecemeal 
reform, and so on, as if they exhaust the 
range of choice open to us. An unfortunate 
consequence of this excessive conceptual 
polarisation i.s that we often get involved 
in issues like whether AmartyaSenbelongs 
to the left or the right. Those of us who 
j itrew up in a political atmosphere of a 
black-and-white kind are yet to accept the 
possibility of striking a middle ground 
between apparently opposing worldviews 
In our world of exaggerated opposites Sen 
.ippears to be disturbingly cIo.se to the 
middle. Invoking both Adam Smith and 
Karl Marx in the same context - that is 
what he often docs - is not particularly 
liked by the lollowers of either of them. 

While Sen is known (or his generosity 
towards views contrary to his own, and. 
not surprisingly, has a good number of 
friends on both sides of the fence, many 
of his friends have hardly been duped by 
his exquisite courtesy. Sen’s approach 
towards things black and while (red?), it 
has been alleged by people with a widc- 
variety of ideological persuasions, is 
embarrassingly pedestrian. To understand 
why Sen has been attacked by his 
colleagues from both the left and the right 
we need to have a questioning attitude 
towards ‘ideological absolutes’. 

When Ashok Mitra in his review of 
Sen’s Poverty and Famines was making 
a devastating critique of Sen’s foimalistic 
approach, many of ms loved it so much 
that even ttxiay some would recall some 
of the lines like “our great-grandmothers, 
who, Amartya Sen will Idndly pardon 
the reviewer, were altogether innocent of 
the notion of 'non-negative orthant of 
n-dimensional real space’, knew about 
thesecommon factors underlying families’’ 
[Mitra 1982]. Mitra ends bis review with 


a note of caution; “Poverty and famines 
should perhaps not be looked upon with 
arid detachment; where human lives are 
involved, it is to be desired that we proceed 
beyond scholastic catharsis’’. In other 
words, about adecade-and-a-half ago what 
Ashok Mitra found in Sen was “an arid 
detachment”. If one goes by Mitra's view, 
‘human face’ is probably the last thing that 
would come to one’s mind while charac¬ 
terising Sen's writing on poverty and 
famines. All one could see in the book 
Poverty and Famines, according to Mitra, 
is “an illustration of how a first rate mind 
c<m be led astray by the lure of skill- 
fetishism”. The irony of it all .seems loo 
overwhelming; it is precisely the human 
face that is now believed to charactense 
Sen’s economics. How i omc his peers in 
India failed to notice it? Is it eatiy to 
dismiss their cnticism as fal.se? It is not. 
It seems to me. A more useful way of 
looking at this would be, to paraphrase 
Sen; perhaps human face too, like poverty 
and beauty, lies in the eyes of the beholder. 
Once we are ready to acx'ept it. it becomes 
clear that our failure to understand the 
essentially amorphous nature of the phrase 
‘human face’ is due to our tendency to 
think in terms of exaggerated opposites. 

To take an example from the other end 
of the .suppo.sedly ideological spectrum, 
Jagdish Bhagwati has recently charac- 
turi.sed the pre-reform Indian economy 
as ‘a machine for going backwards’ 
[Bhagwati 1997], And for that he blames 
tlie “home-grown culpability on the part 
of India’s economists”. In his highly 
polemical piece in TLS Bhagwati writes, 
“faced by the mounting evidence of the 
bankruptcy of India’s policies, the 
economists dug in their heels, often 
exercising their theoretical talents to 
rationalise what was nonsensical...Thus, 
when the losses made by public enterprises 
became obvious, the economist Amastya 


Sen, then at the Delhi School of Economics, 
wrote saying how economic ttwory showed 
that losses could be .socially profitable” 
[Bhagwati 1997]. 

What we are talking about is the 
tumultuous world of economists. It is not 
easy to dismiss either Mitra or Bhagwati 
saying both of them are ideologically 
motivated. It is likely that Sen himself 
would rather listen to both of them with 
all sincerity. He would, perhaps, tell them 
the following story which he told 
elsewhere. The story is about two estranged 
brothers - one a general and the other a 
bishop - who meet after many years in 
a desolate railway station and find their 
old dislikes revived. The bishop asks the 
general “Assistant Station Master, tell me 
when is the next train to London?” The 
general replies to the bishop; “Madam, in 
your condition, do you think it is .safe to 
travel?” Sen then adds; “Our ability to mis¬ 
represent and mi.sunderstand what others 
arc up to is quite .striking” [Sen 1991]. 

Wc can l«x)k at the question as to why 
one should be sensitive about others’ 
viewpoints from at least two different 
angles. Being involved in economics is, of 
course, both a social and personal process. 
Social and personal factors enter through 
the judgments that are inevitable in 
economic di.scoursc. The .social operates 
both within and without the world of 
economists. Even though the influence of 
the social factoron social theories in general 
has been much talked about, what has been 
less commented upon is how the social 
factor operates within the world of social 
scientists. We often forget that in any di.sci- 
pline purely individual judgments u.sually 
do not count. In general, a judgment carries 
force when it is shared by a group of practi¬ 
tioners in a discipline and is discussed and 
debated in the context of an identifiable 
research programme. Alternatively, we can 
look at the issue a bit more philo.sophically. 
Every human being holds a comprehensive 
worldview which .seems to explain what 
he or she observes. All these worldviews 
niu.st necessarily be at least partially wrong, 
since wc do not have a scientifically correct 
complete explanation of each and every 
aspect of our complex .social environment. 
In this sense any social inquiry must be 
ideological. Thus, in social sciences, 
including cconomic.s, a criticism cannot 
be brushed aside.merely by saying that it 
is ideologically moti vated. Tliere is nothing 
wrong in it if an argument can he traced 
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back to one's ideological position. What 
is important is to view any supposedly 
ideological position or any moral point of 
view as one among many other competing 
positions. No useful purpo.se is .served by 
invoking moral absolutes. 

Moral absolutes, however, have always 
been with us. Historically, one similarity 
between the letl and the right is their use 
of moral absolutes in assessing the effects 
of any stxial change In the past, numerous 
arguments came from the nght about the 
socially destabilising eftcctsofindu.striali' 
.sation and urbanisation. There is a body 
of literature, started in England during the 
initial priKCSs of industriali.sation, that 
characterises the pnacss for its adverse 
impact on social order As for the Icitists, 
the attack on ‘consuniensm’ .md ‘com- 
modilication' as a result oi economic 
niodcrnisalton has been central clement of 
their criticism oi capitalist development 
.since the 1960s. Both the lelt and the right 
have .so fares aluated the el tects of changes 
in social ordei against a .set of fixed moral 
norms that guided their theorising about 
development. .Sen too has been holding 
on to and articulating a certain moral 
position in an explicit way. What dis¬ 
tinguishes Sen's position from others is 
that It IS not derived from some fixed (lod- 
given notion of truth. His arguments are 
always dug out from within human ex¬ 
perience and discourse following anevalu- 
ating iiufuiry about things we count as 
valuable in our life. 

One lemarkahle thing about Sen's 
contribution is that it docs not end with 
a judgment of the |K'r.sonal kind. Moral 
principles derived from idealised views of 
the .self arc likely to lead to cynicism about 
others (glimpses ol which arc visible in 
Mitra’s review), which Sen has nevci 
engaged in. If we fail to appreciate the 
social charactci of his moral and ethical 
position, we are likely to do injustice to 
Sen as well as many others who have been 
making a sustained effort over the last 
three decades or .so to persuade the com¬ 
munity of cci inomists about the importance 
of certain issues which used to be ignored. 
And this has now culminated into a 
recognisable research programme. It would 
be absurd to say that people should have 
theopportunityforeducatingtheirchildren 
because Sen has said so. Unfortunately, 
this kind ol portrayal of Sen’s ideas is 
quite common in popular media. Yet they 
cannot be cntiicly blamed tor that. As 
McCloskey writes, “In the flight of nx-kets 
the layman can sec the marvel of physics. 


and i n the applause of audiences the marvel 
of music. No one understands the marvel 
of economics well who has not studied it 
with care. This leaves its reputation in the 
hands of politicians and journalists, who 
have other things on their minds. The 
result is much mistaken criticism of 
economics as being too mathematical or as 
not being 'realistic' cnoughor as not .saving 
the world from its folly” (McCloskey 
19K.^ J. It would be unfair to Sen if we want 
to see him as someone out there to .save 
the world from its folly. 

The relatioaship between good economic 
.inalysisand successful policy is far weaker 
than we would like to imagine. And there 
IS nothing defeatist if .Scn-the-analyst 
admits it. as he always docs. But he is not 
a detached analyst either. .Surely, if Sen 
really had a detached and neutral attitude 
towards the subject of his research he 
would not have been considered as an 
interesting and persuasive economi.st. But, 
on the other hand, it is not enough to have 
a moral stance or a vision. A good 
economist has to demonstrate the ability 
to argue in terms that other economists can 
appreciate. It is tempting to argue from 
common .sense, but one has to speak the 
technical language of economists to get 
their attention. The mathematical style 
of Sen's early writing in social choice 
suggests his appreciation of rigour and 
precision. He is aware of the fact that mere 
normative concern for the poor and the 
underprivileged is not enough to persuade 
the practitioners of his discipline about the 
need for knowing the underlying social 
processes. It is important that an extended 


group of economists can agree on certain 
basic judgments. 

To conclude, economics ..t not what this 
or that economist preaches. But in our 
world of preaching andcounter-preaching, 
or exaggerated opposites, we do not stay 
happy with a brilliant analyst. We drag 
him into the indignity of preaching. We 
do not realise, as Michel Foucault has 
reminded us, that we are through with the 
intellectual who functions as the master 
of truth and justice. The role of an 
intellectual is not to tell others what they 
have to do. The intellectual, through the 
analyses that he carries ouuin his own 
field, IS suppo.scd to question what is 
postulated as self-evident, to disturb 
people’s mental habits, to dissipate what 
is familiar and accepted, to re-examine 
rules and in.stitutions [Foucault 1988). 

[The author is grateful lo N Krishnaji and P K 
Michael TharAan for useful discussions ) 
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The Cracked Mirror 

Ashok Mitra 

The Mirror of Class: Essays on Bengali Theatre by Himani Bannerji; Papyrus, 
Calcutta, 1998; pp 240, Rs 200. 


IT would be an outrageous proposition to 
suggest that the Bengali theatre - the Left 
version of it - is as good as dead. True, 
il IS currently in the throes of a majorcrisis, 
which cannot however be analysed interms 
ot any arid serie.s of comparative statistics, 
or by rcierencc to developments elsewhere 
in the country. The Bengali stage has to 
be judged in terms of its own history. The 
amazing transformation from a situation 
of dazzling sunshinetoasettingsunmilieu, 
that has tome about within the space of a 
couple ol decades, is without question mind- 
boggling. the briskness around Calcutta’s 
Rabindia .Sadan complex is neither here 
nor there, the overarching impression it 
still provides is of a ntual to be gone through, 
the ritual of asymptotic .suicca.se. So<alled 
I.x(tisl influence in the sphere of culture 
and the arts is on a tast declining uajectory. 
There is little point in heaping the blame 
for this turn ot events on the Lett Front 
administration in the state. The interna¬ 
tional brotherhood of working class is 
perhaps the most global of ideologies that 
lias emerged since ci vi lisation’searly days, 
'fhe strides in class awareness and class 
analysis dunng the middle decades of the 
2()th century, cutting across the harrier of 
continents, were in fact tar. tar more dra¬ 
matic in then sweep than the post-cold- 
war globalisation of capitalism. The abrupt 
collapse of the Soviet Union and the mas- 
.sive demorali.sai tun that followed amongst 
the Lett in country after country, particu¬ 
larly in the third world, is a phenomenon 
ot epochal significance. The east European 
disaster was not the surcease of the frame¬ 
work of a political system alone. It also 
implied the devaluation of the magnificent 
social dynamics Marx and Engels, later 
supplemented by Lenin, built brick by 
brick. That lodestar they foisted on the 
firmament of imagination of men and 
women was the cimimon source of inspira¬ 
tion for ideologues all over the world. 
Especially in countries emerging out of 
the colonial nightmare, young cadres who 
had been all agog at the prospect of their 
activeengagementintheprox/sof popular 
democratic revolutions. Once the Soviet 
State withered away for altogether wrong 
reasons, their experiments too with the 
modalities of proUlcult suddenly seemed 
to be bereft of any meaningful context. 


The frenzy of the cultural revolution 
was meanwhile over in China, its non¬ 
successes also got to be widely known by 
the mid-1970s. Starry-eyed chanters of 
Mao’s Ten Contradictions were caught 
napping by the change of course decided 
upon by the PRC leadership. Market 
sociaii.sm was much too much; the titbits 
of data trickling out of China had a deva¬ 
stating effect on the concourses of Calcutta. 

Poised against this backdrop, aLeft Ront 
regime - and its acolytes- in West Bengal, 
a constituent of the republic of India 
hemmed in by a rigidly defined Consti¬ 
tution, had few options. The global revolu¬ 
tionary situation had passed them by; even 
Vietnam was hankering after World Bank 
money. Elomestic circumstances were no 
lessdishcartening;hugechunks of the nation 
existed in a mental horizon which belonged 
to the deep recesses of prc-hi.story. 

It the revolutionary fervour had been 
rendered dysfunctional, its accoutrements 
t(x> were bound to experience a degeneracy. 
Ihe peasant movement, always regionally 
uneven, had reached a plateau even in 
areas where it was recugni.sed as a major 
force; the trade union movement was very 
much on the defensive, liberalisation had 
ensured that almost every day another 
factory was locked out as an empirical 
correlate of the intrusion of external capital. 

Himani Banneiji’s explorations of the 
class factor in Bengali theatre, some will 
say, is therefore an anachronism of a 
considerable order. Others would applaud 
her for the courage of her conviction. If 
not anything else, one can consider her 
essays as a coherent commentary on the 
glory that has gone awry. Most of the 
essays assembled in the volume were writ¬ 
ten in the late i970s and the early 1980s 
when class issue-based theatrical experi¬ 
ments were generally accepted as one of 
the principal aspects of current reality. The 
ideologues - those still bound by the 
discipline of the proscenium as well as 
those who had broken away f rom it - were 
in a desperate hurry. The e^y endeavours 
with original play-writing, such as the 
forays by BIjan Bhattacharya and Benoy 
Cihose, were febrile in nature. Bengali 
revolutionary theatre, it was held, deserved 
sterner, more substantive, themes, overtly 
formulated in class terms. Sombhu Mitra, 


an early cynic, withdrew into the soliloquy- 
laden splendour of Greek classics. Tte 
Bengali bour:^isie flocked to watch the 
great thespian perform with both bravado 
and subterranean poetry. But the fractured 
bourgeoisie, still laden widi hope, yearned 
for sonrething more relevant to the crisis 
of contemporary happenings: parallels to 
be eked out from fadedcpics were not their 
cup of tea. They turned to the great white 
hope,UtpalDutt. Dutt was an extraordinary 
improviser and not in the arena of 
theatrecraft alone. He could, equally 
suixinctly and with ferocious speed, weave 
dramatic scripts of diverse genre: poster 
plays, slapsticks with the intentof bringing 
howsoever crudely, a social point of view 
to the fore, plots squeezed out of historical 
episodes, unabashedly reaching out to an 
ideology-driven epilogue. Forms and 
structures were putty-clay in his hands. He 
was, by no stretch, a great playwright; the 
literary merit of most of what he wrote in 
the way of plays is not tenacious enough 
to meet the challenge of time. ITiere were 
also pretensions he was unable to stay 
away from. In the judgment of some 
sourpusses, his enthu.siasm pushed his 
Marxism now and then into uncomfortable 
corners. Each of these statements contains 
a grain of truth; who can nonetheless deny 
the strength and power ol Dutt’s 
.stupendous creativity? 

Others in that period were much less 
ambitious. Or, rather, they were duly 
conscious of the limitations of their talent. 
They scampered around for adajHations. 
if not straightforward translations, from 
texts irom elsewhere. They lifted from 
English, German, French. Italian and 
Spanish scripts, exhibitive particular 
fondness for Brecht, Pc.scatore. Dario Fo, 
Lorca, and even Wesker. Wonder of 
wonders, their enthu,siasm for adaptations 
led them to refurbish Pirandello too. 

These deviations - in case these are to 
be described as such - were perhaps under¬ 
standable. Once the IPTA movement 
splintered, many had escaped into the 
Virginia Wolf adage of an age of genius 
being followed by an age of endeavour. 
Of acuter relevance was the earnestness 
of the passionate romantics to breakaway 
from the baseof what Utpal Dutt described 
as the ’leprous society*. This crowd, con¬ 
temptuous of data which did not tally with 
their preconceptions, kept discoursing as 
if they were in the midst of a revolutionary 
situation. The dilemma of the illusory 
nature of the as.sumptions could not be 
overlooked by the occasional visitor to the 
scene. But the dilemma was also the chai- 
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lenge The Bengali middle class milieu 
has continued to be governed till this day 
as mui h hy Macaulay’s notorious minutes 
as by Cornwallis’s Permanent Settlement 
rhe conibinatioii has led to periodic leats 
of success as well as to unmitigated dts 
asters in creative spheres for the uppity set 
of Bengalis osci the span of a bate century 
and a halt I he middle class stieam of 
consciousness could not escape the grim 
buiden ot the inheritance TTic Bengali 
bourgeoisie were slavish and yet snooty 
they, at least some amongst them, pined 
lortheinake belicveof anairy-laitysocial 
revolution w nil strong domestic roots they 
also howescr sought recognition trom 
external impeccably bourgeois souiccs 
lo all this was added the load of sin that 
was the contribution of the misdoings of 
then toiebeais 

Manv of the siiriings on the Bengali 
stage during this siteich of less than 20 
yeais flimani Bannei|i suggests is a 
iaiihlul letlcclum of the impact of I elt 
pol ilics on middle c lass ethics and attitudes 
Ihe diaiiiilic expciiments were often 
idiosynciaiK olien dogmatic olten 
boidenng on the ridiculous Ihes were 
saved liom peidiiioii by the other reality 
that tile iiiiui uiec impelline these 


productions was deadly senous, som^mes 
you have to honour tte wild ones because 
they are wild The contradictions were 
embedded in the wretched middle class 
existence in a stagnant, post-colonial era, 
there was no way the theatre groups could 
blot out that datum 
Himani Banncrji is no blind admirer ot 
t hose near absurd goings-on She however 
iccognises the heroism mirrored in the 
attempts to sneak away from middle class 
sonsibililies to proletanan (hematics She 
hits Ihe nail on the head with her assertion 
that the archetypal Bengali thespian. 
despite his protestations about his or her 
awaiencss of the compulsions ot inter¬ 
national working class solidarity, was end 
lemams, shackled by the fatal bindings of 
his/her heritage Much ol the struggles 
that were embarked upon in this period 
tor instance by Aiun Mukherjee's 
C 'hetana group - was to devise a stratagem 
oi departure tiom the gnm moonngs 
And yet, what is left ot the Bengali 
theatic it Its antecedents arc disowned by 
the dramatis penonae ot this moment' 
Banncrji quotes instances trom con¬ 
temporary theatre praxis ol the torment 
brought about by these conscious attempts 
It I or mu Lit ions hci CSV 1 he scare h for Ihe 


precise language of the levohitioitaty 
theatre was pursued by Utpal Dutt till hi$ 
very final hours The challenge was awe¬ 
some. given his upper middle class Angli¬ 
cised background But he did not give up 
the hunt This man was in quest of the 
lingua franca ot the people, whether of 
the peasantry of a particular locale, ot the 
miners in the Dhanbad region, the non- 
desenpt clerk in a Calcutta mercantile 
office, ratings on a naval boat Without 
even being aware at it. each such character 
was pushed by Utpal Dutt’s imagina¬ 
tion into the role ot a practitionerof rcvolu- 
tionary activism Dutt, lestless soul, also 
explored the relationship bctwesfli genders 
and within the told ol genders as well 
the emotional tension, in a feudal theatre 
climate, between a producer and his aco¬ 
lytes. only some of whom were as lana- 
lically devoted to the cause ot the theatre 
as he himselt happened to he. has been 
portrayed with immense power in Ttner 
Talssar, so much so that the message ot 
this play, even Banncrji would surely 
agree, has a trans-colonial significance 
Docs Bannerji reach any conclusions' 

I do not think so. noi do I think il was 
her purpose to write an epilogue summing 
up the impressions her researches 
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has argued his case theoretically, and cited 
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literature he has waded through. 
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helped her to form. Thtl granS'adventure 
on the part of the Bengali middle class 
to de-class their identity through the 
praxis of the stage has its thrills, even 
as the tragedy it triggered is deeply 
wounding. 

Himani Bannerji has watched the 
unlolding spectacle through the eyes of a 
half-cynic, half-believer. Maybe she should 
have taken time off to add a chapter to 
analyse the present mood, both of herself 
and of the crowd she has targeted. A 


Rs650. US $ 100. 

THE plight of persons displaced by dams 
and other laigc projects since indepen¬ 
dence IS a harrowing talc of deception, 
exploitation and impovenshment. Ho other 
section of the population has been so 
ladically excluded from the pnscess of 
economic development. 

Perhaps this is an inevitabIecon.scqucncc 
()l displacement. It may be argued that no 
practical resettlement package, however 
generous, can ‘compensate’ di.splao«d 
persons lor the loss of their earlier way 
of life If this were the case, one would 
have to choose between two different 
positions on the ethics of displacement. 
One position would be that development 
projects (or at least some of them) arc 
justified even it there ate some losers, and 
that the best one can do is to minimise the 
hardships they endure. The other position 
would be that displaced persons have an 
inalienable rig/tr to preserve their way of 
life, and that large development projects 
should be abandoned. 

The assumption that successful rc.set- 
ilcmcnt IS impossible, however, is not 
self-evident. An alternative line of argu¬ 
ment is that we should continue to search 
tor resettlement policies that do enable 
displaced persons to avoid impoverish¬ 
ment, and peritaps even to improve their 
lives. This book may be seen as a contri¬ 
bution to this effort. ba.sed on a detailed 
evaluation of earlier experiences of dis¬ 
placement and rehabilitation (hereafter 
D and R) in Orissa. 

The first three chapters present a review 
of the constitutional, legal and policy 
framework of displacement and rehabili¬ 
tation in Orissa, and a summary of the 
D and R situation. Interestingly, Orissa 
has a rich history of succes.sive improve¬ 
ments in D and R policies. Today, it is one 
of only four states that haveenacted specific 


certain briskness still pervades the air, but 
if may break one’sheart to admit the point; 
the hermc experiments cunentiy on are an 
accumulation of mm sequitur dialectics 
which neither dissects objectively the 
events of the past nor illuminates the 
trajectory of the future, either immediate 
or distant. And the uncomfortable query 
cannot be easily brushed aside; is the 
briiliaticeof yesterdayenoughofarationale 
tor tolerating the indeterminacy of the 
present monwnt? 


legislation forthe rehabilitation of project- 
affected persons. This includes a uniform 
rehabilitation policy for irrigation projects 
(introduced in 1990 and revised in 1994). 
I'he legislation looks promising on paper, 
unfortunately, as the case studies in this 
book illustrate, it falls farshort of providing 
adequate protection to displaced persons. 

Chapters 4-7 (the core of the book) 
present detailed evidence of the impact of 
D and R for seven projects: the Upper 
Koiab irrigation project, the National Alu¬ 
minium Company (NALCO) project at 
Damonjodi, the Hindustan Aeronautics 
Limited (HAL) at Sunabeda, the Ib Valley 
coal mining project, the Ib Thermal Power 
Station, the Samal Barrage irrigation pro¬ 
tect, and the Talcher coal mining project, 
i'hesc seven projects are located in three 
different distncts (Koraput, Jharasuguda 
and Angul). For the last two projects, 
displacement is yet to happen, in the other 
cases It has already taken place. The study 
IS based on a survey of 1,977 household.s 
displaced (or to be displaced) by these 
projects, dispersed in 26 sample villages. 
Among the topics covered in these four 
chapters are the demographic and .social 
composition of the sample households, 
the means through which they have been 
compensated, the utilisation of compen¬ 
sation benefits, the problems experienced 
by displaced persons, their standard of 
living before and after displacement, and 
the impact of D and R on women and 
children. Aside from survey data, the book 
presentsagooddeatof valuable qualitative 
information, notably on the perceptions of 
displaced persons thcnvselves. 

The presentation'of this material leaves 
much to be desired. The text, written in 
a blow-by-Uow format, takes the reader 
back and forth between the seven different 
projects, making it hard to keep track of 


ilw latgwplciute. Smne summary fiiK^ 
are presented as info-graphics (bar charts, 
pie charts, etc), but most of them are barely 
readable, all the more so as they aie 
superimposed on pointless maps of Orissa. 
An appendix provides more detailed udiles, 
but this is little more than a 4S-page 
computer printout, again largely un¬ 
readable. One wonders what there is to 
learn, say, from a table giving the project- 
wise, castewise, sexwise age distribution 
of the sample population - about 1,000 
entries in all. A summary table would have 
been fine. 

Despite this presentational nightmare, 
the book contains a wealth of valuable 
information on the D and R situation in 
the seven sample projects. The main focus 
is on changes in the standard of living.of 
displaced persons (before and after 
displacement). A mixed picture emerges, 
involving some improvements as well as 
many adverse changes. On the positive 
side, displaced persons in the sample 
projects have experienced significant 
increases in income. They have also 
obtained better access to various public 
amenities, such as schools and electricity. 
On the negative side is a long list of 
problems, relating both to the process as 
well as to the outcome of displacement 
and rehabilitation; the administration fails 
to consult or even inform displaced 
persons; compensation procedures leave 
behind them a trail of corruption and 
exploitation; the relocation process is 
socially and psychologically disruptive; 
resettlement packages tail to compensate 
for the loss of land; displaced persons also 
lose access to vital environmental resources 
such as forests and pastures; and re- 
.settlement sites often lack basic amenities 
such as drinking water. Another major 
concern is the pervasive gender bias of 
resettlement programmes, aptly docu¬ 
mented in chapter 7. The auth^ con¬ 
vincingly argue that women arc the first 
victims of displacement, partly because 
D and R policies ignore their interests and 
concerns. 

The overall picture emerging from 
these detailed enquiries (summarised in 
chapter 8) is quite sobering. Despite some 
improvement in D and R policies over 
time, displaced persons in Orissa continue 
to be victims rather than beneficiaries of 
development projects. This diagnosis is 
consistent with many other studies of 
displacement and rehabilitation in other 
parts of the country. 

The ptetUK is not without its si I ver lining: 
while 54 per r»nt of the respondents • 
consider that their life has ‘detenorated’ 
as a result of D and R, 40 per cent consute' 
that It has ‘improved’ (Table 6.13). The 
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last figure is mildly encouraging, msofar 
as it indicates the possibility of successful 
resettlement. The .success cases relate 
mainly to the NALCO and Ib Valley coal 
mining projects. These, it appears, were 
projects where the scope for providing 
jobs to displaced persons was relatively 
high. In addition, in the case of Ib Valley 
project, “the displaced persons claimed 
that they got better compensation as they 
agitated against the project in a fierce way 
and exerted political pressures” (p 87). 
This corroborates the common finding that 
the plight of displaced persons depends 
a great deal on their political intluencc and 
bargaining power. 

While these success cases have some 
significance, it is doubtful that the 
standards of resettlement and rehabilitation 
can be radically improved in the current, 
coercive Iramcwork. An alternative is the 
principle of voluntary resettlement- 
displaced persons should have a 
(collective) right to stay where they arc. 
and rc.settleincnt packages should he 
designed through collective bargaining. 
This approach, if it works, would have 
several advantages. First, it would give 
displaced persons the freedom to decide 
lor lhem.selves what is required in order 
for their living standards to improve. 
Second, it would reduce the implement¬ 
ation problems documented in this book 
and elsewhere, since resettlement, if it 
takes place, would take place with the full 
co-operation ol all the concerned parties. 
Third, this approach provides a much- 
needed criterion to decide whether dis¬ 
placement is pennissible in the first place: 
it is permissible il it lakes place with the 
consent of alfcctcd persons. 

The principle of voluntary resettlement 
raises many difficult is.sues, and may seem 
altogether utopian. But if the government 
is .serious about offering rc.settlement 
packages that improve rather than reduce 
the living standard of displaced persons, 
should It nut also be able to persuade them 
that it IS in their interest to resettle? The 
political and institutional requirements of 
a voluntaiy rc.settlement policy arc certainly 
quite demanding. Fur a procedure of 
voluntary resettlement to be possible at 
all, project-affected persons would need 
representative organi.sations of their own, 
and a political space would have to exist 
where bargaining can take place between 
reprc.scnialive organisations of project 
bencliciarics and displaced persons. This 
is a long way from the current framework 
of resettlement policy. But the penalties 
of top-down planning are high enough to 
call for creative thinking - and action - 
in the direction of more participatory 
procedures. 


a# 

AME, a bilateral development prowamme supported- by the 
Govemmant of the Netherlands and implemented by ETC, an 
international not-for-profit consulting orgamtathm, has been 
operating since 1986. AME is promoting sustainable 
agriculture in the semi-arid areas of the Deccan Plateau. AME 
has field offices in Tiruchi, Madanapalii and Raichur, and a 
coordinating office in Bangalore. 

AME intends to expand its team and invites applications from 
creative professionals for 

4 POSITIONS IN AME BANGALORE FOR SENIOR TEAM 
MEMBERS 

• Farming Systems (1): Experience in Farming Systems 
Research and Participatory Technology Development in 
agriculture, a thorough understanding of the concept of 
sustainable agriculture and familiarity with ecological 
farming approaches. 

• Training Support (1): Extensive experience in the design 
and conduct of participatory training in agriculture and rural 
development, lor field and policy levels. 

• Gender Support (1): Experience in gender analysis and 
planning in the context of agriculture and rural 
development. Experience in integrating a gender 
perspective into training and institutional development 
would be an added advantage. 

• Linkage Development (1): Experience in developing and 
strengthening linkages between government, research 
institutes, NGOs and other constituencies. Familiarity with 
the agricultural institutional scenario is required. 

6 POSITIONS IN AME FIELD OFFICES 

• Area Team Members - 2 positions each for the three 
field offices. Experience in sustainable agriculture/land use, 
training, community organisation and gender planning and 
integration; capability to liaise with and guide various 
institutions in developing approaches to sustainable 
agriculture. 

QUALIFICATIONS REQUIRED; 

• Academic: Doctorate or Masters with atleast five years 
experience in rural development work, preferably in dryland 
agriculture/ecological agriculture/natural resource 
management 

• Laii||uage Proficiency ; Excellent oral, reading and 
writing skills in English and in atleast one 
South Indian language. 

• Basic Computer skills 

• Ago : Below 45 years 

• Comfortable with interdisciplinary teamwork and 
training, participatory and gender sensitive approaches, 
identification with sustainable agriculture and equitable 
development. 

AME is an equal opportunity employer. Salaries will be 
commensurate with experience and qualifications. All 
appointments will be on contracts. Deputations may be 
considered. Tboso interostoo in offoring 
consultancy support may also writs in enquiry. 

Apply within 10 days, specifying the positions you are 
interested in, to AME's consulting .mm at the address belaw 
with a CV that details your education, work experience and 
current remuneration: 


THE N ^ GROUP 

248, 13th Cross Read, Wilson Gardens, Bangalore - 580 027. 
Tel-fax; (080) 2274984. E-ma8: padaki64ilr.ysnl.net.in 
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Women Making a Meaningful Choice 

Technology and New Economic Order 

Nirmaia Banerjee 
Swash Mitter 

This paper addresses the closely linked issues of Indian working women’s response to technological changes 
and globalisation and the impact of these changes on women's work. The authors examine several instances 
of women of diverse backgrounds interacting with changing technologies, in the past and currently, in different 
regions and industries of the country. The analysis shows that, in spite of the many differences, the reasons 
why women have been comparatively the greater losers are surprisingly .similar. Besides published secondary 
material, the authors draw on documentation of their experience at the grass roots by a number of NGOs 
engaged in organising women workers in the formal and informal sectors. 


I 

Introduction 

IN ihi.s paper wc uddivs!> iwo contempo¬ 
rary issues The first relates to Indian 
working women's respon.se to techno¬ 
logical changes and globalisation; and the 
second relates to the impact of the.se 
changes on women's work in India The 
issues understandably are closely linked, 
since the responses of Indian women 
depend very much on their own past 
experience of good or had consequences 
of the emergent economic order. 

The material oi the essay is rather unique. 
Besides the published secondary material. 
It draws upon the documentation of the 
cxpci leiices at the grass roots by a number 
of NGOs that arc currently engaged in 
organising women workers in llic formal 
and in the informal .sectors. The documen¬ 
tation was the result of the research that 
the United Nations University In.stitute for 
New Technologies (UNU/INTECH, 
Maastricht, the Netherlands) had commis¬ 
sioned to selected NGOs from eight Asian 
countries between 1994 and 1996. Our 
paper here focu.scs exclusively on India 
and highlights the demands, concerns and 
aspirationsuf Indian working women with 
respect to technological changes as re¬ 
flected in those commi$.sioned repoils. 

The interaction between technology and 
women's lives in India, now as well as in 
the past, has been deeply influenced by 
social and cultural values and also by 
modes of organising work. We thus felt 
that it was important to place the current 
experieiKes in a wider historical and macro 
context in order to understand why it is 
that women often end up with negative 
effects of technological change. The 
understanding is of crucial significance 
for identifying the measures and actions 


that NGOs should demand and the policy¬ 
makers .should deliver, in order to make 
technology a harbinger of positive changes 
in Indian women’s lives and work. 

The question of giving women a voice 
III the debate about technological changes 
assumes a special significance at this 
moment when the urgency to remain com¬ 
petitive in a globali.scd market is pushing 
the country towards a fast take-off into a 
technological 'utopia'. iLs consequences, 
often of a negative character, have spurred 
the women's movement in India on to 
protesting against the accepted model of 
development and the nature of the science 
and technology that arc linked with it 
I Ghosh 1994, Shiva 1995J However, 
though these analysts have raised impor¬ 
tant political and philosophical i.s.sues, they 
have few answers to the immediate pro¬ 
blems that arc fast reaching crisis propor¬ 
tions for large numbers of women. Nor 
have they worked out any long-term .strate¬ 
gies for altering the basic design of plan¬ 
ning. As a result, there is considerable 
confu-sion in the movement about how to 
view the inroads made by technologies 
into women's lives and wotk. The know¬ 
ledge from ‘below’ as incorporated in the 
papers by the NGOs, goes, to some extent, 
towards clarifying this conceptual void. 

Why Tethnouxjy? 

This confusion is likely to prove very 
costly in case the imminent technological 
changes do materialise in response to the 
globalising forces because their impact on 
women is often very swift and massive. 
Pa.st experience has shown that it is dif¬ 
ficult to ward it off with marginal 
measures, however, well-meaning. On the 
other hand, it seems very cavalier to dis¬ 
miss out of hand the huge potential of 
modem technologies that, in principle, 


should also be available for women to 
improve their lives. 

So far, in India, issues regarding the 
impact of technological changc.s haveoften 
been subsumed in the general debates about 
gender and development that had started 
with the report of the Committee on the 
Status of Women in India |GOl 1974]. 
Based on Boserup’s analysis (Boserup 
1970], it was widely held that it is capi¬ 
talist development per se that leads to the 
marginalisation of women in the economy. 
Little effort was made to separate and 
examine the various socio-cuitural and 
economic factors that may have been 
responsible for intixxlucingthe anti-women 
bias in the process. Instead, there is often 
a tendency to condemn modem science 
and technology as being inherently anti¬ 
women [Marglin and Marglin 1990, Shiva 
and Mies 1993]. This position is neither 
valid nor helpful: some such changes have 
clearly benefited women and many others 
are of a sort that women have been looking 
for {Muter 1994). Also, as sliown by one 
of the studies included later in the paper. 
It was the process of controlling techno¬ 
logical decisions that in fact, ultimately 
gave women the empowerment for influ¬ 
encing choices about development models 
themselves. It is in that context that the 
UNU^NTECH project wanted to explore 
not only what technological changes can 
do but also to identify the .stake-holders 
behind those decisions - the potential 
gainers and losers in the process and the 
sources of ttieir relative powers. 

U 

A Bolt firoin the Blue: 

The Textile Industry 

The cotton textile industry of India pro¬ 
vides a very useful example for analysing 
the interaction between technology and 
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gender relations since its women workers 
have faced this problem at several histori¬ 
cal junctures. Of these, the case of the 
women from a settlement of handloom 
weavers in Delhi which was studied for 
this project by Action India, an NGO 
working with them, was the most recent. 
We have on record at least two more 
earlier instances when women’s occupa¬ 
tions in that industry were similarly de¬ 
stroyed becau.se of technological changes. 
Here we examine these three cases to¬ 
gether to seek an explanation for these 
frequent occurrences. 

The experience of the women spinners 
of Bengid at the beginning of the 19th 
century was perhaps the most dramatic 
both because of the swiftness with which 
nemesis had struck and also because of the 
scale of the losses sustained by the women. 
For several ptevious centuries, cotton hand- 
loom textiles from Bengal had not only 
been a major export item from India; it 
had also met the entire demand tor the 
commodity in the .surrounding region. 
Providing yam for this huge production 
hadbecnancxclu.sivc(x:cupationof women. 
It has been estimated that, at its peak, the 
industry had employed over a quarter of 
all women of Bengal [Baneijec 1982]. 

However, Britain's industrial revolu¬ 
tion at the end of the 18th century started 
with mechanised textile mills producing 
cheap cotton cloth. By the 1820s, thanks 
partly to several fiscal measures adopted 
by the colonial government in favour of 
the imports, Bengal was importing not 
only cloth but al.so yam from the imperial 
country (Tripathi 1979:136, Wilson 1830], 

Although there are many debates about 
the extent of the re.sulting dcindu.stnal- 
isation (Sinha 1970:7, Ghosal 1950:44-4.‘i, 
Bagchi 1976], it is generally agreed that 
women bore the major burden of the job 
losses [Bayly 1983:2911. The industry had 
always employed more women than men 
since each weaver day required the yam 
spun in more than two women spinner 
days. And the mechanised mills were so 
much more efficient than those hand 
spinners that the latter could not compete 
with them even at their abysmally low 
wage rates. The weavers too suffered 
tremendous losses; but ultimately they 
could .salvage a part of their markets 
[Baneijee 1982|. 

A parallel instance in this century had 
involved women working in the textile 
mills of western India. Until 1930, women 
had formed a very significant part of the 
textile mill workforce although they had 
been confined to a limited number of 
‘female’ type occupations. Women's 
employ ment there reached its peak in 1926; 


but thereafter, the mills were forced to 
modernise because of the increasing com¬ 
petition from cheap Japanese products. In 
thi.s, the tasks that got modernised first - 
waste-picking, winding and dyeing of yam, 
hand-folding - had all earlier belonged to 
women. By 1929, the number of women 
mill workers fell below the 1919 level and, 
111 1939 it was down to three-fourths of 
Uiat level [Kumar 1983; 102-07j. Well into 
the 1960s, this kind of technology-induced 
redundancy continued to haunt the women 
in the textile mills. 

The 1994-95 case study done by Action 
India for the UNU/INTECH project is the 
third and the most recent example of the 
.same process. It covered a community of 
Hindu and Muslim handloom weavers, 
kohlis and jolahas, who, since the late 
1970s, had lived in a colony called 
Nandanagri-Sundemagri on the periphery 
of Delhi. The area had been specially 
developed by the Delhi Development 
Authority as a weavers’ settlement. The 
study had focused on the spinner women 
from the weaver households who were 
called the ‘charkawallis'. The study had 
included a sample survey of 500 such 
households along with personal views of 
many of the women and men from those 
households. 

In the 1970s, these families had made 
a living by weaving bedsheets on their pit- 
ItKims - a crude form of handloom - for 
sale in the local market. Women of the 
t.imilies were engaged- in spinning the 
yam for them. However, from mid-1980s 
onwards, many factors had combined to 
make the occupation non-viable and had 
forced the weavers to seek work else¬ 
where. The .sample showed that, in the 
198()s, over 50 per cent of tho.se men had 
worked as weavers and 75 per cent of the 
women as spinners; but in the 1990s. their 
numbers had been reduced to about 25 per 
cent. Of the 100 or more co-operatives of 
weavers that had been operating in the 
colony in the early 1980s, only 15 were 
still working at the time of the survey. 

Although the weaverhou.seholds queued 
many rea.sons for the crisis, it was clear 
that their products were lo.sing out to 
cheapersutetitutes from mill cloth. Several 
government policies, including the deci¬ 
sion in the 1990s to allow unrestricted 
exports of raw cotton and yam, had pushed 
the enterprises further towards the brink. 

The charkawallis has been deeply in¬ 
volved in their family enterprises; some 
of them had uken tte main initiative in 
moving to Delhi and setting up the busi¬ 
nesses. Most of them could operate the 
loom if need arose. But till they were 
driven out by the failing businesses, they 


had no other expermice of working except 
as unpaid family workers. And, since men 
had been in charge of the marketing, the 
women had rarely been in control of 
finances. 

When the crisis became acute, most of 
them began to work as winders for small 
factories or as home-based workers doing 
some kind of piece-rated work. At the time 
of the survey, it was they, and not their 
husbands, who were bringing in a steady 
income. Although the women’s working 
conditions in their new jobs left much to 
be desired and they could take no pride 
in the unskilled work they were doing, it 
had nevertheless given them an access to 
the world outside. Also, earning a money 
income had enhanced their status in the 
family. 

The Contrast 

These three instances from the textile 
industry are separated in time, space as 
well as in the markets .served by them. 
There were further important differences 
in the backgrounds of the women con¬ 
cerned. The families of the women in the 
recent Delhi study were recent migrants 
to the city who had been unceremoniously 
shunted to a distant comer by the city 
authorities. Similarly, the women in the 
mills of western India belonged to textile 
worker families who had themselves been 
driven to this work because their original 
landholdings were too uneconomic to 
provide them with a living. Many of (he 
women workers had been deserted or 
widowed and had no one to support them. 
Unskilled and socially isolated, it was not 
surprising that they, like the charkawallis, 
had no defence when the fortunes of their 
occupations changed. 

The spinners of the earlier textile indus¬ 
try of Bengal, on the other hand, were 
independent artisans producing yarn for 
cash .sales in the market. The occupation 
had not been limited only to women of 
weaver households; even high caste 
women would resort to it for supporting 
themselves and their families (Colebrooke 
1794). They therefore were used to mak¬ 
ing independent decisions about their work 
and had foil social sanction for that. Their 
skills too were by no means of a low, 
uniform level; some of them were highly 
renowned for the fine quality of their yam: 
Even in 1790, the directors of the East 
India Company had written that the fine¬ 
ness of the Bengal yam could never be 
matched by any other producer [Tripathi 
1979:25]. One would have expected them 
to have been better prepared for the 
impending changes. If et records show that, 
when the challenge arrived, they too were 
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find no alternafive use for their skills; nor 
could they find ways of learning other 
marketable skills. According to Kumar 
(1983), the women mill woikersofBombay 
had organised several strikes in protest: 
the Delhi women did manage to find 
alternative work for themselves. But those 
highly .skilled women of Bengal of the 
early 19th century had no option left. After 
that crisis, women’s woik participation 
rates in Bengal dwindled to levels far 
below their earlier peak, and have re¬ 
mained consistently below those in most 
other parts of India. Women in Bengal 
henceforth could find work only in their 
household or caste-specific occupations. 
Upper caste women who. in the pa.st, had 
often been the main supporters of their 
families, were now reduced to becoming 
destitute dependents: the only occupation 
left for them was of domestic service. 

Till SlMILARmtS 

In reality, the women in the three instan¬ 
ces shared several important similarities 
which go a long way to explain their 
common late, 'fhe Bengal spinners had no 
access to any physical capital except some 
freely available local materials. So their 
tools remained crude: for combing the raw 
cottrm their tool was fashioned out of the 
jaw bone of a fish. Foi spinning, they used 
a charkha for the medium yam or a takli 
f or Ihe finer yarn, both of these were made 
out of the locally available bamboo. This 
was the sum total ol theircquipment They 
were entirely dependent on the weather tor 
the moisture content of the cotton (which 
wa.s essential to ensure a fine-drawn yam) 
and on the sun tor light. The only way to 
relieve eye-strain was to keep to bowls of 
clean water in front. As a result, their 
pmductivity was very low; a woman 
spinning in ail her spare hours could spin 
no more than just over two pounds of yam 
in a month (Buchanan Hamilton 1812]. 

Because of their lack of capital, the 
spinners of Bengal could never buy a large 
lot of raw cotton at one go. This, along 
with the slow speed of the work, meant 
that there could be no standardisation even, 
in the produce of the same spinner; its 
quality changed from lot to lot and some¬ 
times from day today [De 1958:200-203]. 

The renowned skill of the Bengal spin¬ 
ners comiisted of fighting against these, 
horrendous odds to produce the enormous 
quantity and the fine quality of yam that 
the industry had demanded. The tremen¬ 
dous phy.sical strain involved was often 
noted but seldom corrected. The myth 
goes that young brahmin girls alone could 
spin the fine yam needed for weaving the 
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were liabte to go blind by the age of 30 
(Bhattachaiya 1969]. 

It was the tragedy of these spinners that 
die newly invented machines-Arkwright’s 
water frame, Hargreaves’ spinning jenny 
and Crompton’s mule, together with sev¬ 
eral other minor improvements - could, 
by 1818, produce yam not only infinitely 
faster but also of a much greater evenness 
and fineness: a pound of cotton spun by 
hand could at best yield ISO hanks: a 
spinning machine could get 3(X) hanks out 
of it [Landes 1976]. As against that, the 
t(X)ls and techniques used by the Bengal 
spinners had remained unchanged for the 
previous SOO years although, as Habib 
notes. Chinese spinners had been using 
multi-spindle wheels since 1313 and the 
Luropeans, the U-shaped flyer since 1480. 
llicse inventions had relieved the strain 
on the spinners of those countries and 
speeded up their operations (Habib 1976]. 
No such development had reached Bengal 
till the end of the 18th century. 

A similar situation is being replayed 
among the Delhi weavers of today: the pit- 
looms they use are very crude and slow 
and their speed cannot possibly match that 
of the powerlooms. Also, they could 
produce only a narrow width of cloth and 
because they could afford only the cheap¬ 
est of yam, they could only produce 
checked designs using mixed yams to 
give stiengtii to the fabric. They then used 
lojoin two .such lengths to make a bedsheet 
of the required width. 'Fhis design of the 
product had not hecnchanged for over two 
decades. In the meanwhile, the market had 
been flooded with other cheap products 
like the printed Jaipur bedsheets. Their 
pit-looms were not capable of being ad¬ 
justed to make new piquets. The Action 
India study notes that better types of hand- 
looms with such adjustments were avail¬ 
able and could produce cloth of greater 
width with jacquard weaving. But most 
of the families did not know about them 
nor could they get the capital for installing 
them. 

There is thus a long history of the 
vulnerability of artisans to technological 
obsolescence because they are unable to 
invest any but the minimum of resources 
- physical as well as of knowledge and 
skills - in their enterprises [Bhatt and 
Jhabwalla 1996]. This is tme particularly 
for women who are seldom allowed to use 
any but the cheapest of locally available 
materials for fashioning their tools. If later 
those local materials become scarce (c g, 
l(x:al forest produce may go out of bounds 
for them), or consumer preferenceschange, 
the tools and the ^lls of the artisans are 


oidy to a paificular product ora tecmiqiie.' 

Tile problems are fiirdier aggravated 
because the artisans, specially the women 
artisans, have no access to knowledge and 
information about the world outsit. So, 
even when adaptations are possible, they, 
on their own, cannot find out about them. 
Forexample, the famous Lucknowchikan 
woric was losing its market because the 
home-based Muslim women who used to 
produce it had no direct market contacts 
and were trapped into repeating their tra¬ 
ditional designs and products. Their work, 
which was usually done at home in ex¬ 
tremely poor surroundings, often came 
out soiled and uneven. SEWA Lucknow, 
an NGO, brought the workers together in 
an organisation which made it possible for 
them to work in a proper workshop and 
with new designs and products. Reports 
are that, for sometime now, chikan work 
has been enjoying a wide and very prof¬ 
itable market (oral report by L Tyabji, 
chairperson, Dastakar). 

The fact that skills are taught by rote 
and not by explaining to the artisans the 
basic principles behind the process also 
acts as a barrier to necessary adaptations. 
Their traditions provide them with knowl¬ 
edge about local conditions and materials 
and about problems specific to their tech¬ 
niques. But this knowhow is neither built 
into a wider knowledge system nor tau^t 
as a part of it; so, over time, there is a 
danger of parts getting lo.st in transmis¬ 
sion. To avoid that, workers arc taught to 
regard each step in the process - whether 
ntualistic or actually producUve-asbeing 
sacrosanct; no explanation is given about 
its necessity. This creates a mind-.set which 
venerates the past and distrusts change. 
This is particularly true of women who, 
much more than men, are supposed to be 
the keepers and not the que.stjoners of 
family traditions. 

Logic behind the Pattern 

To sum up: in the textile indusby, which 
had always been the largest .single em¬ 
ployer of Indian women outside agricul¬ 
ture, women’s skills lay mainly in their 
ability to struggle, at the cost of great 
physical strain, with erode tools to pro¬ 
duce reasonably acceptable products. 
Nothing could be done to raise the speed 
and precision of their production or to 
adapt it to changing market conditions. 
Their needs for knowledge or better 
materials have persistently been neglected 
by their households as well as by public 
instiUitions. Technologies have not really 
stacked women’s jobs in textiles; they 
have long been bypassing them. 
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The pattern repeals itself loo regularly 
to he dismissed as a random one; it is 
surely linked with the well documented 
Indian, .specially north Indian, tradition 
which denies women independent rights 
to property and inoduclive resources. There 
IS considerable recent literature lAgarwal 
1994, C'howdhry I994| about this pattern: 
denial of rights to as.scLs, particularly to 
cultivable land, is an important tiwl of 
patriarchy for controlling women’s au¬ 
tonomy and mobility, 'fltis is then inter¬ 
woven with many familial mythsol which 
the most important one is of man the 
providcrand woman the home-maker. That 
IS supplemented by the myth that shows 
women as non-workers, making little or 
no contnhuiion to the family’s income. 
Or. women's work is regarded as non- 
work. a pastime ol iheir own choice for 
which they thein.sclves do not a.s.sign a 
co.st: the work may contribute to the 
family's comfort and happiness hut it is 
supposed to be peripheral to its material 
well-being. It tlk'ii Ih*' omes logical not to 
assign v.iliiabtc productive re.sourccs to 
those tasks. In uicas like Punjab and the 
north-west, wheie this tradition is at its 
.strongest, the reported rates ol women’s 
workfoac pailieipation have always been 
lar below the n'ality |Scn and Sen 1985). 
In other amas, women’s work may be 
acknowledged, hut it is undervalued and 
regarded as supplementary to the pnmary 
male income Hmployers Iimi act on the 
as.sumption that women are supplemen¬ 
tary earners even when the latter work 
full-time fora wage; in this, they arc often 
supported by trade unions and male 
workeis (Kumar 1983, Action India Study). 

Not only women’s work but also ihcir 
bodies and labour arc regarded as s(x:ially 
less valuable than men’s. Thereby the 
family is absolved of the obligation to 
spare resources to eiuse the strain cau.sed 
by a woman’s work. A g<H»d example of 
this is pn ividal by the Murshidabad women 
who rear silk cocoons. At its peak, the 
rearing work requires seven to eight hours 
of daily labour by the women. But they 
.still continue to spend more than two hours, 
twice daily, by the lire for cooking. Their 
households rarely consider it worthwhile 
to invest in anything like a pre.s.sure-cooker 
to ea.se that load (CSSSC 1993). 

Since women's lifetime career is sup¬ 
posed to be marriage and reproduction of 
the household, education as well as cx- 
penence ol the labour market arc consid¬ 
ered of secondary importance inthcircasc. 
We have elsewhere shown that because 
of these practices, Indian women’s 
workforce experience remains distinct 
from that ol women from most developing 


countries of A»a [Btumjee {9920, t998Ii 
The consistently negative impact of tech¬ 
nological changes on Indian women is 
surely related to the nature of their gender 
identities. 

Ill 

The Short Straw: Pharmaceuticals 
and Mining 

Two other industries - pharmaceuticals 
and mining - which had been studied 
under this UNU/INTECH project, were 
also undergoing technological upgradation 
at that time. Like in the textile milLs. lhe.se 
were women working as wage workers for 
large enterprises in tho.se industries. In 
those entcrpri.scs tiK>, modernisation of the 
pioduction techniques had created a dis¬ 
proportionately large number of redun¬ 
dancies among women workers. 

Twenty yearn ago, the Workers’ Soli¬ 
darity Centre had made a .study of 20 
pharmaceutical units located in the 
Bombay-Thanc region. In 1995. as a part 
of this pmjcct. they made a fiesh study 
of 10 of tho.se same units. All these units 
had been set up during the 1940s and 
19S0s by major multi-nationals; the firms 
had introduced several new prcxlucl.s and 
production techniques in the Indian indus- 
iiy. fhey were also among the first indus- 
ti ICS ot the region to induct a large number 
of young, educated women for production 
work on assembly lines. In the industry’s 
expansive phase throughout the 1970s, 
the firms had continued with the same 
policy. After that, however, many of them 
wound up their operations in the Bombay 
area in order to start more sophisticated 
units in other locations. Others began to 
contract out production work to smaller 
local firms in other centres. 

In all lhe.se newly .set up units, the 
workforce had come to be overwhelm¬ 
ingly male- women were no longer em¬ 
ployed on the shop-lloor. The survey 
lurther found that, for the previous 20 
years or .so, the original units also had 
stopped recruiting women. Each firm had 
conK to specialise in a limited numIXT of 
items whose pnxiuction had been expanded 
several-fold through the use of automatic 
machines. The tasks that had been previ¬ 
ously done by women - mainly in the 
packaging department - were among the 
first to be automated. The women were 
declared to be redundant and the firms 
were offering them attractive deals to 
immediately accept retirement. 

Another study, also sponsored under the 
UNU/INTECH project, was done by Hina 
Sen of the MahilaMukti Yojanaand related 
to workers in the iron ore mines of 
Chalti.sgarh. Ibe area studied covered 


cqKlve ore mittesof^BftiiW Sleet jpitett. 
a public sector Unit hteated in Madhya 
Pradesh. Iron ore mining in India is done 
by three kinds of techniques - manual, 
scmi-mechanised and fully-mechanised: 
the method employed in a given mine is 
determined by the specifics of the geologi¬ 
cal formation of the ore and ihc size of 
the mine. The manually operated mines 
arc u.sually the smaller ones which pm- 
duce float ore. In the Chailisgurh area, as 
elsewhere in India, these kind of mines 
are cither in private hands or are annually 
leased out to private sub-contractors. In 
the area under study, local labour union.s 
had fought for and earned the ri^ht to fonn 
workers’ co-operalives to take on such 
contracts on their own behalf. 

Women have always been employed 
only in the manually operated mines and 
hccau.se the operations ol tho.se mines had 
been regarded as transient, to be continued 
only till those fast depleting reserves of 
(he region were exhausted, workers there 
had not been pul on the regular inustei of 
the steel plant. All woikcrs. whether 
working for private sub-contractors or for 
labour avoperatives. were recruited fnmi 
the local tribals; xs per their traditions, the 
worklorce on the manual mines had origi¬ 
nally been composed evenly of men and 
women. 

Since the steel plant's demand lor ore 
was going up fast, the management had 
brought in automated production machines 
in all the mines except the manual ones. 
There ux) attempts had been made to 
intrrxluce a degree of automation; but the 
workers had negotiated and .settled for a 
semi-automated system where the more 
dangerous operations like blasting were 
mechanised but operations of cutting and 
raising the ore were kept manual. Ixiading 
the ore in wagons had earlier been done 
by women; but .several ol the women’s 
tasks in that operation came to be 
mcchani.sed and then taken away from 
women and given to male workers. As the 
float ore re.serves were near exhaustion, 
the men who had been working there were 
being trained for other mechanised opera¬ 
tions including the ones in loading. When 
the manual mines are clo.sed they would 
be ab.sorhed elsewhere directly under the 
plant management. 

On the other hand, in the operations that 
women continued to do, the tools and 
technologies had not been changed. Nor 
were the women being given training for 
any of the mechanised methods. Instead, 
all of them had been declared redundant 
and were being made to take voluntary 
retirement with compensation. Women’s 
share in the workforce of even the manual 
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crated rate. 

The Contsast and SiMiuuirnBS 

The two groups of women in the two 
industries - pharmaceuticals and mining 
- and the jobs they worked on were 
basically very'different. The women in the 
pharmaceutical industry were urban and 
ail of them had completed school educa¬ 
tion. In the drug factories, they had been 
as.signed to strictly sex segregated tasks 
and there were few in.stances where men 
and women worked on identical ta.sks. 

Workers in the manual mines were tribals 
Irom villages sumouiKiing the mines. None 
had any tormal education or training: but 
they had no tradition of a gender-based 
division of pnrductivc work. In the manu¬ 
ally operated mines, when women had 
shared the work with men on an equal 
tooting, their earnings used to be some¬ 
what larger because they worked more 
regularly and in a disciplined way In spite 
ot thc.se diitcrcnces, women in both in- 
du.stric.s had been much more vulnerable 
to technologically induced redundancies 
than men. Why should this be so? 

It seems that, when market conditions 
change and there is need for an increase 
in the overall efticiency ot production, it 
IS the tasks that aie done by women that 
require immediate technological up- 
gradation. Bccau.se of the initial low 
productivity of thcirrclati vely poorertcxiLs, 
those tasks prove to be the bottlenecks that 
need to be corrected immediately in the 
changed cireumstances. This was certainly 
the case in the cotton textile industry and 
also in iron ore mining 

However, in the manually operated 
mines, where at one time, men and women 
had both worked with the same crude 
tools, the .shift to better tools immediately 
brought in a sex-segregated impact. Even 
though there was no difference in the 
initial qualifications and experience of the 
men and women, for some reasons, in the 
new setup, the gender of the workers 
became a criterion in their selection. 
Women as women were not considered fit 
for the new kind of work. So. more than 
anything, women had been adversely 
affected because of the prejudice of the 
decision-makers against giving women 
access to ne w ski lls, knowledge and equip¬ 
ment. In the case of artisan women in the 
textile indu-stry. we had concluded that the 
prejudice was to deny women the econo¬ 
mic benefits of better tools and greater 
productivity; but this example shows that 
It had persisted even where the employers 
should have had no rea.<ion to prefer men, 
rather than women for using the' more 


entirely different dimensioa of die mate 
resistance to entnistii^ women with valu¬ 
able tools. 

The pharmaceutical industry .shows 
another aspect; there, women had been 
earlier employed in large numbers on 
mechanised assembly lines, but they were 
considered unfit to woik on the automated 
machines that came in the next phase. 
Perhaps this was because on the assembly 
lines, women had no power to decide 
about the working of the line; somebody 
else operated it. The risks of women’s 
mismanaging the tools and causing acci¬ 
dents were then mainly borne by them¬ 
selves and not by the machines. On the 
other hand, the automated tools may have 
acquired the worker herself to make some 
decisions which couM have damaged the 
machine itself. 

The sexual division of labour implies 
both: a reluctance to empower women 
with powerful tools and greater produc¬ 
tivity as also a clear negative judgment 
about their capacity to take care of valu¬ 
able a.s.sets. That managers and trade unions 
even in the public sector unit shared this 
belief indicates the wide reach of such 
prejudices. 

Women Lack Flexibiuty 

In both industries, after some initial 
struggle, women had got the standard 
maternity benefits and a right to work after 
marriage; this may have been one of the 
reasons why managers later became reluc¬ 
tant to employ more women. But the firms 
had another objection to employing 
women; that, after automation, women 
could not stand the pace of the faster 
production process and were in general 
not .sufficiently flexible forthe work. When 
asked about this, women explained that 
it was not because they were ‘delicate or 
feminine’, but that modernisation had not 
taken place in all stages of production. 
Equipment for tasks had been selectively 
upgraded. That had increa.sed the pressure 
on workers down the line in jobs which 
had not been modernised. It had become 
necessary to work for extra shifts or with 
overtime. Women found it difficult to take 
this extra pressure for two reasons; since 
there had been no fresh recruitment in 
tlieir ranks, their average age was signifi¬ 
cantly higherthan that of the male workers 
who replaced them. 'The latter naturally, 
were better able to cope with the increased 
work load. 

More important, women could not work 
overt! me orextrashiftsbecau$e,even when 
the factory work-load had intoisified, there 
was no relief from the burden of the 


been possible for Aem to comMnd the two 
responsibilities in the earlier regime, it 
was no longer possible in the newer one. 
Their protests then made the management 
feel that, as wrarkers, women were not as 
flexible as men. Given that global trends 
have come to put a premium on workm 
being flexible about work hours, work¬ 
load and work content, thisfailure to adjust 
on the part of women counts as a serious 
mark against them. 

Actually, it is not that women are in¬ 
flexible in work; it is their load of repro¬ 
ductive work that is so. The services that 
women need, such as cheap and convenient 
child care facilities, more labour saving 
devices including readily available pre¬ 
cooked foods, etc, remain out of the reach 
of most families. And we are a long way 
from a society where men share this work 
on an equal footing even with their working 
wives. 

Employers equally have not considered 
options .such as flexible working hours 
which could have helped women to cope 
with other time-bound demands such as 
meeting children after school or to be at 
home in their holiday.s. Nor would it be 
realistic to expect them to do so in our 
labour surplus economy. Women could 
have got some concessions with the help 
of trade unions; but these .studies had shown 
them to be no less patriarchal in their 
assumption that women's claims to jobs 
are of secondary importance. 

This raises a related question; Lim has 
pointed out that, in many of the develop¬ 
ing countries, working conditions of 
women in manufacturing occupations have 
improved considerably in recent years. 
Contrary to the fears expressed by earlier 
studie.s, employers, specially in multina¬ 
tional companies, have proved to be quite 
accommodating fLim 1991] since they 
have found women to be more flexible and 
adaptable as workers. This is so even 
though now many more older women stay 
on in the workfoce (Baneijee 1992]. 
Several other aultiors have found a high 
and positive correlation between a 
country’s rate of growth and women’s 
employn^nt in that sector (Harves and 
Singh 1995, Cogatay and Orgler 1995]. 
South Asia, particularly India, had proved 
to be an exception to this pattern. 

As we have argued elsewhere, patriar¬ 
chal controls on Indian women are yet to 
be seriously challenged by forces of eco¬ 
nomic growth [Baneijce 1998]. In South 
Korea, another highly patnarchal .society, 
there was a fast increase in the demand 
for women’s paid labour during the penod 
of rapid economic growth. This had given 
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women more autonomy wet tlieir lives. 
Therefore, during the 1980s, there was a 
significimt increase in the number of never 
mamed or laic marrying adult women in 
that country [Korean Women’s Develop¬ 
ment institute 1991 ]. .Similarly, with grow¬ 
ing economic compulsions, women in 
Thailand did rapidly change their fertility 
patterns during the 1980$ and early 1990s 
[Piriyaranasan and Poonpanich 1994). In 
India, despite laws and public propaganda 
for raising the age at first marriage, 30 
per cent of the women in their teens had 
already been married in 1992, and not 
even 10 per cent were left unmarried by 
the age of 24 (GOl 1995). In this, they 
were lagging behind even the women 
from Bangladesh in 1992 (Adnan 1998). 
Also Icrtility studies in India still show 
that decisions about marriage and fertility 
are not under the control of the women 
themselves. Therefore, whether morally 
justified or not. employers nevertheless 
consider Indian women as less Ilexible 
in their approach to work than women 
elsewhea\ 

For similar reasons, .self-employed or 
piccc-nited women workers here arc hard 
put to compile with men even when they 
are equally desperate. Men in such con¬ 
ditions at least have the option to adjust 
to whatever working conditions they are 
oflered. The Muslim male garment work¬ 
ers of Calcutta arc known lor the unusu¬ 
ally high level of ihcir skills; hut because 
there arc lew other employment opportu¬ 
nities tor them, they are willing to accept 
very low rates of pay where they can make 
a living only by working long hours 
(Banerjee I995a|. In the Delhi garment 
industry, there are similarly despearate 
male workers who had reportedly m igratcd 
there from other areas to live and work 
in appallingly bad conditions. Women who 
are loaded with the uncompromising 
burden of hou.sework and also face rigid 
restrictions on their mobility arc indeed 
nowhere as flexible as male workers in 
those positions. 

IV 

Choice.s before Us 
SiAKiNti Tiii.ir Cl aim: Womi n’s 

iNIIIAtlVES 

Most Indian .studies about the impact of 
changing technologies on women work¬ 
ers have locused on selected manufactur¬ 
ing or service industries and have come 
to similar pessimistic conclusions. For 
example, Ghotoskar in a recent study of 
the banking industry has shown that with 
the introduction of new technologies, 
management in that industry too has found 


women less than adequately ifetdbie in 
their approach to work [Ghotoskar 1995]. 

In contrast, in the primary sectorexclud- 
ing mining, the last two decades simul¬ 
taneously saw a dramatic shift in the 
sector's production technology along with 
a rise in employment, specially women's 
employment there. The productivity in 
these activities had increased by the ap¬ 
plication of modem bio-techniques with 
hybrid seeds and chemical inputs; but for 
mo.st major crops, the process had in¬ 
volved an intensification of the cropping 
cycle without much change in the opera¬ 
tional procedures. Particularly in crops 
like paddy or cotton and in other primary 
occupations like dairy farming, there was 
little change in the tools or methods used 
in tasks that were traditionally done by 
women. Thcrofore, women had come to 
claim an increasing share of the additional 
employment generated by double or triple 
cropping. 

Several studies, whether based on sec¬ 
ondary data or on field enquiries, have 
shown that while women's employment 
had increa.sed with these developments, 
there had been no significant improve¬ 
ment in their autonomy, general skills or 
powers of making production-related 
decisions. They had remained trapped in 
their traditional tasks and equipment and 
the productivity of their labour had re¬ 
mained at a low level [Chen and Mitra 
1983, Banerjee 1995b). Therefore, what¬ 
ever their present gains in the .sector, 
women in agriculture remain very vulner¬ 
able to any possible changes in the tech¬ 
niques of production, whether by 
mechanisation of the operations or by 
turther bio-engineering ol the plant vari¬ 
eties. If such contingencies do materialise, 
the largest single avenue of employment 
tor Indian women may suddenly and 
dramatically .shrink in si/.e. 

The study done by SEWA under this 
IINU/INTECH project provides us with 
one example of how women, however 
large their intial htmdicaps, can deal with 
some such possibilities. SEWA, which 
calls itself a trade union of poor worker 
women, has long been trying to ensure that 
the member women can get full-time 
employment of a kind that provides an 
independent living . For this, SEWA 
members believe in building on the skills, 
re.s<.^urces and experience that they already 
have; but they arc aware of the fact that 
in a fast modernising world, these may be 
in danger of losing their market value and 
becoming redundant. To prepare them¬ 
selves for such contingencies, members of 
the organisation ate determined to claim 
tlieir due share of the facilities that the 


state pravidesfor in cittzeht. iSot the 
among these is the store of scientific 
knowledge and technological devices that 
are now available in the country. Women 
like them‘are deprived of these rightful 
claims because they neither have the S(k iul 
contacts nor the political clout that .uv 
needed to get a hearing from the decision¬ 
makers in the.se matters. The latter do not 
think that women, especially illiterate rural 
women, can be trusted with modem tools, 
money, or the power to make the right 
production decisions. The project report 
described how, in several experiments, 
the organisation could get the holders of 
modem .scientific knowledge to deal with 
the problems that faced various groups of 
SEWA members in their day-to-day ac¬ 
tivities . Once the process was started it 
became obvious that the knowledge and 
technologies required to relieve such 
difficulties were rarely of a .sophisticated 
kind; it was only social conventions tliat 
had assumed that the.se would be beyond 
the capabilities of the women concerned. 

In the milk co-operatives of Gujarat, 
though women had always done most of 
the work of tending to the cattle, milking 
them and bringing thb milk to the collect¬ 
ing centres, it was only men who did the 
technical work of mea.suring the milk, 
assessing its fat content, keeping accounts, 
etc. The scheme was not very successful 
in the more distant villages hccau.se of 
corrpution and dilficulties in transporting 
the milk. SEWA members took up the 
challenge and demonstrated that, given 
the necessary training, the illitei ate village 
women could manage all those technical 
tasks; they could also organise a cost- 
cITicient way of collecting milk from the 
scattered small producers. In the process, 
they further managed to bring to the vil¬ 
lages other advantages like basic health 
facilities. 

Similarly, the Vanlaxmi co-operative 
.set up by SEWA members in Ganespura, 
a distant village in Vanaskantha district 
of north Gujarat, turned an apparently 
hopeless and desperate situation of women 
into a dignified and sustainable liveli¬ 
hood. The area was drought-prone and 
women had always had problems finding 
water, fodder and fuel. In recent years, 
living was becoming increasingly diffi¬ 
cult because available water supplies and 
arable land was being used up by newly 
established industrial units. Families were 
being forced to migrate elsewhere as tra¬ 
ditional livings had collapsed. 

In this case, SEWA helped the women 
to get a lease on .some wasteland to grow 
trees, vegetables and other crops. It har¬ 
nessed the help of several scientific bodies 
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versity and the Indian PeUtKteniicals 
Corporation - to teach the women ways 
of storing available rain water, use it 
effectively and organise the crop cycle in 
a way that increased and stabilised the 
nitrogen content of the soil and reduced 
the menace of termites. The women could 
then produce crops which had a ready 
local market. Although initially there was 
.some resistance from local authorities to 
surrendering any resources or powers to 
the women, the co-operative did demon¬ 
strate in a period 013-4 years that the area 
could once more be made habitable and 
that migration was not the only option for 
the poor. 

The women knew the problems of their 
environment; but they had no idea how 
to go about redressing them. They needed 
the intormation and contacts with agen¬ 
cies who had the necessary know-how and 
means to deal with those problems. Once 
they became aware ol the lact they too 
were entitled to enjoy the potential of 
modem technologies, neither their illit¬ 
eracy nor their rural backgrounds could 
stop them In fact, later, they themselves 
brought in power tillers and other 
mechanised aids to case their work load 

Tlie women ol Ganespura did not resist 
the modern industries which had threat¬ 
ened their livelihoods because they knew 
that their traditional way ol life was al¬ 
ready becoming non-viable. By ihcir 
openness to new ideas to counter the impact 
of new developments, tliey managed to 
find more options tor themselves. To an 
extent they also tilted the gender equation 
in their own favour and acquired some 
voice in the local allairs. 

The other ca.se study was of the video 
recording equipment that the members 
had acquired and been trained to operate. 
Though the operators were women who 
had no formal education and were some¬ 
times illiterate, they could .still success¬ 
fully handle and maintain the equipment. 
It IS generally believed that poor women 
can neither deal with such complicated 
equipment nor need it; in fact, for poor 
women with li mited mobi lity and no access 
to the print media, video cameras and 
upes arc very useful for recording and 
publicising their own experiences. SEWA 
members have prepared several such tape 
recordings of their own struggles and 
successes and these have provided inspi¬ 
ration to other poor women who arc 
engaged in .similar struggles elsewhere. 

SEWA's role in these cases was. first 
and foremost, to give the women the 
confidence to deal with modem techno¬ 
logies like video equipment. The women 
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joyftal advenluie, as a tool Aat they can 
use as well as anybody. Also, the tech¬ 
niques brought in by the professional 
experts were of a kind that opened up for 
tite women the infinite potential of mod¬ 
em technologies to deal with problems at 
all levels. Without the mediation of the 
organisation, the women would not have 
known whom to approach for such help; 
the experts too. while quite willing to help 
SEWA, would otherwise have been indif¬ 
ferent to the problems of the low-profile 
women. In the process the women also 
learnt the importance of united co-opera- 
live activity to combat opposing pressure 
groups. 

Banish ihe Modern World? 

One small success story of SEWA does 
not of course counter the enormous threat 
that modem technologies po.se for the 
livelihoods of millions of workers. Ma¬ 
chine-powered trawlers using sonar sound¬ 
ings can scrape the ocean floor bare of fish 
and ruin the livelihoods of fishing families 
all along India’s long coast. A workable 
invention to substitute for Ihe operations 
ot timsplanting and harvesting paddy may 
destroy the jobs of halt the female workers 
III India. Handloom workers in the country 
are aln'ady on borrowed time. And. given 
the present constraints specially on women 
workers, it is very likely that most of them 
will be unable to find any alternative work. 
I'herc is thus a very real danger that, in 
the current balance of powers within the 
capitalist sy.stem, an unbridled play of 
modern science and technology wilt 
achieve progress for a tew but at the cost 
ot de.stroying the livelihoods of many. The 
system in other words, is not sustainable 
as a whole. 

In a subsistence economy, the system 
of production had to be built on an inti¬ 
mate knowledge of local environment and 
Its cycle of regeneration of natural re¬ 
sources. Women, in the course ol their 
daily reproductive activities, would be in 
a particularly favourable position to ac¬ 
quire such knowledge and would have 
thereiore played an important role in 
developing sustainable food and medici¬ 
nal systems for the society. With capitalist 
development, this basic balance between 
natural and economic growth is disturbed; 
re.sources an: exploited faster than nature 
can replace them, the assumption being 
that, maiket forces, along with the devel¬ 
opment of science and technology, can 
compensate for nature's inability to re¬ 
place the destroyed resources. 

This state of affairs, however, had long 
been disturbed by forces of acquisitive 
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in India, as well as in many developing 
countries, had promoted this kind of 
development at a specially fast rate. In the 
years since independence, these tenden¬ 
cies have in fact been further aggravated, 
so that the powerful few have gained at 
the cost of destroying the traditional ac¬ 
tivities of laige sections of population. 
Tbe modem .sector is unable to absorb all 
of them. Nor has the country’s scientific' 
community put in much effort to assist 
them in spite of the enormous suppotl 
and subsidies that it receives from the 
state. Women’s needs are among the 
most neglected. Common people of this 
countty therefore have little reason to put 
their faith in the practioners of modem 
science. 

However, rather than treating science 
itself as the enemy of people, it is neces¬ 
sary to recognise the class- and gender- 
based power play that is involved in the 
process of .scientific development. In 
making decisions in this matter, those in 
authority often make a di-sproportionately 
large aIkKation of the available scarce 
resources for the exclusive benefit of their 
own peers. Similarly, given the prevailing 
patnarchal biases in the society, it is not 
surprising that policy-makers rarely con¬ 
sider it worthwhile to deploy scientific 
knowledge to increase the productivity or 
relieve the tedium of women’s work. The 
pmblem is further aggravated in the case 
ol the poor in India because of the com¬ 
plete lack ot communication channels 
between those who arc knowledgeable 
about modern science and tho.se who are 
struggling to survive with traditional skills. 
The study of the charkawallis in the Delhi 
slums had vividly brought out this hiatus. 
Unless these underlying power relations 
arc changed drastically, the potential of 
science and technology will continue to 
be iLscd only to the disadvantage of poor 
women. 

In.stead of exploring ways of overcom¬ 
ing these barriers to making modem sci¬ 
ence and technology work for the benefit 
of women, the women’s movement in 
India has been far too busy mounting 
campaigns against modernisation of the 
economy and applications ot modem 
science. Because pa.st applications in the 
process of development have often had a 
demonstrably anti-women bias, the ten¬ 
dency now is to view all economic develop¬ 
ment and any application of modem 
science as a potential threat for women. 

In other words, any shift away from the 
traditional position ol women is treated as 
a disequilibrium that needs to be corrected 
by countering the forces of change iiKlud- , 
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ing those of economic growth and tech¬ 
nological development. 

The position is an old mixture of the 
beliefs promoted by anti-imperialists on 
the one hand and cco-feminists on the 
other; and bccau.se the two movements 
make strange bcd-lclluws. the outcome 
not unexpectedly is mired in confusion. 
The former are deeply antagoni.stic to 
capitali.st development with private prop¬ 
erty which has often harnessed the ser¬ 
vices of mtxlcm scientific knowledge for 
devising technologies that deskill labour 
and make large sections vulnerable to 
technological redundancy IBraverman 
1974).The cco-lcmini.sts on the otherhand 
condemn mtxlcrn science becau.se they 
feel that it has promoted the domination 
and subjugation of nature as well as women 
who together had earlier been guiding the 
work! according to the ‘feminine' way ol 
renewal and reproduction. 

In principle, the utopias projected by the 
two movements are radically different. 
The left movements want to shift the 
balance of political and economic power 
in favour of workers rather than the capi¬ 
talists so that the lull potential of eco¬ 
nomic growth with the aid of mexlern 
science can he used fortlie lormcrs’ benefit. 
Pre.serving the environment or removing 
patriarchal bia.scs against women arc 
peripheral to their basic aims and ob|ec- 
tives. The eco-lemiiii.sts, in amtrast. project 
a nostalgia tor an imagined past when 
.siKiety had livcti at the pace ol and in 
harmony with nature’s leprixluctivccycle 
In their pt'rceplion, only an outright re¬ 
jection of modern science and a re-cmcr- 
genccol the 'temininc' principle can bring 
about their utopia without which, they 
argue, tliere cannot be sustainable devel¬ 
opment nor women s empowerment. 

The two theories do resemble each other 
in their neglect ol patriarchy as an inde¬ 
pendent force woiking at many levels for 
the domination ol women. In the former, 
it IS capital that promotes sexual division 
ol labour and generates ideologies lor 
tiominatmg women mordertoexpropriate 
the surplus produced by their work of 
repnxJucing taboin jxiwer. Under the latter. 

It is the mcxlem scientific philosophy ol 
degrading and devaluting reproductive 
work, whethei ol nature or of women, that 
leads to women's subjugation. 

However, our ca.se studies had .shown 
that women’s intra-household subordina¬ 
tion was an important factor in explaining 
their position vis-a-vis technological 
changes. Ociiiallolhcmol access to outside 
knowledge imd valuable resotiices as well 
as their mm-ncgotiabic toad of household 
work had left them without the ncce.s.sary 


flexibility for dealing with any shocks to 
the sy.steni. Nor was there any indication 
t hat, at any historical Junchire, their knowl¬ 
edge and skills had empowered them 
because of the value plac^ on them by 
their households and the society. It was 
only by defying or negotiating with the 
palriarehal authorities that women had 
extracted some self-respect. 

In the literature of the pa.st 20 years there 
has been a continuous critique of the 
orthodox Marxist position on this very 
issue. Marxist temimsis have demonstrated 
that women’s subjugation cannot be ad¬ 
equately explained without bringing into 
the analysis patnarchy as an independent 
but interactive force. Bven then, in the 
context of the Indian women'.s movement, 
some umbiguiiy pcrsi.stcs: this is mainly 
because of the assumption that. from the 
standpoint of poor women engaged in the 
battle for survival, emphasising intra- 
household patriarchal injustice may 
threaten the institution of the family which 
ultimately is the women’s basic .support 
system. 

The cco-lcmini.st position is a more rigid 
one perhaps because there is nut enough 
el lort to make it logically consistent. It too 
has come under a critical .scrutiny, partly 
lor its ahi.sturicity and impraelicality, but 
mainly for the csscntialist and inert image 
ol women that it promotes (Mitter 1994, 
I9‘t7a, 1997b1.Toidcntiry women wholly 
wit h their roles as natural Fcproducurs takes 
away from them any choice and agency 
ti ir determining the .sort of life tliey would 
like to aim for. Projecting them as beings 
ii.iliirally atfiliaicd to nature can also do 
considerable harm to them at the practical 
level. For example, women in the Chipko 
movement were desperately fighting to 
retain control over the Nandadevi lorost 
because it was their only source of fodder 
and fuel Instead, the movement got 
internationalised as an example ot 
women's fight to preserve nature in its 
unspoilt lorm. The government of India, 
responding to this internationally 
puhlici.scd image, uxik steps to protect the 
luresl in its pristine conditions by declar¬ 
ing it to he a natural reserve. As a result, 
(he women who had originally fought in 
the movement found that they could no 
longer touch even a blade of grass from 
theie (Sharma 1994). 

Whose Cnotcn'.' 

In spite of (hc.se critici.sms, aversion to 
iiMMlcrn technologies still forms a major 
plank in the Indian women's movement. 

1 his has raised questions about the poli¬ 
tics ot this advocacy {Krishna 1995, Liin 
1991). Should wc. the privileged few, be 


the ones to sudi decisions on belwlf 
oftheundetprisnleged? What reasons have 
we to believe that poor women are averse 
to the advantages of modem technology? 
In fact, given a choice, they have shown 
a marked preference for modern conve¬ 
niences like water out of a tap, a kerosene 
stove or a television. Those who are in a 
position to influence decisions have them¬ 
selves never lived in a past devoid of all 
modern conveniences and would not in 
any ca.se find it acceptable; in that ca.se, 
to advocate that others should retreat into 
it docs sound high-handed. 

Secondly, even if .such decisions were 
to be made from the .standpoints of the 
women nio.st likely to be affected by them, 
how would this process work in practice? 
For women there is the initial problem that 
known and preferred options are not theirs 
to claim unless their families approve of 
them. School education for girls has been 
made free, but many girls still do not get 
to school. How do we cn.surc that women 
can (liemscivcs make free and unlettered 
choices? 

There is also the basic but olten ne¬ 
glected problem ol aghieving consensus 
among the standpoints of dificrcnt groups 
ot prxir women; alter all. not all of them 
are rural or living by their traditional skills. 
Even for those who were doing so at one 
time, the situation may have changed while 
the battle for the recognition of women’s 
standpoint was on. Many rural women 
have accepted that their way of life is no 
longer feasible and arc trying alternatives 
such as migrating to towns for work. In 
a vast country like India how can we 
ensure that our channels ol communica¬ 
tion remain .sensitive to these changes? 

Thirdly, it is very likely that the women 
may not have any information about the 
emerging technological possibilities and 
therefore cannot make the right decisions. 
The machines that destroyed their jobs 
were beyond the imagination of the tradi¬ 
tional spinners of Bengal. They thought 
they were being undeieut in the yarn market 
by equally ill-equipped but even more 
desperate English spinners. Women’s 
urgamsatiuns working at the gra.ss roots 
can make a reali.stic assessment of the 
problems facing poor women and bring 
(hat concrete knowledge to the notice of 
the dccision-makcrs. But they do need the 
active partnership of re.searchers familiar 
with the dimensions and nature of emerg¬ 
ing macro-level passibilities before (hey 
formulate (heir demands on behalf of (he 
voiccles.s. Otherwise, their policy prescrip¬ 
tions, based on their immediate perspec¬ 
tive. may well be in favour of restoring 
the status quo rather than exploring new 
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‘charkaiwaiKs’ of Delhi wouldeertainly be 
of greater use to the latter ifit were to Hnd 
ways ol improving the women’s produc* 
tivity and bargaining power in their new 
occupations rather than by being nostalgic 
about the sagging handioom industry. 

For public policies, it is not enough 
merely to ensure that women make auto¬ 
nomous decisions about matters that 
concern them Apart from the need for 
mea-sures to minimise the external costs 
arising out of autonomous private deci¬ 
sions. it IS important for each society 
including ours to have a public vision 
about how its cituens, women and men, 
are to live their lives. It must con.sciou.sly 
project its idea about the minimal rights 
and facilities that it wants to ensure tor 
every person This vision, on the one hand, 
will be iixited in what is possible; but it 
has al.so to cn.sure that nohixly. even by 
her own choice, is denied the dignity and 
access to what human knowledge has made 
It possible lor humanity to achieve. As 
Nusshaum has aigued. “we urgently need 
aconceptton of the human being and human 
lunctioning in public policy... Ihe central 
goal of public planning should be the 
(apabiliiies of ctli/ens to perlorm vanous 
imporlum liinclions” [Nusshaum 1995' 
X6-871 Foi this, public policies may have 
to ovcinde private choices on some oc¬ 
casions Poor women who have long been 
u.sed to surviving by their traditional ways, 
may warn to avoid the nsks involved in 
change But public policies and pro¬ 
grammes must be committed to giving 
them the capabilities for improving the 
quality of then lives through information 
and access lo all av.iilablc new opportu¬ 
nities and techniques. It is not enough to 
allow people to make choices from the 
vantage point ol their existing knowledge 
and from underthcirtr»Jitiunal constraints. 
They have to K’ bmught on par with the 
functioning of other human beings so that 
they realise the full implications of the 
choices they make. 

Our research partnership with NGOs 
over a pcritxl of many years convinces us 
that they tixi mu.st have a clear and dyna¬ 
mic vision about Ihe lives of Ihe people 
they want to help. For NGOs working with 
women, this is all the more important 
becau.se mainstream .society, with its 
patriarchal biases, wants to make women 
the custodians of its traditions; as such, 
it may envi.sage for them a future geared 
more to a continuity with the pa.st than an 
entry to new possibi lilies. Women’s NGOs 
must therefore be extra vigilant that their 
programmes too do not merely help women 
to overcome the odds agaiast survival in 


thdr exiafing fitribi. (iW 
ways of ^ving women the rights and the 
capabilitiestoquestiontheircircuin^aiices 
and demand the right to opt for alterna¬ 
tives. In this, their role is very dift'erent 
from that of the trade unions which by 
definition, are committed to Ihe existing 
occupations of the workers. Trade unions 
at least have the right to demand infor¬ 
mation about the technical possibilities 
that might affect their members and also 
to put in claims for retraining or compen¬ 
sation for the lovng workers. Women’s 
NGOs have the added responsibility to 
discover on behalf ol their members the 
coming trends and also the ways to deal 
with them. 

V 

Conclusion 

This study has examined several in- 
Mancc.s ot women of diverse backgrounds 
interacting with changing technologias. in 
the past and currently, in different regions 
<ind indu.<aries of the country. The analy.sis 
has shown that, in .spite of these many 
ditlercnces. the rea.snns why women were 
comparatively the greater losers were 
surprisingly .similar.Thcirskillswcreoften 
very specific to the traditional ta.sk and. 
given their makeshiff and poor tools, ot 
low productivity. Admittedly, employers 
and male-dominated trade unions had on 
many occasions u.scd women for adjusting 
to lire shifts in demand for labour an.sing 
tioin technological changes. But it is al.so 
tiue that women's hou.schold rcspoasihili- 
tios did make them less llexiblc in ihcir 
approach lo work. In short, the gendered 
consiniclion of women workers had made 
them specially vulnerable lo technologi¬ 
cal redundancy. 

We have tried to show through our 
analysis that the dominant position in the 
Indian women’s movement that views 
technological change itself as being su.s- 
pect anscs from a confusion about how 
to view women themselves Through its 
identification of women with their Irudi- 
iionat rules, a major section in the move¬ 
ment has come dangerously near 
csscnlialising them in their ‘feminine’ 
roles. In that, it has played into the hands 
ot the powerful patriarchal forces in our 
country who want to assign to women Ihe 
task ol pre.scrving the very iraditinns that 
have opprc.sscd them. 

There is an urgent need to build an 
active partnership between NGOs work¬ 
ing at the grass roots with women and 
researchers working on women’s issues 
hut with the perspective on both the 
changes that are taking place at the macro- 
k:vel and the pos.sibilities that modem 



mairicind. Untess wwneo release 
selves from the day‘-lo-day struggle (ot 
survival which they can only do through 
this emerging potential, they cannot hope 
lo find the voice or Ihe oppoftuniQ^ b> 
participate in public decision-makingabout 
the nature of future development. 

The NGOs and Ihe researchers have 
further to form an active alliance with the 
stale in order to persuade the latter to 
devek^ a vi.sion of ourscKjety where all its 
members, regardless of gender, class and 
creed will have the same capabilities for 
being full citi/ens. Left to itself, the state 
lends to create a vision according to the 
patriarchal image vis-a-vis women that is 
harboured by the powerful elements in our 
society The other two agencies, one with 
Its knowledge from the grass roots and 
the other from its rale as the knowledge 
broker, have to keep working on the .state 
to remove that bias from its vision. 

This project of the IJNll/INTECH had 
been designed specifically to bring out Ihe 
urgency tor such a three-way alliance. The 
UN agencies have, in the past, given 
support to ail three agencies in their sepa¬ 
rate spheres. But at this crucial juncture 
when third world women, in Ihcir tear of 
the unknown, are increasingly being per¬ 
suaded to reject modem science and 1^- 
nology, we teci that Ihcir acce.s.s lo all the 
parties in this alliance should be used to 
begin a new apprai.sai of the roieof science 
and technology vis-a-vis women. 

(This paper grew oul ol Ihe research project 
cniilled ‘Monitoring the Impact of New 
Tcchiiologcis on Women's Industrial Work in 
Asia' that Ihe United Nations University Institute 
for New Technologies undertook between 1994 
and 1997 The prnieci was lunded by UNIFEM 
and the Ministry of Developim'in Cu-opcraliua. 
Ihe Netlicriands Swa.sii Milter was ihc Project 
Co-ordinator and Ninnala Baneijce was one of 
Ihe advisors lor the projcii) 
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A Cunnudgeon’s Guide to Economic Reforms in 
India’s Manufacturing Sector 

SunflMani 

in association with 
M Vyaya Bhaskar 

India has embarked on a path breaking reform of its industrial sector. The paper, based largely on official 
sources of data, undertakes a detailed analysis of five dimensions of the manufacturing sector: the growth 
performance of the sector, the degree of domestic competitiveness, foreign investments, and domestic 
technology development and finally reforms in public sector enterprises. The analysis shows the unstructured, 
ad hoc and sometimes contradictory nature of the reform process. 

IT is now very nearly a seven years since manufacturing sector has actually declined So in short, if one takes the period since 


India has embarked on a reform of its 
economy which ts characterised by reduc¬ 
ing the role of government, either explic¬ 
itly or implicitly from a number of areas 
of economic activity. An area where re¬ 
forms have been significant from the point 
of view of both its depth and coverage is 
the industnal sector. In the following we 
undertake a detailed analysis of what is 
known about the effect of these reforms 
on various dimensions of the industnal 
sector. The tollowing issues are covered: 
the growth performance of the industnal 
sector; the structure of the manufacturing 
sector - the state of domestic competition 
between firms since deliccnsing; foreign 
investments in the industnal sector, for¬ 
eign technology imports and domestic 
technology generating eflorts in Indian 
industnes: and public sector enterprise 
reforms 

I 

Growth Performance of 
Manufacturing Sector 

India’s manufacturing sector had regis¬ 
tered a growth rate of 8 percent per annum 
during the I98()s. This was considered to 
be very respectable considenng the sta¬ 
tistically significant decline in the rate of 
growth of the sector since mid-1960s.' 
One of the major objectives of the liberali¬ 
sation process was to raise the growth 
performance of the industrial sector by 
removing various constraints and espe¬ 
cially the requirement of an industrial 
licence. In the following we present some 
data on the growth petformatice of the 
manufacturing sector before and after the 
reform period and also during tte crisis 
year. Fbr this purpose the six-year period 
1985-86 to 1990-91 is (tefined as the pre 
reform period, 1991-92 as the crisis 
year and the six-year period 1992-93 
through 1997-98 as the post reform period 
(Figure I). For the period as whofe (i e, 
1992-97), the rate of the growth of the 


by about 2.3 percentage points, though it 
mu.st be added that there have been much 
year-to-year variations. The coefficient of 
variation in the growth rates have signifi¬ 
cantly increased to nearly SS per cent 
during the post reform period as compared 
to a mere 7 per cent during the pre reform 
period. 

Within the manufacturing sector (Fig¬ 
ure 2), there have been an acro.ss the board 
fall in the growth rates bamng the inter¬ 
mediate goods sector. The one industry 
whose growth rate has declined sharply 
is the capital goods sector. In fact for the 
current year (i e, 1997-98) the growth rate 
of the capital goods sector is expected to 
be negative.^ 

Paradoxically it is also the industry that 
has contributed, in a significant manner, 
to the overall rate of growth especially in 
1994-95 and 1995-96 (Figure 3). This so- 
called spectacular growth of the capital 
goods .sector, for the two years, which too 
in the context of large-scale imports of 
capital goods have prompted some com¬ 
mentators^ to reach, albeit, a hasty con¬ 
clusion that Indian capital goods industry 
has become efficient. However this is not 
a valid conclusion to reach for two rea¬ 
sons. First of all there has been an inverse 
mlationship between rate of growth of the 
domestic output of capital gorxls and its 
imports. Second, the data on domestic 
output is based on the index of industrial 
production and therefore refers to a spe¬ 
cific group of capital goods while tlic data 
on imports is from the director general of 
commercial intelligence and statistics and 
refers to a group which is much more 
encompassing. In other words the two 
databases do not refer to the same group 
of capital goods. And therefore one has 
to be veiy cautious in drawing inferences 
about the efficiency of domestic capital 
goods sector from a mere relationship 
between the growth rates of domestic 
output and imports. 


liberalisation as a whole there has actually 
been a decline in the rate of growth of tiM 
manufacturing sector since liberalisation. 
Second there has been considerable fluc¬ 
tuations in the growth rates of specific 
industries such as the capital goods sector. 
The real reasons for these arc not dis¬ 
cussed in the present paper. The oft-cited 
reason for the decline in the growth rates 
is poor performance of the infrastructure 
sector, lack of availability of cheap credit, 
etc. 

Before concluding this section on the 
growth performance it is important to 
comment on the databa.se which is used 
for measuring the performance of the 
manufactunng sector. Despite its varied 
limitations the index of industrial produc¬ 
tion (with 1980-81 as the base year) is the 
one source that is the most commonly 
used.'* Of late the government has been 
attempting to revise this index with a new 
base year and incrca.sed coverage. The 
pronouncements of the government with 
respect to this attempt arc summarised 
elsewhere.^ 

It is .seen from the veiy recent estimates 
for 1997-98 (presented in the Economic 
Survey of 1997-98) that the revision of the 
Index ot Industrial Production (IIP) is yet 
to be eflected.*’ Unless the official sources 
of data are cleaned up for its various shtnt- 
comings. Its usefulness as a barometer of ' 
the reform process is a bit suspect. 

II 

Domestic Competition in the 
Manufacturing Sector 

One of the most important objectives of 
economic liberalisation has been to make 
Indian industries competitive. This was to 
be accomplished through lowenng the 
height of entry barriers, which in the Indian 
case happen^ to be the licensing mecha- 
nism. So with the virtual delicensing of $ 
the manufactunng .sector ii was expected ^ 
that the extent of dome.stic comp^tion 
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between the firms would increase How 
everthcniajontyol theinanufactunng sector 
has remained concentrated as ever belore 
We adduce some evidence on this count 
below Rcloreprocccdmgtodiscussing the 
quiintitative evidence we spell out some 
of the dt tails of the database that is used 
tor mcasuiing industrial concentration 

Data Soi ri rs snd I iMHArioNS 

The study has relied solely on the maricct 
and market shams data published annually 
by the Centre for Monitoring Indian 
Economy (CMIb hereafter) a.s it is the 
only aval lable published souac on market 
shares of uimpanies in the Indian context 
We have used data for the years IV87-88 


and 1989 90 through 1993-94 after which 
there has been no further publication Data 
on market shares for the subsequent year 
has been published m another volume 
titled Hie Indian Industrial Sector How¬ 
ever the coverage of muustnes and firms 
in specific industries in this volume is very 
restricted and comparing this data with 
that of the previous years was not found 
lobe meaningful Even in industries where 
comparable dau was available, it does not 
alter the results reported here though they 
have not been presented Hence, we con¬ 
fine ourselves to analysis of the dau for 
SIX years ending with 1993-94 DaU for 
these years too have some inadequacies 
Discrepancies were found in year-to-year 




covorage of firms in specific mdustnes 
leading to wide yeaMo-year fliKttiations 
in market shares Industries where such 
fluctuations arc divious have been omit 
ted from ouranalysis Toaccountforfuithcr 
and less obvious dispanties in coverage, 
we have divided the penod of analysis into 
two sub-penods and we take the average 
of the two three-year time penods for 
companson Classification and level of 
disaggregation largely conf irm to the three 
and four digit classification adopted by 
llvi AnnualSurses ofiruimtries (hereafter 
ASI) Though every year over 300 indus 
tnes are covered, comparable data tor at 
least 4 time points arc available tor only 
around 250 mdustnes These mdustnes 
account for nearly 70 percent ot the output 
ot the Indian manufacturing sector as 
measured by the HP with 1980-81 as the base 

An important limitation ot the data source 
IS Us coverage of only the organised sector 
However we argue that tins problem is 
likely to be very acute only tor the cun 
sumcr non durable industry where there 
IS an abundance ot linns bi longing to the 
unoiganised sector If a spccitic industry 
has a large proportion ot its output cma 
nating from this sector, then it can under 
mine the market power as indicated by the 
CMIE data Moreover, market share data 
for industries having a large number of 
firms docs not extend to firm specific 
market shares for all in ms Consequently 
It constrains us from using a better mea 
sure ul concentration like the Hcrtindhal 
index which requires such d.Tta 

OviRALi Levi I SOI CoNcrNTRAnoN 
Pre and Post Ri i orm Pi rioo 

The combined average concentration 
levels for nearly 250 industries over a six 
year penod arc presented in fable I and 
Figure 4 Given the limitations of data (as 
discussed above) we have computed two 
separate senes Scries one includes data 
on the consumer durable industry while 
Scries 2 does not Market power as de 
fined by the three firm concentration ratio 
continues to be high (neAVly 68 in the 
Indian manufactunng sector) That the 
levels have not declined is also obvious 
from Figure 4 and Table I However, as 
stated in an earlier section, given the 
wide discrepancies and year-to-year fluc¬ 
tuations in the maricet share data, omission 
of apaiticuiarindustiy fmaparttcularyear 
IS bound to reflect upon die average for 
that year Hence, to minimise such errors, 
we divide the period into two three-year 
time penods, viz. 1987-88 to 1990-91 and 
1991-92 to 1993-94, and take averages for 
the two periods Interestingly, this 
penodisatKMi also roughly corresponds to 
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the pre and post rcl'omi phases of the 
Indian economy. The results of this ex¬ 
ercise arc also presented in the same table 
and the figure. Once again, we find no 
indication of a decline in concentration 
levels. On the other hand, there has in fact 
been a marginal increase from 68.56 
(66.90) to 69.30 (67.07). Maybe the more 
correct inference to he drawn is that despite 
(Jclicensing Indian industries have re¬ 
mained concentrated. 

Since these are es.sentia)ly unweighted 
averages, it is imptutant to sec the di.s- 
aggregated picture. To accomplish this we 
undertake a u.se-hased cla.ssifkation of the 
product groups at hand. This kind of 
clas.sificatiun would aliio help us to un¬ 
derstand the possible links between growth 
and concentration levels. It is known that 
industries with high growdi are prone to 
decreases in concentration levels as they 
provide more opportunities for new firms 
to enter and take advantage of the giowing 
market. Table 2 provides data on concen¬ 


tration levels of industrial .sectors classi¬ 
fied on the basis of their end-use. lliis 
classification follows the one carried out 
by Ahluwalia I J (1985). 

In terms of aKsolute levels, market power 
ill the intermediate, capital and comsumer 
durable goods sector is very high. Given 
the sizeable pre.sence of the unorganised 
sector in the consumer non-durable Indus- 
tiy, the actual market power would be 
considerably lower than indicated by the 
data set u.s^ here (this point was made 
earlier). The increasing concentration 
levels in the consumer durable industry 
warrants .some explanation a.s it is the 
segment, which has witnessed much new 
entry. But it is also a fact that the consumer 
durable industry is highly heterogeneous 
and within each industry there is consi¬ 
derable product differentiation. The capi¬ 
tal goods sector too has registered a minor 
increase. Concentration levels fortheother 
three sectors appear to remain steady 
though the average for the two time pe- 


liodt ^ws a'sinian tiM 

mediate goods sector from a high of 
per cent. The increases in the conce»trt|i>' 
tion levels in the capital and consumer 
ble industries are particularly interesti^ 
considering the high growdi that thesO. 
sectors have witnessed in recent years. . 

There is yet another piece of evideociO., 
to show that there has been a slow dowjpt" 
in the proposed investment proposals sinpo 
1991. Hiis is captured in Figure 5 whoe.. 
the number of industrial entreprenetir. 
memorandums (lEMs) filed during tlie 
period are plotted both in terms of it# 
number and value. The plot shows that on' 
both counts there is really no steady in¬ 
crease in investment intentions. In fact 
there has been a definite downturn since 
1995. This shows that the potential for 
new entry into various .segments of the 
manufacturing sector is rather limited 
thereby implying persistence of concen¬ 
tration levels. 

Yet another evidence for the lack of 
increased competition between firms is 
the fact that the number of sick industrial 
firms and the amount of bank advaiKes 
which is locked up in these sick firms 
increased very slowly during the post 
reform period. This is de.spite the fact that 
after an amendment of the Sick Indastrial 
Companies Act (SICA) in 1993 the defi¬ 
nition of sickness has been relaxed con¬ 
siderably’ (Figure 6). If indeed there has 
been intense competition between firms, 
more and more firms would have fallen 
into the category of sick firms especially 
when .seen against the fact that there are 
strong barriers to exit. 

We have seen above that despite 
liberalisation, an average industry in the 
Indian manufacturing sector has remained 
concentrated. It must however he men- 
tioned that our computations have not . 
taken into account the effect of import ■ 
competition at least in some of the sectors. . 
This is because con.scqucnt to the lower- 
ing of customs tariffs and the removal of:; 

TaBLC I: OVKRAU. LEVUS of CoNrtNTVATiaN M» ’? 
iw: Indian MANUFAniiRiNu .Sector 
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NATIONAL COUNCIL OF APPLIED ECONOMIC RESEARCH 

‘Parisita Bhawwi”, 11 tndraprastha Estate, 

New Delhi - 110002 

The Position: Chief Economist and Head, Survey and General Economics Programme Area 

The National Council of Applied Economic Research is looking for a suitable candidate to head the Survey 
and General Economics Programme Area. This is an important Professor level senior position in the Council 
and the incumbent will be incharge of overall sampling for all the projects and the conduct of All India Surveys. 
NCAER is well known for its Market Information Survey of Households (MISH). The incumbent will be expected 
to lead the Council’s activities in conducting Household and Firm Surveys. The position therefore involves a 
thorough knowledge of statistics as weil as experience in conducting and managing large all India surveys. 

Qualification: 

Masters Degree in Statistics with specialization in Sampling techniques from a reputed University/Institution. 
Preference will be given to candidates with Ph.Os. Knowledge of Economics/Econometrics is aiso desirablef 

Age Limit 

45 years - relaxable in exceptional cases. 

Experience: 

Candidate must have a minimum of 10 years experience in designing, organizing and conducting large-scale 
surveys of both household and non-household enterprises in different fields of social sciences such as Economics, 
Demography, Agriculture, Industry and infrastructure. The candidate must have experience in managing voluminous 
survey data and conversant with different estimation techniques. He should be familiar with leading software 
packages for data management and analysis. Background of Economics is desirable. 

Salary: 

The NCAER pays competitive salaries. Gross salary will be in the range of Rs. 28,900 - 37,900 per month. 
This includes allowances such as Flexible Pay, House Rent allowance. Performance Variable allowance, medical 
reimbursement and transport reimbursement as per the Council’s rules. In addition there are provisions for the 
usual benefits such as provident fund contribution and gratuity. Salary is negotiable depending upon qualification 
and experience. Interested candidates may write to the Registrar for details of this compensation package. 

Applications with particulars of qualifications and experience together with copies of published papers/reports, 
should reach the Registrar & Secretary at the above address by January IS, 1999. 


NATIONAL COUNCIL OF APPLIED ECONOMIC RESEARCH 

'Pansila Bhawan”, 11 Indraprastha Estate, 

New Delhi - 110002 


The Position: Head, Computer Centre 

The National Council of Applied Economic Research wants a capable person to head the Computer Centre. 
The Computer Centre is the hub of NCAER’s research activities. The Council has recently upgraded its 
information technology system. It now has world class IT infrastructure. The new Head of the Computer 
Centre will be expected to implement this new infrastructure through training, networking. 

Qualifications: 

First Class Masters Degree in MCA or B.E.(Computer Science) with the minimum of 8 years experience is 
essential. 

Age Limit 

40 years - relaxable in exceptional cases. 

Experience: 

Candidate must have at least 8 of years experience in Programming. He must be familiar with the 
processing of Survey Data and Programming the tabulation of huge All India Surveys both at the household 
level as well as non-household enterprises in different fields of social sciences. Must be familiar with the 
Data Management Systems: must have knowledge in leading software packages; must be able to organize 
and run a modern internal network with full external connectivity. 

Salary: 

The NCAER pays competitive salaries. Gross salary will be in the range of Rs. 23,300 - 31,300 per 
month. This includes allowances such as Flexible Pay, House Rent allowance, Performance variable 
allowance, medical reimbursement and transport reimbursement as per the Council’s rules. The salary 
fixation will be commensurate with qualifications and experience. 

Applications with particulars of qualifications and experience together with the copies of papers published 
should reach the Registrar and Secretary at the address given above by January 15, 1999. 
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quantitative restrictions, the dome.stic 
maiiutacturers have to face increasingly 
competition Irom imports. 

Mani (1995) had argued that there has 
effectively been a substitution of entry 
barriers. To repeat those arguments here, 
the policy on minimum economic scales 
(ME.S) announced in 1995-96 has effec¬ 
tively erected a capital barrier to entry. 

fn 1995-96. the government fixed MBS 
in about 72 bntad industry groups.** Under 
the delicenscd regime this meant that future 
capacity creation in any industry must 
conform to the MBS prescribed by the 
government. There arc two aspects of the 
MBS that need to be spelt out. First of all 
for all the industries the MBS has been 
fixed at a unique point. Implicit in this 
belief is tite unrealistic assumption that the 
long run average cost curve of a typical 


firm is U shaped as suggested by tradi¬ 
tional nco-classical theory, .so that there 
IS unique point where the costs arc 
minimised. Second, it also makes the added 
assumption that there arc significant econo¬ 
mies of scale in all the chosen industries. 
Supposing both these a.ssumptions were 
to l)c proved counter! actual, then the policy 
ol fixing the MBS at unique levels of 


capacity is bighiy questic^iable. jPiW 
stance, it has been shown through empii^,^ 
ctd studies that the long-run average c<^;^ 
curve is L shaped meaning thereb^y that.:; 
there is range of output for which the costa C 
are minimum. If this argument is correct, 
then the government ought to have fixed, i 
the MBS within a range and not at a unique‘ 
point. Second, the recent technological . 
changes, which is quite central to most 
industries, have rendered the exi.stence of 
economies of scale in most industries less ' 
significant. It should of course be added 
that this proposition would hold gotxlonly 
for a select number of industries. Thas the 
policy of fixing the MBS at such unique 
and often enough at high levels is tanta¬ 
mount to erecting a capital barrier toentry. 
This is because at such predetermine 
capacities, the cost of setting up such 
plants are .so high that only few entrepre¬ 
neurs can enter and that too only with the 
support of development banks. This is 
becau.se most industrial projects in India 
are financed, largely, by loans than by . 
equity (Figure 7). 

This makes it easier for existing units 
toexpandto.suchcapacitiesthanafresh unit 
to come up. This would mean persistence 
of concentration in already concentrated 
.sectors and that is precisely that seemed 
to have happened. In other word.s, the policy 
of across-the-board deliccnsing coupled 
with fixing capacities at pre-determined 
levels arc bound to be contradictory and 
it will not result in any significant increase 
in competition among firms. 

A second possible reason may be the 
increased mergers and takeovers especially 
of the horizontal variety. There are no 
official sources of data on the number of 
mergers and takeover cases in India. But 
according to one source [Parikh et al 
1997:142) there have been 121 takeovers 
and mergers during the period 1988-92. . 
Quite a few of them having been of the 
horizontal variety will have implications 
for maintaining or increasing the level of 
concentration.Itisagainstthisbackground ; 
of increa.sed activity that the Bhagwati 
Committee was set up to review the regu- i 
lations and recommend changes with 
respect to the rules governing takeovers. 


Table 2: Averac* Three-eirm Conoinfration Ratio- Use-based Ciassiucation 



1988 

1990 

1991 

1992 

199.5 

1994 

Pre-Reform 

Period 

Post-Reform 

Penod 

Capital goods 

74.72 

76 II 

79.27 

79.06 

80.54 

79.92 

76.7 

79 8 

Basic gotxls 

54.17 

.56.61 

.58.18 

57.84 

56.91 

57.01 

56.32 

57 25 

Iiitennediaic goods 
Consumer durable 

80.67 

8.5.02 

8.5.71 

80.01 

79..56 

81..59 

82.47 

80.32 

goods 

Consumer 

75.77 

74.24 

77.28 

80.09 

83.75 

81.43 

75.76 

81.75 

non-durabte goods 

S2..56 

50.97 

5.5..58 

.50.94 

.52.19 

55.69 

52 3 

52.94 
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Foreign Investments 
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shan* of net foreign investment as a source 
of financing the cuitcnt account deficit 
working out to approximately half of the 
cipital account from virtually nothing 
Initially the shaie of I PI was more impor 
I ml but increasingly the share of FDI 
inflows have gone up significantly 
especially in more recent years In the 
liillowing we discuss the trends in both 
the t UI and PPl and we begin with the 
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Foreign Direct Investments (FDI): FDI 
was actively discouraged since the pas¬ 
sage of the Foreign Exchange Regulation 
Act of 1973 This has since been reversed 
and now the government actively seeks 
FDI In fact a pro-active FDI policy has 
now found a fair amount of resentment 
from the local entrepreneur community 
The latter feels that the government has 
levelled the playing field too much in 
favour of the foreign companies 
There are at least three reasons as to why 
the government is displaying a much more 
open attitude towards FDI First ot all FDI 
is viewed as a means through w}|ich the 
country secures large inflows of essen¬ 
tially non-debt creating financial flows 
Dunng the second half of the 1980s, FDI 
had emerged as an important component 
ot the private financial flows to develop¬ 
ing countries Second, very often foreign 
technology suppliers are unwilling to 
transici their stale of-the ait technology 
to host economics unless they arc given 
explicit equity participation in the local 
venture Finally FDI is also seen as a 
conduit for promoting exports of manu 
factures from the host economy The 
experiences of some developing countries 
(such as Malaysia) in this regaid arc usually 
cited The Indian experience with regard 
to FDI IS outlined below 

(i) Die acuial inflow ofFDI has been show¬ 
ing a steady increase from a mere 127 
million dollars in 1992 93to3 2billion by 
1996 97 (Figure 9) But this is far short of 
the 10 billion dollar a year target set by 
the government The outflows on account of 
royalty and dividends, etc are insignificant, 

(ii) Ihcinllowsarccharactenscdby very 
high failuic rates ^ these rates have avei 
aged around 80 per cent since 1992 93 
Ilie precise reasons as to why such a di ver 
gence occurs between intencfed and actual 
investments needs to be researched into, 

(ill) Much of the FDI inflows seem to 


An impoitant component of the indus 
Inal lefoim prcKcss has been the active 
eiicouragcment of foreign investments 
Initially only direct invcstinents(FT>I) were 
encouraged But by October 1992, thea' 
has been considerable relaxation of the 
rules goveining portfolio equity inflows 
(FPI) The glowing importance of foreign 
investments is m ipped out in Figure 9 
Thiee sepaiate indicators arc used 
(i) foreign investments as a percentage of 
GDP. (II) as a percentage ot exports, and 
(ill) as a peicentage of the capital account 
of the balance of payments 
Accoiding to all the indicators thcie has 
been a definite upturn since the initiation 
of economic reforms An important point 
brought out by the figure is the significant 


former be flowing towards non-export oriented 


Tabu t Sourcc oi FDI Inh ows tu India 

(In miUumi of S) 



1994 9S 

Share 
(Per Cent) 

1995 96 

Share 
(Per Cent) 

1996 97 

Share 
(Per Cent) 

M lunlius 

196 7 

22 S6 

507 3 

35 78 

846 4 

41 IS 

ISA 

202 8 

23 26 

194 6 

13 72 

241 6 

II 75 

Germany 

34 6 

3 97 

99 7 

7 03 

166 2 

8 08 

Holland 

44 7 

S 13 

49 8 

3 51 

123 7 

6 01 

J ipan 

94 9 

10 88 

60 9 

4 29 

96 7 

4 70 

Singapore 

24 S 

281 

60 1 

4 24 

75 6 

3 68 

Sweden 

18 

2 06 

2 1 

0 15 

61 1 

2 97 

Korea 

12 

1 38 

23 9 

1 69 

57 9 

2 81 

1 K 

143 S 

16 46 

70 9 

SOO 

54 2 

2 63 

(Jihctv 

IU03 

II so 

348 7 

24 59 

333 6 

16 22 

lulal 

872 

100 00 

1418 

100 00 

2057 

100 00 


\ou This does not incfude net direct investment routed through RBI, as countrywisc details of 
lliese flows arc nut available 
Somtr RBI (1996 97) p 116 
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Fkjure 9: Acival PDI Inflows to India, 1991-92 to 1997-M 
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sectors In 1996, tor instance, approxi¬ 
mately a quarter ot the intlows have gone 
tuwaids tlnance and service related seaors; 

(iv) An intriguing aspect of FDl inflows 
IS that largcchunksot itare fromMauritius. 
Currently it occupies about 41 per cent of 
the total inflows - much more than the 
combined inflows from the US, Germany, 
Holland, Japan and the UK. According to 
the Economic Survey ot 1997-98*' "one 
possible explanation for the dominance of 
Mauritius is due to the existence of the 
treaty on double taxation between the two 
countries” (Table 3). 

(V) PDI is to increase signiflcantly due 
to the expansion of the list of industries 
eligible for automatic approval. In fact 
many international agencies have rated 
India as a safe place for investments 
especially in the context of the recent 
crisis in several Asian markets. 

Foreign Portfolio Investments: There 
are essentially three components: invest¬ 
ments by foreign institutional investors 
(FIIs), global depositoiy receipts (CDRs) 
raised by Indian companies, and off-shore 


lunds. The rules governing portfolio m- 
vcstmenis were revised since October 1992 
when toreign institutional investors were 
allowed into Indian capital market for the 
lirst lime. Ever since there has been con¬ 
siderable relaxation of the rules governing 
such inflows. As noted before much of the 
loreign investments in India were of the 
portfolio variety. The relative magnitudes 
ol these investments are mapped out in 
Table 4. 

Portfolio investment flows reached their 
maximum by 1994-95 and ever since they 
have been decelerating. Initially GDRs 


were die important component but It hit 
declined very shaiply since I994-9S. Tlrt 
precise reasons as to why Indian compa¬ 
nies raise money through GDR issues are 
discussed in Venkitesh (1996). To rei¬ 
terate, the main reason is the significant 
reduction in the cost of issues. Once agatr 
the increase in portfolio investments during 
1996-97 is due to the resurgence in GDR 
issues. 

There has been a slump in the GDR 
issues in 1995-96 due partly to the restric¬ 
tions placed by the government on place¬ 
ments and in the use of the proceeds. This 
has since significantly increased to about 
$ 1 billion during 1996-97 but with the 
onset of the Asian financial crisis it has, 
once again, shown a sharp reduction. 

Studies (both by the government and 
independent researchers) have shown that 
much of the proceeds have been u.sed by 
the recipients lor speculation in the sec¬ 
ondary market and in real estate.'^ How¬ 
ever, this irregular use ol funds isexpected 
to go down in view ol a number of policy 
changes announced by the government. 
For instance, the Union Budget (1997-98) 
stipulates that all companies raising funds 
from the capital market will be required 
to give an annual statement drsclosing the 
end-use of such funds. 

Of latemvcstments by FIIs have emerged 
as the most important component. A 
number of policy changes were announced 
recently (in the budget for 1997-98) making 
such investments more attractive. Some of 
the major changes announced arc; (i) FIIs 
are allowed to invest up to 30 per cent of 
the issued capital of Indian companies: 
(ii) they have also been allowed to invest 
in guilt-edged .securities; (lii) FU invest¬ 
ments in securities of companies as 100 
per cent debt lunds have been allowed; 
and (iii) propnetary FII funds have been 
allowed to invest in the country for the 
first time. However Ffl inve-stment de¬ 
pends upon a whole host of factors such 
as relative interest rates at home and 
abroad and to international factors such 
as the recent Asian financial crisis. 

There arc two aspects of FII invest¬ 
ments that merit our attention. First, it is 


Table 4; Poreiun Portfolki Investments to India. Comfunentwisc 

(In millions ctf S) 


Component 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 

1997-98 

Fils 

1 

166.5 

1503 

2009 

1926 

752 

CDRs 

240 

1520 

2082 

683 

1366 

645 

Offshore funds 
and olhen 

3 

382 

239 

56 

20 

204 

Total 

244 

3567 

3824 

2748 

1312 

1601 


Source: Govemmeiit of India (1996-97), p 98; 
Government of India (1997-98), p 87 
Reserve Bank of India (1996-97), p I IS 
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generally agreed that PIl investments 
do nut constitute investments in the 
economic sense, as much of it is in the 
secondary market, since the receipts ac¬ 
crue in (he first instance to domestic 
investors rather than to the companies 
concerned. Second, given the relatively 
small si/o of India’s market capitalisation 
and the low level of iloating stocks, the 
bulky FII investments impact upon the 
direction t>l movement of share prices. 
The movements in the BSH .Sensitive Index 
and lagged net purchases by the Flls 
indicate this (I'lguie 10). The two arc 
signilicanlly lorrelated. The zero-order 
correlation coellicient works out to 
(+) O..S127. The analy.sis. though imper¬ 
fect. does lend to suggest that volatility 
in the s(»Kk market is largely contributed 
by the aciivities of the Fils. 

However while evaluating the eU'icacy 
of porttolio Hows Singh (1998) reminds 
us to hear in mind two points. According 
to him at one level these capital inflows 
helped the real economy by helping to 
re.solve the liquidity crisis of 1991 it also 
helped the RBI to build up si/eablc for¬ 
eign exchange reserves' the lorcign cur¬ 
rency reserves of the RBI stood at .$ l-S 
million on June 1 907 These foreign 
currency reserves helped the govemmeni 
to reduce its dependence on the IMF. thus 
giving It greater freedom u> pursue a more 
independent economic policy if it was 
politically necessary. The second aspect 
is that these flows are basically transient 
in nature' at any ttmc they can be with¬ 
drawn lor totally extranerius reasons (lor 
instance, the current south-east Asian 
crisis). This couhl lead to a negative inter¬ 
action between two inherently unstable 
markets, the currency and the stock mar¬ 
kets. which could do enormous damage 
to the real ec< moiny as happened to Mex ico 
in 1994 Considering the fact that these 
short-term inflows currently account for 
appioxim.'itely one-half of India's foreign 
cui'rency reserses. the continued negative 
net purcha.ses by the Fils has the stnmg 
potential ot adversely affecting the real 
economy 

IV 

Domestic Technology Development 

The country had followed a ptilicy of 
growth with technological .self-reliance. 
In order to achieve this objective the 
government had followed a two-pronged 
strategy; stimulating domestic technology 
development and secondly by placing 
restrictions on the impon t>f technology 
from abroad. The specific policy on stimu¬ 
lating rc.scaich and development by the 
domestic industry started in I97.J when 


the government introduced a scheme of 
recognising in-house R and D centres in 
both public and private sector industry. In 
fact India has one of the most favourable 
incentive system for in-house R and D 
anywhere in the world [see Mani 1998 for 
the details of this incentive regimel. The 
Ill-house R and D expenditure has in- 
crea.scd steadily since the introduction of 
the scheme. In real terms it has increased 
by 18 per cent, one of the highest rates 
ot growth in R and O expenditure recorded 
anywhere in the world. In-housc R and D 
activity by a firm docs not rule out the 
import of technology by that firm. In fact 

II has been demonstrated time and again 
that the two activities are actually comple¬ 
mentary to each other. Notwithstanding 
the fact that the firms (both public and 
private sector as well) have easier accc.s.s 
to foreign technology the rate of growth 
ot in-house R and D expenditure has 
actually shtiwn some very slight decreases 

III real terms since the reforms. Within the 
industrial .sector the growth rate for the 
private .sector has actually shown an in¬ 
crease (Table 5). The fact that this so- 
called increa.se in the growth rate is a mere 
pmduct of statistical artefact is evident 
when the gnrwth rate of 1992-93 from the 
post reform period is excluded: the growth 
rate dunng the period is unusually high 
especially lor the private sector. In other 
words, based on the evidence presented, 
the spending on local technology devel¬ 
opment IS actually showing a declining 
trend since the onset of reforms. If we 
accept the fact that in-hou.se R and D 
efforts are a sine qua turn for the proper 
assimilationof imported technologies, this 
IS really a worrisome factor for policy¬ 
makers. However India is one of the few 
countries that do not have formally articu¬ 
lated technology policy reflecting the 
current trends in the global arena. Very 
often references arc made to the tech¬ 
nology policy statement of 1983. Bui a 
careful reading of this statement reveals 
that it is merely a collection of rhetorical 
Statements without any clear-cut strategy 
for operationalising the various proposi¬ 
tions within a reasonable period of time. 


In this context lessons will have to be 
learned from the experience of Japan. Ir 
Japan almost the entire R and D activitie. 
in the industrial sector is undertaken anc 
funded by the private sector industry 
[for details of the Japanese experience 
see Mani 1998). But despite this there i. 
a very clearly articu lated technology policy 
known as the basic law on science anc 
technology and a set of specific instru¬ 
ments and institutions to implement the 
main planks of this policy within adefinite 
time frame. 

It must however be mentioned that there 
are problems of both overestimStion anc 
underestimation of the R and D expendi¬ 
ture data. This is because the official 
sources of data contained in the two DST 
publications refer only to those units, which 
are registered with the department of 
scientific and indu.strial rc.scarch (DSIR). 
It was .seen above that such a registration 
would entail the units to a host of fi.scal 
concessions. ITiis prompts the compa¬ 
nies to exaggerate their in-housc R and D 
expenditures to obtain more concessions. 
On the contrary, there can be some under¬ 
estimation due to the lack of full coverage 
of small-scale units. One ot the two of¬ 
ficial sources of R and Dexpenditurc data. 
Research and Development in Industry. 
docs report R and Dexpenditurc by small- 
scale units. The latest pubitshed issue of 
this document has data for 258 small-scale 
units. There is of course no independent 
way of finding out the extent of under- 
coverage of this sector. The fact that small- 
scale units play an important part in the 
innovation process is brought out by the 
fact that 10 per cent of all patents regis¬ 
tered emanate from the small-scale sector 
[the source of this information is Morris, 
S et al 1997:122]. In a very recent paper, 
Alagh (1998) argues that the tendency for 
even large units to register with the DSIR 
has diminished with the onset of reforms. 
This is because some of the conce.ssions 
that the registered firms were able to enjoy, 
for iastance, duty frcccapital goods imports 
arc now available to all the firms. So there 
is no special incentive for the firms to 
register with the DSIR to secure these 


fAHiL S. Averaof Real Rate or Growth of iN-HOii.<iE R and D Expenditure Ourino Pre- and 

PoST-RfFORM PbRIUD.S 

(In per cent per annum) 


Period 

Public Sector 

Private .Sector Total Induslnal 5iector 

Average dunng the pre-reform period 

6.07 

7.99 

6.98 

The tTi.Mi Year 

1.81 

0.91 

1.29 

Average during the post-reform period 
Average dunng the post-reform period 

5.05 

10.28 

6.88 

without 1992-9.3 

2.62 

4.92 

4.83 


Smes- t Pre-reform period. 1987-88 through 1990-91, 

1 The ensis year: 1991-92; and 

2 Post lefomi period: 1992-93 through 1994-95 



ndutt 1,1; Num^«p PoRfinit ItoMULOtiv LicsnMmo AdwcMnitn Ama^ 


200 J- 



I-•'-Nurnher of PwtUgn Technology ! fifil 
! Ltc wistfig Agreements Approved J_ 


~ 1902 T' (Sim 1 ' ’ »W< I T _£»« J Vw ~i 

B2B 691 ]’ 'rsa I BB2 744* | 6M | 

I I > I I 


Figure I2‘ Trends in Embodied Tu’hmhixjY Imrorts, 1990-91 to 19%-97 

9000r- . . 


ST 

S 

■8 



“i 


/ 

oi_ 

_ I 190091 1902-93 

I »- cmial ODati Ultnitt 5103 I ' 

[^^Uiinf| 20 W 1 hNSlie^{^j _ _ [ - 35 B 6 , 

concessions. This is, however, a fallacious 
argument becau.se the main fiscal conces¬ 
sion for which the firms are tempted to 
register with the DSIR is the tax conces¬ 
sion. Even after the reforms this is avail¬ 
able only to the registered units. In tact 
in the budget for 1997-98. the government 
has made this policy even more attractive 
by increasing the deduction for capital 
expenditure to 125 per cent for a specifled 
.set of indastries. 

Certain feeble attempts have been made 
by the central government in recent times 
to increase domestic technology develop¬ 
ment activities. A technology develop¬ 
ment board has been established to hasten 
the commercialisation of domestic tech¬ 
nology. So far the board has identified 16 
projects that are commercially viable in 
the fields of agriculture, health, chemicals 
and pharmaceuticals. The allocation to the 
board has been more than doubled to 
Rs 700million in budget for 1997-98 from 
Rs 300 million in 1996-97. But there is 
no infmmation on how much of Otis amount 
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has actually been sanctioned. Moreover 
the nature of a.ssistancc is not spelt out. 
But this mode of financing commerciali¬ 
sation of technology is likely to be less 
elYective than through the venture capital 
route. The budget has freed some unnec¬ 
essary restriction on venture capital funds. 
With the proposed changes any venture 
capital fund can invest up to 20 per cent 
of its corpus in the equity of any single 
company (up from the hitherto S percent 
limit). The extension of the provision for 
tax deduction on in-house R and D ex¬ 
penditure to the private sector will benefit 
around 1,250 companies in the private 
sector. But a much stricter auditing of 
what i.s reported as R and D expenditure 
is required. Otherwise it can lead to re¬ 
labelling.'^ 

Consequent to the reforms the various 
restrictions that were placed on the import 
of especially disembodied technology 
impoits have been removed. Foreign tech¬ 
nology import through the licensing route 
has been made more attractive by reduc¬ 


ing the wi(li^di% tilt 
techoical fees from 30 per cent to 
cent. But the number of licensing 
ments approved has been stagnant 
about 751 cases per year since 1991 (0g“; 
ure 11). 

Historically speaking this has been thd 
dominant route through which disembod¬ 
ied technology was imported into the 
industrial sector. But the requirement oft' 
equity participation as a condition by 
potential technology suppliers might ex¬ 
plain the diminished importance of this 
route. Further with significant reductions 
in customs tariff the dome.stic firms have 
easier access to embodied technology 
imports in the form of capital goods 
(Figure 12). 

An important aspect of domestic tech¬ 
nology development is the availability of 
technically skilled manpower. Most of the 
modem information technology-ba.sed 
industries, which alone hold the key to a 
successful strategy of indutrialisation, 
require adequate supply of trained man¬ 
power. But fora very long lime the Indian 
policy-makers were lulled into a feeling 
of complacency that India has the secoi^ 
or third largest pool or re.servoir of tcch- 


Tabij-- 6; Density of SnENUsrs a.so Engineers 
IN R and D in India, .Soiini Korea, 
Japan, US and UK 


Year 

India 

South Korea Japan 

USA 

UK 

I97.S 

NA 

7. 89 

4,5,.S5 

55.10 

30.6 

1980 

2.4.5 

12.49 

51 10 

60.00 

35.8 

1985 

2.78 

24.66 

61,74 

71.83 

45.0 

1990 

3..34 

.17 22 

74 21 

74.50 

45.6 


Sourer. National Science Foundation (1993), 
p I23,($cientist!> and engineers in 
Research and Development per 10,000 
of the labour force) 

Table 7: Ratio of Advanced Deoref (Master’s 

AND Oot-TORAL) H0I.DERS IN Na'IVRAI. ScIFEKE TO 
those in ENtilNEFRINfj IN INDIA, JAPAN, AND 
.South Korea 


Year 

India 

Japan 

South Korea 

1975 

11.80 

0.24 

NA 


1976 

12.18 

0.27 

0.69 


1977 

10 75 

0.25 

0.69 

• 

1978 

9.48 

0.22 

0.61 


1979 

9.44 

0.23 

0.55 


1980 

9.74 

0.25 

0.49 


1981 

10.05 

0.26 

0.43 


1982 

10.37 

0.25 

0.39 


198.1 

10.70 

0.25 

0.55 

1984 

11.04 

0.23 

0..54 

■}* 

1985 

11.13 

0.24 

0.73 


1986 

8.-55 

0.22 

0.S8 


1987 

8.35 

0.22 

061 


1988 

8.86 

0.22 

0.33 


1989 

8.56 

0.22 

0.31 


1990 

8.69 

0.22 

0.34 

'V 


Source: National Science Foundation (1993),'^ 
pp *4-85. • ; "i 
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nically trained manpower. However, the 
relevant indicator i.«i the density of scien¬ 
tists and technicians per unit of population 
(Lail 1097). When mic uses this denisity 
indicatoi, India has one of the lowest com¬ 
pared to other Asian countries (Table 6). 
Due to data constraints we arc not in a 
position to present the value of this indi¬ 
cator since the reform pcrirKl. But we 
assume that it may not have increased at 
ail or even if it lias increased con.scquent 
to the privatisation especially of technical 
education on a larger scale, the quality 
factor IS douhtiul. 

A second point is .ihout the oft-repeated 
complaint of the industry ol serious mis¬ 
matches between the type of human re¬ 
source available and the type oi human 
re.sourcc required for carrying out applied 
research particularly in frontier an'as.'’* 
Tins is because the Indian higher educa¬ 
tion system has tiaditionally cmphasi.sed 
degrees in natural sciences to that in 
engineering ( Table 7). This emphasis on 
Helds of iiaiuial science has resulted in the 
country’s scientific strengths in high 
energy physics, plant biochemistry, solid 
state and inorganic chemistry, microclec- 
tionir mateiials, polymers and ceramics 
|NSF I9)<7|. In engineering there is sig¬ 
nificant vaiiation m the quality ol stu¬ 
dents. Those passing out Irom the Indian 
Institutes of Technology (ITTsi are con¬ 
sidered to be world cia.ss. But a large 
number of them go abroad immediately.*" 
In fact according to a study by the National 
.Science Board'*’ about 76 per cent of the 
Indian doctoral recipients (in .science and 
engineering streams) Irom US universi¬ 
ties have plans to slay hack, in the US whi le 
about 5K per cent ol them have firm plans 
to remain in that country. This indicates 
the extent of brain drain from India and 
the pmeess can senously hamper the .supply 
of the right kind of personnel for industrial 
reseaK'li. But no el forts have been made 
hy the state to reverse this trend as both 
the state and the domestic industry is very 
often unable to provide the right kind of 
environment for these highly di.sceming 
graduates. 

In .sum, there is very little in the reform 
package to hasten the process of domestic 
technology development if it all it is a 
desirable activity. 

V 

Public Sector Enterprise Reforms 

The reform process in this area is of 
recent origin though following the world¬ 
wide trend them have been some feeble 
attempts at improving c.specially the in¬ 
terface between government and enter¬ 
prises through essentially the medium of 


the memorandum of understanding 
(MoUs). The first explicit articulation of 
the desire to divest government’s equity 
holding is to be found in the interim budget 
speech of 1991 -92 where it was stated 
that (he central government would divest 
iis equity holdings in a number of its 
enterprises in favour of mutual funds and 
fin.'mcial or investment institutions in the 
public sector. This divestment, it was 
argued, would broad-ha.se the equity, 
improve management and enhance the 
availability of resources for these enter¬ 
prises, was also expected to yield Rs 25,000 
million to the exchequer in that year, 
namely in 1991-92. This position was 
subsequently restated in the new indus¬ 
trial policy statement of July 1991 and the 
budget speech (of the new government) 
of 1991-92. It was further .specified in 
thc.se documents that the precise extent of 
divestment (which was 20 per cent) and 
the shares would be sold not only to the 
public financial institutions but also to the 
workers in these enterprises and the gen¬ 
eral public. So the stated objectives of 


dtvesonent do not lefer to die pro«ss as 
a means of improving financial, perfor¬ 
mance of the enterprises. The primary 
objectives were; (1) to raise resources for 
the budget which are essentially non- 
infiationary in nature; (2) broad base the 
ownership of the enterprises which would 
eventually allow the enterprises to raise 
resources from the capital market and 
thereby lower their dependence on bud¬ 
getary support. 

However to incrca.se efficiency, produc¬ 
tivity, and competitiveness of the sector 
a number of other measures were intro¬ 
duced and if one were to summari.se them 
[This summary is ba.sed on Chdpra, Ajai 


Tabu 9- Currfnt Status* of Sick PSEs 


Status Number of PSEs 

Recommended for winding up 

5 

Winding up Notices served on 

5 

Revival package approved 

8 

Stay of proceedings by High Court 

2 

Cases under inquiry 

23 

Total 

5.1 


As on March t|. 1995. 
.Soarre: Mohan (I9Q6), p 78 


Tablf 8: CoNTi-NT ANO pRtxiRF.ss Of PuBi IT SfCTOR Enttrfrisf Rlform Pr'oorammf. 1991-97 
Seaius in 1991 Progress through 1997 


(imipftiuon polines 

The number of indusines reserved exclusively 
lor the public sector reduced to IK; 


the direci budgetary support to public enterpiisc.s 
worked oul to I 5 per cent of GDP and they 
n-ccived in addition a variety of subsidies and 
subsidised credit 


Miimii’emeni polu irs 

Direct supcrvi.sion of public enterprises from 
government. 

1 he MoU sy.stcin was introduced in 1988-89 and 
revised in 1989-90 to improve the performance 
of PSEs by bringing about a proper balance 
between accountability and autonomy 


Re\irurlurinit policies 


The provisions of the Sick Industrial Companies 
(Special Provisions). I985 was amended in 
December 1991 to extend it to govemmeni 
companies 47 central PSEs have been registered 
with Ihc BIFR (as on 31-3-1991); 

There was no social safety net of any sort for 
unemployment. 


The number of industries reserved for the public 
sector reduced to 6 Private participation in 
.some of these sectors is also permiticd on a ca.se 
by ca.se basis; The question of withdrawing Ihe 
public sector from non-core and non-strategic 
areas will be examined. 

The budgetary support curtailed to 0 8 percent 
of GDP. financing in domestic capital markets 
increased, preferential access lo bank credits 
eliminated. 

The PSEs which arc operating in commercial 
areas are expected to pay a minimum dividend 
of 20 per cent; 

Managerial autonomy marginally improved 
through the MoUs. 99 signed in 1994-95. The 
financial performance of these enterprises have 
been better than what had been targeted for in the 
MoUs by about 8 per cent: 

Up to the end of March 1995,53 coses of central 
PSEs have been registered with BIFR. 

A National Renewal Fund has been established. 
But the total amount under this fund is not 
known (See Section lit for the details]; 

Participation of workers in the management of 
profit midcing and efiicient companies 
will be encouraged. 


Sources: (I) Adapted from Table 7.8 in Chopra, Ajai et at (1995, p 65); 

(2) Government of India (1995-96), p 113 and p 120; 

(3) Depattment of Public Enteiprises (1993-94), p 160-63; 

(4) United Front (19%). 
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etal 199S:62>66],thesewerepolicies which 
have focused on (a) creating internal 
competition by eliminating entry barriers, 
subsidies, price distortions, and preferen¬ 
tial access to budget and bank resources; 
(b) improving the management of public 
enterprises by increasing autonomy and 
the mandate to become profit-oriented 
centres; and (c) introducing restructuring 
policies and establishing a social safety 
net programme. The progress in these three 
areas of reform .so far arc mapped out in 
Table 8. 

I now discuss the progress of these 
various reform measures in some detail. 

An area where much progress has been 
achieved is in the area of competition 
policies where the number of industries 
that were exclusively reserved for public 
•sector investment has been progressively 
reduced to 6 from 18. As of now the only 
industries where public sector can have 
a monopoly arc defence production, 
atomic energy, coal .and lignite, mineral 
oils, railway transport and radioactive 
materials. As a result of this policy of 
deregulation public sector now faces com¬ 
petition in areas like power, telecommu¬ 
nication. air transport, oil refining and 
mining in general. This coupled with 
reduction in the budgetary .support has 
further put pressure on the enterprises to 
be more efficient. A second area of reform 
has been more managerial autonomy 
through the medium of MoUs. According 
to the department of public enterpri.se 
(1993-94). “Mol I is an instrument which 
detlncs clearly the relationship of PSR 
with the government and clarifies the 
respective roles of the PSEs as well as the 
government in order to achieve better per¬ 
formance. It is also an attempt to bring a 
proper balance between the accountabil¬ 
ity and autonomy. The emphasis is on 
achieving the negotiated and agreed ob¬ 
jectives rather than intertering in the day- 
to-day affairs" (p 160). The sy.stem has 
been in existence since 1988-89 and it has 
progressively covered nearly 40 per cent 
of the PSEs.*' One of the difficulties with 
this exerci.se has been the lack of credible 
sanctions against the management that fail 
to meet commitments in an MoU [Chopra, 
Ajai et al 1993:64). Another drawback is 
the conflict of interest inherent in an 
administrative ministry rating and super¬ 
vising the publicenterprises that fall under 
its jurisdiction. In 1993-94, for instance, 
75 per cent of the evaluated PSEs were 
rated 'excellent’ or ‘very good’ and only 
10 per cent were rated ‘fair’ suggesting 
that the criteria for ratings were not very 
stringent.^^ Thus it has ran the risk of 
merely degenerating into a mere admin¬ 


istrative ritud. 1 shall ftiitiier illustrate Ms. 
point in the next section that the opera¬ 
tional performance of the concerned en¬ 
terprises has not improved significantly 
since the introduction of this system. But 
in principle the approach is sound and can 
possibly be strengthened with more com¬ 
prehensive multi-layered contracts that 
further improve incentives, flexibility and 
accountability. Finally the last area of 
reform has bwn in the area of restructuring 
the .so-called sick PSEs. The first step in 
this direction was to bring the sick PSEs 
under the provisions of the SICA. The 
government policy on sick enterprises was 
announced in the new industrial policy 
statement of 1991 in that, “ PSEs which 
are chronically sick and which arc un¬ 
likely to be turned around will, for the 
formulation of revival/rehabilitation 
.schemes, be referred to the BIFR or other 
similar high level institutions created to 
protect ihc interest of workers to be af¬ 
fected by such rehabilitation packages". 
As per the amended SICA. 53 PSEs 
belonging to the central government were 
registered with the BIFR.*’ Their current 
status (as on March 31. 1995. the latest 
period for which such data are available) 

IS outlined in Table 9. 

The table shows that not a single enter- 
pri.se has actually been closed down be¬ 
cause of protracted legal proceedings. A 
major bottleneck, which hampers progress 
in this direction, is the abs.'nce of a cred¬ 
ible social .safety net. Since this i.ssuc has 
become very contentious 1 take it up for 


.,' . ■'."fr 

detailed discassiOR In tim M«d aeotmt'.. 
should, however, be mentioned that tiK 
blame for having such a large number of 
sick firms does not entirely lie with the 
public sector, for, a ran-thioiigh of this litt 
of 47 shows that a majority of them are 
nationalised private sector companies 
which were already sick at the ti me of their 
takeover. Needless to add reforms in this 
area should also include development of 
methodologies for identifying loss-pudc- 
ing enterprises at an early stage ratterthan 
when they are already chronically sick. 

From my brief survey of the PSE reform 
measures, the following issues cmeige: 

( I) Considerable headway has been made 
in competition policies. No doubt their 
ultimate success will depend on the speed 
with which private sector enterprises can 
enter the new areas that are now open to 
them and offer a credible threat to PSEs; 
(2) the system of MoUs requires a thr¬ 
ough overhauling. It could perhaps be 
strengthened with more comprehensive 
multi layenxi contracts that tuilher improve 
incentives, flexibility, and accountability; 
and (3) some progress has been achieved 
in identifying chronically sick firms but 
no fundamental restructuring has actually 
taken place essentially because of tire 
absence of a credible social safety net 
which can actually rehabilitate the affected 
labour in a significant manner. 

But as aigued earlier the most signifi¬ 
cant reform mea.sure is the one relating to 
the divc.stmcnt of share holding in speci¬ 
fied enterprises. I had also argued that the 


Tabu 10. Main Rlcummendaiions or tuf Committw on Disinvestment or SHAitE.s in PSEs 


R ecomnicndat ton 

Scope 

Liinil ol equity to he divcsied 

In general, the percentage of equity to be 
disinvcsted should be under 49 per cent in 
industries reserved for public sector and over 74 
per ecnl in other ca.ses 

Cntcna for vaJuation of .shares 

The distounied cash flow incihod is preferred. 
Each enierpn.se would need to be .studied 
tonefully taking into account factoni such as 
value of a.sscLs. iis market share, and potential 
profit earning capacity and the prevailing price 
in the markei for shares of similar emerpritei in 
the pnvate sector. 

Preparatory steps 

These include conversion into company form, • 
deciding the desirable levels of equity and 
restructuring the financial aspects with a proper 
debt/equity gearing. 

Mudus nperandi of divestment 

Once a reasonable market pnee is established in 
a normal trading atmosphere over a reasonable : 
period of ume, the fixed price method would be 
appropnote. 

.Standing Committee on Public Enterprise 
Divestment 

Creation of the Standing Committee to recom¬ 
mend enterprise specificaction for reforms, 
restnidunng and divestment as well as 
monitoring and evaluating the process of ^ 

iinplementaiion. v 


Snurce: Atsocham (1993a), pp 731-32. 
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FiGURf-11 Distribution of PSEs A(0)Rt>iNa to EimaNr of DivesTnvRe 
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divestmcnl pr«)gr.inimc may not actually 
lead to an improvement m the clticiency 
ol the divested enterprises bei ausc in any 
case they were the best pcriorming enter 
prises in the public sector portfolio the 
obiective ol raising revenue has supei 
scdedlhc objective ol improving eiricicncy 

India s Divi sTiriiRi Prih i ss 

The one lelorm measuic that has been 
somewhat consistently pursued is the 
divestiture process Since the main objec 
tivc ol this exercise has been to raise 
revenue this picKcss has not led to an> 
performance impiovemcnts 1 organise 
the discussion o( this issue into two sub¬ 
sections Fust I present a picture of the 
nature ol divestiluie itsell since 1991-92 
and until the latest one Fins is lollowed 
by an analysis ol the success ol this policy 
in terms ol (at its ability to raise resource s 
tor the budget and (b) its effect on the 
financial performance ol the divested 
enterprises 

The process commenced in 1991 92 
After much discussion the department of 
economic affairs recommended the lol 
lowing procedures 

(1) Ihe PSEs to be divested will be 
selected by the department of public 
enterprises (DPb) (2) the selected enter 
prises will be placed in three categories 
(t) very gixHl (ii) good, and (iii) average, 
(1) bundles (baskets) consisting of differ 
ent combinations ol 6 to 9 PSEs would 
be made including some from each of the 
very good goinl and avciage categones, 
(4) the criterion to be used for classifying 
a PSE very giKul, giKxl oi average was 
the PSEs net asset value (NAV) per share 
of Rs 10 face value - very good (NAVof 
Rs 50+), good (NAVof Rs 20-49) and 
average (NAVof Rs 10-19), (5) the par¬ 


ticular combination in each bundle would 
also he decided by the DPE,^** (6) the 
bundles were generated in computer and 
offered forbidding to short listed Financial 
institutions and mutual funds These in¬ 
stitutions were allowed to unbundle them 
and sell individually in the stock exchange, 
and (7) the pnemg formula adopted for 
the referral pnee was average net asset 
value and the profit earning capacity value 
methods 

Divestiture up to 20 percent of the share 
capital held by the government in 30 
enterprises was done in two phases in 
December 1991 and February 1992 ensur¬ 
ing that the government’s equity would not 
I ill below 51 percent Subsequently there 
were divestitures m 1992 93, 1993-94, 
1994 95 and 1995-96 More or less the 
same prexedure was lollowed in all these 
divestitures though the divestiture of 
1991 -92 attracted a fair amount of criti 
cisms from even governmental agencies 
such as the Comptroller and Auditor 
(icncral (CAG Report No 14 of 1993) 

I will be taking up these m the subsequent 
sub section In 1993-94 the government 
appointed a committee under the chair¬ 
manship of Rangarajan known as the 
C'ommittee on Disinvestment of Shares in 


Public Sector Enterprises, the report 
covered various aspects of divestiture such 
as criteria for selection of PSEs for dives¬ 
titure, modus operandi of divestiture, 
criteria for valuation of shares, target 
clientele tor divestiture and other issues 
The main recommendations of the com¬ 
mittee are summansed in Table 10 

The report was submitted to the ministry 
of Finance in Apnl 1993 but it is feared 
that the government has not yet adopted 
the recommendations [Chopra, Ajai et al 
1995 66) Finally in the budget speech of 
1996-97 the government has approved the 
proposal to establish a Disinvestment 
Commission which will be charged with 
the responsibility of taking any decision 
with lespect to divestiture in a transparent 
manner But, from current press reports, 
the commission is yet to take oft 

Though there has been several rounds 
of divestiture dunng the period 1991-92 
through 1996-97, major discstilurc look 
place only in 1991 92 Sec Table 11 for 
a summary picture 

Altogether the government’s equity 
ranging from as little as 0 26 to 43 1 has 
been sold involving 40 enterprises 'The 
only two enterprises where the govern¬ 
ment equity has come down to the 51 per 
cent mark are the two rcfinencs, Madras 
and Cochin Both these, in any case, had 
government equity holding of only 85 and 
61 percent respectively m 1991 'The veiy 
sharp increases in the average pnee per 
share m 1993-94 and 1994-95 were con 
tnbuted to the very high average per share 
obtained by two enterprises namely 
Hindustan Petroleum (Rs 1,260 01) in 

1993- 94 and ONGC (Rs I 535 0) in 

1994- 95 Five major inferences can be 
drawn from the divestiture exeaise 

The first is that only in one enterprise 
(namely Hindustan Organic Chemicals) 
docs the extent of divestiture exceed 40 
per cent of the government’s equity At 
least m halt the number of enterpnses the 
divestiture works out to less than 10 per 
cent (Figure 13) 

Secondly even though there has been 
a shedding of government’s equity the 


Tablt 11 Summary or PSE Divcstment, 1991-92 to 1996 97 



Unit 

1992 

1993 

1994 

1995 

1996 

1997 

No ol PSEs 

Number 

30 

16 

5 

16 

2 

NA 

Number of shares sold 
Targeted divestiture 

In million numbers 
Rs in million 

872 

449 

114 

27 

NA 

NA 

proceeds 

Aclual diveslilure 

Rs in million 

25000 

35000 

35000 

40000 

70000 

50000 

proceeds 


30380 

19120 

22910 

48430 

1680 

3790 

Ascrage pnee share 

Rs 

61 70 

42 58 

200 96 

814 30 

NA 

NA 

Range of equity 
divested 

In per cent 

0 12 to 
20 00 

0 It to 
1000 

01 to 
18 57 

01 to 
23 1 

NA 

NA 


Sou/err Govemmenl of India (1995-%), p 121 Mohan (19%). p 80 Assoebam (1997), p 656 
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etteclivc control and management of the 
enterpnses still lies with the government 
Thirdly, only in three enterprises has 
divestiture taken place in three of the five 
years ^ Fourthly, the bundling of shares 
in 1991 -92 generally sought to depress the 
pnee of all the enterpnses across the board 
This IS shown by the very sharp increases 
in pnees of all the pnees in 1992-93 
(Figure 14) when the shares were un¬ 
bundled and sold to the general public as 
well 

Finally, most of the divested compa¬ 
nies, with some minor exceptions, are 
the most profitable companies paying 
dividend to the exchequer In fact they 
together contributed on an average 85 per 
cent of the total dividend paid by all PSEs 
dunng the last three years (Table 12) 

This raises the issue that for some current 
revenue the government is going to forgo 
future yield of dividend from these enter¬ 


pnses to the extent that the government 
equity staiKlsreduced (Questions have also 
been raised as to the health of the pnmary 
market, namely that it was not gcxxlenough 
tor di vestiture This does not appear to be 
a plausible reason because the public issues 
launched by pn vate sectorenterpnses have 
registered significant increases dunng the 
penod consequent to the abolition of the 
Controller of Capital Issues, thus giving 
freedom to the sector in terms of pncing 
and the quantity to be raised.^^ 

PROCETOS of DlVESTmiRF 

The main purpose of divestiture is to 
raise revenue for the budget But even 
from this narrow objective, the divestiture 
has fallen short of the targeted amount in 
five of the six years and that too by a wide 
margin (figure 15) 

It IS seen that only in two of the six years, 
namely in 1991-92 and 1994-95 that the 


actual prdceeds have exceeded the (m 
geted amounk But it is shown by theCAO 
that the government could have still 
obtained much higher proceeds had they 
pneed the shares properly. Consequent to 
this improper pricing the exchequer has 
tost a large sum of money There are 
various esumates of this so-called im¬ 
proper pacing But I restnet myself to 
basing the discussions on the officiai 
computations of it by the C AG (Table 13). 

This shows that loss to the exchequer 
has been considerable (See Mani 1994; 
1995] Vaidya (1995) has provided some 
alternative estimates of the extent of loss 
suffered in the 1991-92 divestiture. He 
also estimated that losses were made in 
the subsequent sales though its extent 
had been reduced It is significant that 
the undervaluation of shares happened 
despite the government receiving expert 
advice on valuation from one of the best, 
internationally known pn vate consultancy 
firms 

Further there was also no ‘claw back’ 
provision which would have granted the 
government with an opportunity lor shar¬ 
ing in any profits which successful bidders 
may receive consequent to their onward 
sale of shares TTie CAO (1993 16-48) 
also pointed out number of other irregu¬ 
larities in the sale The practice of using 
a capital receipt like the divestiture pro- 


Tabi F 12 Share of Divt sni> PSEs in Tdtal 
Dividend Paidbv Aii PSEs 

(Rt in milliiui) 


Year 

All PSEs Divested Enterpnses 

1991 92 

6872 

5776 (84) 

1992 91 

7916 

6787 (86) 

1993 94 

I014S 

8735 (86) 

Noir Figures in brackets indicate percentage 

share of all PSEs 


SiMi/ie IXTsutmenl of Public Enterpnses (I994-9S) 

Tabie 13 

bSILNT OTLOSSTOTHI CoVIRNMtNI 

IN 

IHF Diviatitiirf Of 1991 92 

Name ol 

AvcTBge Pme 

Average Market 

the P.Sb at Which Share 

Price Per Share 


ofRs 10 Was 


Sold to Financial 



Institutions 


1 BPCL 

243 89 

962 50(207 52) 

2 BHEL 

38 05 

165 00(267 94) 

3HCL 

25 17 

62 50 (148 31) 

4HOCL 

56 92 

177 50(152 55) 

S HPCL 

242 70 

875 (126 62) 

6HZL 

21 65 

56 25 (159 82) 

7 HMT 

18 II 

76 25 (321 04) 

8 SAIL 

13 24 

60 62 (217 22) 

9RCPL 

9 87 

48 00 (343 26) 

lONLC 

II 46 

82 00 (615 53) 


Note Figures in brackets indicate the peicenl- 
age of loss to the government 
Souiie Comptroller and Auditor General 
(I99X), p47 
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ceeds to meet partially revenue expendi¬ 
ture and the levels ul revenue expei^iture 
not having been reduced, the objective ot 
raising non inllationary resources was also 
not achieved During the entire period 
divcstituie proceed accounted tor a mere 
4 36 per cent ot the tiscal deticit (Jouri 
(1996 M 66) also makes the point 
(Table 14) 

Table 14 thus contirms the view that 
even as a lesource raising exercise the 
divestiture process has been by and large 
a tailuic I iHlhei the sale ot PSb shares 
being limited to a number ot financial 
institiitions/niutual lunds/merchant banks 
excluding the workeis/employces ot the 
PSL s and the gencial public could also not 
be consideied as wicter public paiticipa 
tion as It M as c lainicd in the new industrial 
policy statement I he policy on the use 
ot the divestiture prcKceds has undcigone 
some change from the proposed divesti 
turc o( 1996 97 Ihe tinancc niimstci in 
his budget speech loi 1996 97 has said 
that the pioceects will be utilised lor 
allocations tor education and health in 
backward areas and toi creating a lund to 
sircnglhcn public scctoi enterprises It 
lemains to lie seen whether Ihis proposal 
has actually been operationalised 

I have done in exercise ot admittedly 
limited validity analysing the pertoimance 
ot divested enterprise pre and post dives 
tituie 1 01 this excrcisc I have taken only 
30 enteiprises which have undergone 
some divestiture in 1991 92 1 computed 
one measure ot protitahility namely the 
rate of net profit margin (net piolit/net 
sales X 100) dining three years piioi to 
divestiture) 1989 90io 1990 91 jandthree 
years postdivestiluie( 1991 9210 1991 94) 
(Table* IS) No alteinpl is made to arrive 
at a weighted average lortheciitire sample 
as data on weights (share ot each enter 
pnse in Ihe total divestituic piiKecds was 
not immediately available) 

Table I “5 is revealing Pxccptmg lor nine 
enterprises the perloniiance has actually 
delcrioiated consequent to divestiture I 
do not ol course attribute this worsening 
oil to just divestiture All that one can say 
IS that at least in the short term there is 
only a worsening despite the existence ol 
a numbci ot performance enhancing 
measuics such is Ihe MoUs etc 

SociAi Saii is Ni r and Pkivaiisaiion 

An important consequence ot privati 
sation and other enterprise reiorm mea 
sures IS the riiionalisation ol the 
worktorce the workforce is normally 
reduced This is based on the assumption 
that the PSFs are usually ovennanned 
though entei prisewise estimates ot the 


extent of overmanning are rarely avail¬ 
able The one way of mitigating the suf- 
lenngs ot the workforce that is likely to 
be shed is to have a credible social safety 
net by which the affected labour could be 
compensated at least financially It is 
against this background that the central 
government has introduced the concept 
ol a National Renewal Fund (NRF) The 
lund was established in February 1992 
supposedly “to protect the interests of 
workers affected by modernisation, 
technology upgradation and industrial 
le'stiuctunng’ The specific objectives ot 
the NRF are to provide IGovcrnment ot 
India 1992 91 124-2'il (I) assistance t«) 
linns to cover Ihe costs ot retraining and 
redeployment ol employees ansing as a 
I c suit ol modernisation and technological 
upgradation ot existing capacities and from 
industrial restructuring (2) funds for 
compensation to employees affected by 
icsirucluringorclosureot industrial units, 
both in the public and pns ate sectors) and 
(3) funds tor employment generation 
schemes in both the organised and 
unorganised sectors An ideal oracredible 
SIX lal safety net should have a corpus of 
lunds suliiciently large enough to tinance 
idcqualely Ihe three components 
llowevei light through inception the 
NRI got narrowly equated with meeting 
expenditure on Voluntary Retirement 
Scheme (VRS) ol central PSFs alone 
Ihe mam cnticism against this Fund is 
that there is precious little discussion within 
goveinment circles as to what should be 
the ideal si/e of this fund to effectively 
rehabilitate the altected workforce from 
not only central PSEs but also state level 
PSFs and the private sector as well For 
an exercise in this direction see Mam 
(1994) This IS cleaily borne out by Ihe 
I icl that in 1992 91 against a budgetary 
provision ot Rs 2,(K)0 million, Rs 8 297 
million was actually spent and in the 
subsequent yeai against a provision of 
Rs 7 000 million the actual spending 
Rs 10 200 million This cleaily shows the 
NRF IS not adequately funded In tact 
there is no fund as such and it is purely 
based on a year-to-year allocation Ttuscan 
be gauged from the budgetary allocation 
(or 1991 94 and 1994-95 (Table 16) 


K is seen that much of it is for the 
terminal payments under the VRS scheme 
alone Retraining, etc, has taken the low¬ 
est priority In tiu:t a good number of the 
employees ot the central PSEs who have 
opted for the VRS are the younger and 
qualified ones who in turn have sought 
employment in the private sector Sec 
ond, much ol the VRS expenditure has 
been concentrated in the heavy industry 
and textile sectors (Table 17) 

It can he argued that with the implemen¬ 
tation of this scheme under the current 
procedure the Indian PSEs are likely to 
lose their best men to the private sector 
And as our earlier discussion'ot the 
divestiture process reveals the govern 
ment is going to lose its better performing 
enterprises as well So at the end ot the day. 


TaBLL is nNANHAI PhRFORMANC I- Of DiVLSIID 
hNn-RPRisi-s Prs and Post DivEsiiruRf 


Name of 

Pa Divestitua 

Post Divevtilure 

Divested 



Fnterpris 

>c 


HPCL 

1 24 

nrr 

BPCL 

2 72 

2 08 

BCMl 

7 11 

S 11 

VSNI 

21 23 

17 86 

BHbl 

4 07 

1 39 

SCI 

7 17 

7 IS 

IPCl 

9 IK 

S 17 

BFL 

4 43 

4 K4 

ITl 

3 73 

4 92 

IlOCf 

12 S6 

II ti6 

MRI 

t 71 

1 12 

MfNL 

9S 74 

10 10 

H/L 

14 21 

1128 

RRPl 

/6S 

9 S6 

CMC 

0 2S 

0 34 

HPFL 

1 79 

IS 2s 

AYl 

2 72 

2 30 

CRL 

4 16 

4 21 

STC 

1 Si 

1 S9 

Rfll 

4 91 

1 26 

HMT 

0 86 

1 86 

SAIL 

1 61 

3 91 

NLC 

19 47 

17 II 

HCt 

1 11 

1 78 

NALCO 

1971 

9 74 

NFLC 

1 01 

6 40 

TACT 

1 30 

2 86 

DRCL 

22 9 

16 47 

MMTC 

44 97 

1 41 

IRCON 

90S 74 

2207 SI 

Note 

The firms are arranged in a descend 


ing order according to the extern of 


divestiture 


%oune\ 

Computed from data provided in DPF 


Vanous issues 


lABir 14 Fiscai Diiifn Rivcnui Dti-Kir and Divestiture Proceeds 1991 92 to I99S 96 

(R\ in MiUion) 



|99I 92 

•wrr 

TOIW 



1996 97 

Pivtal Deficit 

161210 

401710 

602S70 

6I01S0 

602410 

611110 

Revenue Deficit 

162610 

|gS740 

127160 

341120 

27100 

2820S 

Actual Divestiture proceeds 

10180 

19120 

22910 

48410 

1680 

1790 

(8 16) 

(4 76) 

(3 80) 

(7 91) 

(0 28) 

(0 60) 


Sou Figures in brackets indicaie proceeds as a per tent of the fiscal deficit 
SouiLei Government of India (I99S-96) p 18 Reserve Bank of India (1996-97), p 186 
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tiw goventmeiit is gotag t6 be wift 
mostly the less profitable and loss-making 
enteipnses which are likely to exeit a 
greater drag on its budget If that happens, 
It would go a long way towards vitiating 
the very purpose ot the reform process 

VI 

Summing Up 

There is no denying ot the fact that 
reforms are required tor the Indian manu- 
factunng sector to achieve a robust rate 
of growth For instance, various studies 
dtme in the I<f60s, by both governmental 
committees and by independent econo¬ 
mists had clearly shown that the licensing 
system (which is the main barner to entry) 
had failed to achieve its goals But even 
after its removal there is little or no evi¬ 
dence of increased competition between 
firms This shows that there are some other 
ban icrs at play, which need to be lowered 
Second in its desire to increase the supply 
of non debt creating financial flows the 
governme ni i s encouraging portfolio flows 
which can exacerbate instability not only 
111 the slock market but also in the currency 
niaikct Ihirdiy there is nothing very 
cubstantial in the reform package to in 
cicise Ihi R and D activities ot domestic 
films and especially those importing foi 
eign technologies An area where icfo ms 
have failed quite miserably is in the realm 

rsflll 16 I XHMiniRI (PKOVISIONAI )IN15LR NRF 
(Hi in Milliini) 


Patticul.ii', 1991 94 1994 9S 199S 96 


VRS in ( cull d PSts 

8100 

5(XMI 

2096 

Worker s cumpinsition 
payment in cast ol 
closurc/rehahitilaiion 
and VRS in slate PSls 

I4(X) 

|5(X) 

NA 

Wnrkei s ( nunsclling 
lUraining etc 

51X1 

500 

74 


Stiune\ |}Pt(l99194) p 19S 96 
DPF (I99S %) p 202 01 


Tabu 17 Nm sirywisc DisnummoN ur 
h\H MBIl RI I NIJI-R THI VKS 

IRf in Millmit 


Industry 1991 94 1994 95 1995 96 


1 Heavy Industry 

1791 

852 

64 

3 lexliles 

1100 

400 

100 

1 Mines 

825 

150 


4 CheinicJs and 




Petrochemicals 

412 

255 


5 Steel 

140 

170 

110 

6 Shipping 

162 

171 


7 Defence 

100 

122 


8 Aviation and 




Tourism 

86 



9 Civil Supplies and 




Public Distnbution 

70 



10 Watei Resourees 

60 



11 Atoituc Energy 

50 

50 

- 

12 Food Processing 

20 

- 


11 Fertilizer 

5 

10 

44 


Snrntt Assocham (1995) p 617-618 


of public sector reibnm Even ftom the 
narrow objective of nusing resources for 
the budget, divestiture has fallen tar short 
of the targets set by the government itself 
Perhaps instead of divestiture, the govern¬ 
ment should put into operation othei 
perlormanceenhancinginstruments Given 
tile nature and character ot the Indian 
pn vate sector it may not be very prudential 
to replace the public sector with the pri 
vate sector The end result of six years of 
reforms has been more instability in the 
growth performance of the sector Our 
exercise also underscores the need tor and 
importance of a better database for mom 
toring the trends so that the policy makers 
can take more informed policy decisions 
Otherwise they run the nsk of lulled into 
a feeling of complacency that the reforms 
are on course 

Notes 

(this IS a revised version of Ibe paper (hot I 
pascnicd ai seminars at the Institute of Dcvel 
upmg economies Tokyo and at Megi Gakuin 
I niversity Totsuka Campus Yokohama I .im 
pralelul to the participants at both these ■seminsrs 
and especially (u S Hirashima Mitsuhiro Kagami 
Kciisiiki Kubo and Shuji llchikawa tor coin 
iiicnis and suggestions But none of them aa to be 
iinplic Ucd lor any errors that may still remain ] 

1 This has spawned a voluminous research 
outpui undci the rubric industnal stagna 
lion For a deluded and cniical summary of 
the literature see Ahluwalia (1985) and 
Nayyar (1994) 

2 In tact according to the Economic Survey of 
1997 98 the rate of growth of (he sector was 
( ) I 8 per cent in 1997 98 signiOciUilly 
down from 5 9 per cent m 1996 97 

1 See tor instance Porikh K ct at (1997) and 
Govemment of India (1996 97) 

4 I he other two sources arc the National Ac 
counts Statistics and the Annual Survev of 
Indusines For a detailed commeni on these 
sources see Nagarajt 1991) Ahluwalia (1991) 
and Mom (1998b) 

5 It IS claimed in the Economic Survey (LS) 
of 1994 95 (p 107) that the base year ot the 
IIP IS being shitted Irom 1980 81 to 1985 
86 and the number of items being increased 
fiuiii 152 to 175 This included 28 new items 
and 18 Items as reported by the IX SI The 
revised senes it is further claimed has been 
tested fur consistency with the earlier senes 
at a 2 digit level and has been found to be 
largely satisfactory However the ES of 
1995 96 (p 119) meicly repeats the need for 
revising the IIP of 1980 81 and rountmues 
to use the same old one (with 1980 81 as (he 
base) for discussing the growth performance 
of the sector The ES of 1996 97, once again 
aigues for revising the IIP But the new base 
yearthat It udks about K 1991 94 It is claimed 
that the revision work has been initiated and 
the shift IS likely to be effected dunng 1997 
(see BS of 1996 97 p 117) But there has 
been, so far, no official conrirmaiion that this 
has been eflected It is also further claimed 
in the survey (hoi “ to fulfil the emeiging 
need of disaggregated siatisucs pertaining to 
the industnal sector and to facilitate compara¬ 
tive studies of industnal growth among the 


staiM/UTt, the depaitmeni of Nitittfca hat 
initiated action to compile the compmUe 
senes ofstate ftps with the common bare year ' 
1984 85 and with on appropnaie linkage to 
the all India IIP ” Accorimg to the £< tmmk 
Suney of 1997 9R (p 100) “A technical 
advisory committee h^ been constituted by 
the department of statistics to examine the 
construction of a comparable senes of state- 
level IIPs and revision of existing IIP senes 
(Base 1980 81) fhe committee u likely to 
finalise its recommendauons shortly” 

6 According to a recent press report the IIP was 
revised with 1991 94 as the new base The 
revised index is based on outpui data of 541 
Items (up from 152 items in the old index) 
Besides II gives a wiighlage of 28 8 per cent 
lo ihc unorgiUiiscd sector Sec Biitineir Sum- 
daid June 9 1998 p I 

7 the anginal delinition of sickness requires 
that an industnal company (i) be registered 
for It least seven years (ii) incur cash losses 
for two consecutive ye,irs including the 
current year md (iii) have cumulative losses 
that wipe out Ms ncl worth An amendment 
passed in 1991 altered the critena somewhat 
now finns need lo be registered tor only five 
years while the enlenon of cash losses tor 
two successive years have been eliminated 

8 it IS still noi clear is to whit basis the MBS 
level for each indusiry was arrived at To (he 
best of our knowledge it was not based on 
any seicntilic studies 

9 1hc rate ot failua is measured by that per 
cent ot the approved inflows which does not 
fructify inio actual inflows 

to The government has cnmimssioncd ihe Na 
lionat Council of Applied Fennomic Research 
(NCACR) to find out why such divergence 
occurs 

11 See Govemmeni ot India (l<)97 98) p 87 
See also Shah and Dcsai (I*197) The authors 
explain why ihc India Maunlius OTA has 
inidc Mauritius an ideal location through 
which to route investment into India 

12 In I996 97 as pan of turther relaxation ot the 
rules governing foreign investments, the 
industnev qualifying lor automatic approval 
has been expanded by including II mure 
sectors under It Furthei equity participation 
up to 50 per cent in three new areas relating 
to mining activities has been allowed besides 
enhancing Ihe equity limit lo 74 per cent for 
automatic approval in 9 pnoniy sectors 

11 This irregular use of funds is resincled to the 
first three years 

14 For instance consider the main objectives of 
the Technology Policy Slatcineiil (TPS) 1981 

The principal ami is to develop indigenous 
technology and for ensuiiiig efficient absorp¬ 
tion and adaptation of imported technology ' 
appropnate lo national jiriontics and avail¬ 
ability of resources It is aimed at attaining 
technical competence and self reliance re¬ 
ducing vulnerability especially in strategic 
areas and fully utilising indigenous resources 
The TPS also aims ai eiiqiloying traditional 
skills and capabilities making them commer¬ 
cially coropelitive ’ However one might ask 
whether any of these lofty ideals have actu¬ 
ally been achieved or not 

15 For a compleie enumeialion of these uicen 
lives see Mani (1997 29-11) 

16 It IS a now matter of common knowledge ihat 

some companies re label some routine ex 
penditure on activities such os quality control 
and testing as It and Dexpenditure Ibis prac- • 

tree IS nol just restricted to private sector enter¬ 
prises but public sector entupnses as well, i 
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17 Consequent to a recent amendment to the 
Companies Act. public limited companies are 
to publish the details of thdr in-house R and 
D activities in their annual reports. To the 
extent that the items in the annual report are 
duly checked and certified by the company 
appointed chartered accountants they have to 
be taken as reliable 

IK The guvemiiienis of both Taiwan and .South 
Korea have expanded their invesimenis in 
R and U to support rcseareh and training of 
scienlisis and engineers for their hi-Icch 
indusiries like electronics. 

19 According to one e.stiinalc [Maddox I9R4| 
the proportion of IIT graduates going abroad 
IS a.s high as XI) per cent among computer 
science graduates 

20 The data relcrs lo 1991 The corresponding 
figure for South Koreans is V and 2.') percent 
See National .Science Board (199t:28X-9l) 

21 With this the entire public sector except the 
enterprises which nie chronically sick or of 
insignificant si/e would have signed Molls 
with their resfiective administrative minis- 
tries/departmenls .See Department of Public 
Bnterpi ises (199't-94.161). 

22 A tine critique of the MoU approach is avail¬ 
able III Sankiu. T L (I99()-7I-7X). 

23 It must be pointed out that the KBI has con 
stiluted a .small working group to explore the 
possibilities fur establishing an independent 
oiganisalion foi undertaking the sale assets 
of sick i’SEs lecominendcd for winding up 
by the BIFK R ut so far no concrete steps have 
been initiated in this direction. 5cc Rajya 
.Sabha Unstaired Question No 966 reported 
III Assochain (1996 179) 

24 The reason for selling shares in bundles rather 
than singly was because it was feared that if 
equity of individual PSEs was divested sepa¬ 
rately. then only the very good may be picked 
up with sigiiilicaiillY lower pnees and pos 
sibic no takers lor (he good and average P-Sfis 
Since wider participation in PSE equity was 
an important objective of the policy it was 
fell llial It was iiiiportanl In ensure that a 
wide range of PSE shares were cfl'ectively 
divested Hence the conscious decision to sell 
III bundles See the full text of the speech 
made by then Finance Mmisici in the Rajya 
Sabha on August 6, 1993 while initiating the 
debate at the calling attention motion on the 
subject 'Situation arising out of large scale 
divestment m Public Sector Undertakings' 
See As.socham (UWtbtX.Sy) 

2.3 From current discussions it is feared that the 
cnniinission with one full time chairman and 
four part nine members is very likely lo go 

. the MRTPt ‘ way. as its advice is only rceom- 
inciidalui'y in nature. But an area in which 
(he Commission has shown some impact is 
in initialing a wider debate, among all con¬ 
cerned. on several issues connected with 
divcsliiieiii such as restructuring of PSEs 
before pnvutisalion and on the methodolo¬ 
gies to be .adopted for the optimal valuation 
of the PSE shares 

26 They are BHEL. Hindustan Petroleum and 
SAll. 

27 For instance, the public is.sues (both equity 
anddebeiiiiiies) registered an increase of 191. 
31 and t6 jier cent in l9‘)2-9.3. 1993-94 and 
1994-95 rcs|iectivelv See Government of 
India (mam 121)). 

28 The underpncing of PSE shares is sometimes 
di.sinis.sed of as an inevitable consequence of 
the complexiltc.s involved m its pricing 
Even in the UK where (he pnvattsation 
exercise is generally hailed as a success story, 
there have been instances of gross undervalu¬ 


ation. SinMarmperiencet have been lepocied 
from elsewhere in Europe. The question of 
how to price candidates for privatisation will 
be raised time and again. But this question 
has no easy answer. When a government sets 
a price for a PSE it is trying to satisfy people 
with a variety of interests: institutional and 
retail investors, taxpayers, the company’s 
employees and, not least, its managers. These 
interests often conflict See Erimomisi 
(1996.99.100). 

29 The VRS has been in existence since 1988-89 
in central PSEs. About 99,000 employees 
have opted for retirement under the scheme 
from 1989-90 to 1992-93. See DPE (1993- 
94 1.53). 

30 .See Mant (1994) for the details. Also see 
Muraiccdharan (19%) who has done a case 
study of the functioning of the VRS in a large 
PSE According lo this study, over three- 
quarters of the employees who opted for 
retirement under the scheme was the best ones 
(according to the rating by the company itself). 
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The Nature of Colonial Intervention in the 

Naga Hills, 1840-80 

Sanghamitra Misra 

'f/ere laissez-faire and non-interference the characteristics of colonial rule in the Naga Hills? The writings 
of that period - official sources, ethnographic accounts, travelogues and missionary accounts - suggest 
some answers. The strategic location of the area and its mineral and natural resources, besides tea, made 
the hills economically attractive to the colonial state. Though coercive force was minimised there was a 
process of cultural construction which transformed the indigenous social fabric of the region. 


THIS article, very broadly, would attempt 
at understanding the nature of colonial 
intervention in the Naga Hills during the 
period 1840-80. Historians writing on the 
Naga Hills have almost uniformly afTirmed 
the attitude of laissez-faire and non-inter¬ 
ference as characteristic of colonial rule 
dunng this period, preceding the policy 
of direct annexation and subjugation 
that followed the establishment of the 
Naga Hills district in 1881. The nature 
of colonial rule was seen as “governed 
by motives of humanity” and by “attempts 
to befnend the Nagas” fYuno 1974:221 
and It was al.so seen as “making all 
endeavours to open up trade between the 
Nagas and the people of the plains...-with 
a view to inducing these tribes to settled 
and peaceful pursuits as well as to give 
inducements to its inhabitants...for a full 
development of their potentialities” 
IBarpujari 19701. 

Such reprc.sental ions while affirming the 
dominant trends in the colonial discourse 
which portrayed the period as one of 
“endless insults and defiance”, of bold 
outrages and cold-blooded murders on the 
one side and long-suffering forbearance, 
forgiveness and concessions on the other” 
[Butler 1875], .successfully endowed the 
colonial state with the objectives of iso¬ 
lating the tribes, preserving their customs 
and manners and ensuring that the process 
of inevitable change would not be dcstnic- 
tive in its suddenness [Alemchiba 1976]. 
What is of significance in these writings 
is the attempt to absolve the colonial state 
of viitually any attempts at usurping the 
sovereignty of the Naga HilLs, loss of 
sovereignty here being defined in terms 
only of direct annexation. The colonial 
involvement in missionary activities was 
also viewed in these writings in a largely 
positive light or at best as “isolated in¬ 
stances of interference”. The intnxiuction 
of western education, the prohibition of 
head-hunting and intertribal feuds and 
the subsequent effects on the Naga socio¬ 
political structure are similarly portrayed 


as a part of the “initiation of the inevitable 
linear transition from a backward primi¬ 
tive slate of the tribals to a united, nation¬ 
alist tribe” [Horam 1988]. 

hi arguing against this understanding of 
colonial rule in the Naga Hills, which 
credits the ideological apparatus of British 
rule with the virtues of an altruistic inter¬ 
vention, this article would focus on the 
centrality of representation in the colonial 
discourse of that period and the .successful 
strengthening of the state through a com¬ 
plex set of such representations of the 
coloniser and the colonised. It would 
question further the mainstream historio¬ 
graphical projection of this period as one 
of non-interference, and argue instead 
that the strategic location of the Naga 
Hills created the need for a policy which 
in the absence of economic benefits to 
the colonial state would not dis.suade a 
gradual extension of administration into 
the area. In the indirect form of colonisation 
that was sought to be perpetuated, the use 
of coercive force was minimised or used 
111 a measured manner as was deemed 
consistent with the tutelary aims of 
colonisation, the central emphasis being 
on a process of cultural construction. 
.Such a process successfully advanced the 
needs of the cojoniai state and initialed 
an effective transformation of the indi¬ 
genous .social fabric of the region. While 
dealing with the specificities of the nature 
of colonial intervention in the Naga Hills, 
an attempt would be made liiither to address 
certain issues of a broader nature, like the 
colonial construction of the category of 
the ’tribe’, or, the political prejudices 
inherent in the methods that seek to 
study this concept and the effects of 
the politics of representation and self-rep- 
resentation on the history of the Naga 
Hills. In formulating the arguments offi¬ 
cial sources, colonial ethnographic and 
professional ethnographic accounts of 
the Naga Hills, travelogues and mission¬ 
ary writings have been largely relied 
upon. 


I 

The initial colonial interest in the Naga 
Hills and the subsequent pursuance of a 
policy of ‘indirect administration’ appears 
to have been motivated by the geographi¬ 
cal location of the Naga Hills and its 
strategic importance as a border to lands 
of greater commercial significance for the 
British. The British occupation of Assam 
and Manipur after the first Anglo-Bur* 
mese war of 1826 also marked the begin¬ 
ning of the process of establishment of 
colonial sovereignty over the Naga Hills 
[Barpujari 1970: 180]. To the fertile 
Brahmaputra valley with its abundant 
mineral and other natural resources, was 
added the ‘discovery’ of the tea plant, the 
possibility of a profitable export of which 
acted as a further incentive for a strength¬ 
ening of the frontiers. As early as 1843, 
official correspondence records the ‘dis¬ 
covery’ of tea plants in the lower ranges 
of the Naga Hills, with a suggestion for 
the undertaking of plantations. Private 
speculators were to be encouraged and 
more importantly, “a constant interaction 
with the Nagas was needed...as this was 
linked directly to the pre.servation and 
extension of the indigenous lea plants” 
[FPP 1843: Pol A, 76-78, letter from 
Jenkins to the officiating secretary]. Iii- 
habiting the irregular chain of mountains 
which run from the Patkai ranges in a 
westward direction, bordering the 
Brahmaputra valley and termed by the 
British as the Naga Hills, the Nagas be¬ 
long to the Tibeto-Burman stock of people 
and in the colonial period were spr^ 
over a large area comprising of the present 
state of Nagaland and parts of Manipur. 
Colonial records have sought to limit the 
interaction between the Naga Hills and the 
plains below to a series of outrages and 
raids inflicted on the plainsmen by the 
Nagas. Thus, there are numerous refer¬ 
ences to - among others in correspon¬ 
dence between Jenkins and Butler - “in¬ 
cursions and marauding raids by the Naga 
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tribes, in particular by the Angatni Nagas, 
all of which were of an unprovoked na¬ 
ture... attended with loss of lives and 
destruction of poverty" 1FPP1849, Pol A). 
Such descriptions served to justify the 
extension of colonial rule in the area where 
“no guards would suffice to protect the 
inhabitants of a wild and open frontier" 
(ibid). Thus although the idea of an altru¬ 
istic intervention runs thniugh the colo¬ 
nial discourse on Naga tribes, it was un¬ 
doubtedly the strategic location of the 
Naga Hills and the need to protect the 
economy of the Assam valley that created 
the initial necessity for fonnulation ot 
policies that would deter the Nagas from 
aggression while ensuring a simultaneous 
“.. .possession of the Naga country and the 
obtaining of a permanent tooting in it" 
[FPP 1842. Pol A). 

Over the immediate objectives of colo¬ 
nial rule in the area, there appears to have 
been much debate among the colonial 
officials, who in the peculiarcircumstances 
of the Naga Hills, a.ssumed the role of 
frontiers men who explored and initiated 
settlements m the hills. Suggestions for 
the establishment of permanent military 
posts in the hills, with the view of ‘effect¬ 
ing progressive relorm* (ibid) by way of 
constructing roads which would make 
the hills easily accessible, were countered 
by arguments which urged a complete 
and immediate abandonment of the hills 
(Butler 1%9|. What remained central to 
these debates, as the secretary to the 
govcminent ot Bengal was to state, was 
“the need to restrain the savage tribes 
which infest the frontier..existing otily as 
pests and nuisance to their neighbours, 
and to wean them gradually fnim their 
present habtts of plunder and outrage 
against inhabitants of British tenitory” 
(FPP 1866: Pol B. 84-85]. Similar inten¬ 
tions were expressed in the following 
statement ot ('aptam Butler in a letter to 
Jenkins: “With a fine body of infantry 
prtipcrly posted in it (the Naga HillsJ, 
strong support below and a good military 
road traversing the entire country, there 
would probably be very soon, an end of 
the Naga difficulty" (FPP 185.1: Pol A). 

The absence of a direct annexationist 
strategy in the coloflhl policy ttiwards the 
Naga Hills has almost uniformly been 
affirmed, as stated earlier, as a policy of 
conscious non-intervention. A more de¬ 
tailed analysis ol the colonial records 
however, points to the lack of any visible 
economic benefits from the Naga Hills as 
a possible deterrent in the implementation 
of an active policy of annexation and 
administration. To quote from the minute 
of Lord Dalhousie: “I dissent entirely from 


the policy which is recommended of what 
is called obtaining a control...of taking 
possc,s.sion of these hills. Our possession 
would bring no profit to us, and would be 
as co,stly as it would be unproductive” 
I KIwin 1969]. There arc further references 
to the relatively low availability of min¬ 
eral deposits [FPP 1849; Pol A, memoirs 
of J M Masters] and the possible difficnil- 
tics in the collection of revenue from a 
scattered and sparsely distributed popu¬ 
lation (FPP 1849: Pol A, Jenkins to the 
secretary to the government of India]. As 
against arguments that the relatively lower 
possibility of economic extraction from 
the Naga Hills prompted the British to 
follow policy which was marked by an 
absence of overt forms of territorial 
aggrandisement, this article argues that 
the strategic location of the Naga Hills had 
necessitated the implementation of an 
alternate policy by the colonial state. Such 
a policy was aimed at effectively legiti¬ 
mising colonial intrusion through the use 
of minimum coercive force and hence 
with a relatively low financial expendi¬ 
ture. In the period from 1840 to 1880, 
colonial incursions into the Naga Hills 
was a gradual but consistent prwess. 
sustained through discourses which suc¬ 
cessfully strengthened the state through a 
complex set of rcpre.sentation$. 

As is evident, for the purpose of this 
article, the colonial discourse on the Naga 
tribes has been defined largely not only 
III terms of the official colonial writings 
on the Nagas but also in terms of the 
colonial ethnographic works of that period. 
Further, although not directly within the 
official di.scoursc, the writings of certain 
non-official professional ethnographers 
and travellers have also been used to 
substantiate the arguments of this article. 
The recurrent and apparently the most 
rclied-upon sources of information for the 
colonial state about the Naga territories 
were the detailed descriptive accounts of 
visits and tours of colonial officials among 
the tribes, most of which were written in 
an ethnographic style and claimed to offer 
an accurate and detailed knowledge of 
the Country lElwin 1969:123], Therefore, 
a study of the prcKess of representation 
of the tribes and the simultaneous self¬ 
representation by the coloni.sed, would 
ha VC to take into consideration these claims 
of ‘accuracy’ and ‘detail’ and question the 
idea of a ‘neutral’, ’.scientific', ‘objective’ 
ethnographic method that offered a simi¬ 
lar kind of ‘unprejudiced’ knowledge to 
the colonial state. While attempting to 
"undermine the narrow positivist approach 
to coloniali.sm which studies it in terms 
of its in.stitutional .structures alone” [Cohn 


1990; xxiii] and replacing it by a method 
which identifies the perpetuation of colo¬ 
nial rule through a construction of c^go- 
ries of the colonised, it would be necessary 
to recognise the often explicit conjunction 
of academia and the interest of the colonial 
state. 

Beginning with Kathleen Gough (nd) it 
has become increasingly clear that tradi¬ 
tional claims for neutrality or impartiality 
of the social sciences has suffered con- 
.siderably. A dominant argument appears 
to be that one’s point of view cannot be 
neutral or political, that science is in, and 
not above, historical proces.sc.s» (Augc 
1968], and that anthropological ‘truths' 
and facts are inherently partial and incom¬ 
plete (Clifford 1968] reflecting the forces 
of history and the power that produces 
them. And yet. while recognising the 
problems in anthropology's claims to an 
objective representation and firmly a.s.scil- 
ing that it offers an inherently imperfect 
mode of knowledge, it would be necessary 
to argue against the reprc.scnlation of the 
discipline merely as the handmaiden of 
colonialism. While thermits of anthropol¬ 
ogy in the enlightenment and its broader 
interest in the study of man remain em¬ 
bedded in the processes of history, yet it 
is necessary to recognise the fact that the 
discipline is to be located within the 
unequal power structure of colonialism. 
By giving a means of creating the reas¬ 
suring certainty that the variety of .social 
groups in India were “all idenlifiably 
di.stinct elements which could be arranged 
legibly and clearly” (Pinny 1990] the 
anthropological method appears to have 
aided the initial attempts of the colonial 
state at seeking a detailed knowledge of 
the colonised. The intimacy of academic 
and administrative investigation is a re¬ 
current feature of this period, bc.st embod¬ 
ied perhaps in Risley’s (1891) cmphatic 
statement on the importance of ethno¬ 
graphic surveys for efficient administra¬ 
tion in the ‘eastern society' where “it was 
impossible to define where administration 
ended and science began”. Like Risley, 
Edgar Thurston and William Crooke, both 
of whom wrote extensive treatises on the 
central Indian tribes, J H Hutton and J P 
Mills who wrote on the various Naga 
tribes, were all in active government service 
when their works were published. Their 
treatises on tribes were the results of 
administrative needs, funded by the co¬ 
lonial state and aided by its personnal. The 
louraccounts and survey expeditions, apart 
from the colonial official records, sought 
to portray colonial intervention as having 
been motivated by an altruistic regard for 
the natives and colonisation as some form 
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of benevolent assimilation where the 
earnest and paramount aim of the coloniser 
was that of winning the confidence, re¬ 
spect and affection of the colonised, 
liierefore one needs to locate the ethno¬ 
graphic method in the determinate social 
conditions of the period. Such an attempt 
would bring to light the interaction be¬ 
tween the social history of that period and 
the ethnographic meth^ and question the 
portrayal of colonisation as “the most 
precious gift for all those caught in a .state 
of barbarous disorder" [FPP 1875: Pol A, 
correspondence between chief secretary 
and secretary GOf] not meant to be ex¬ 
ploitative and enslaving, but with a certain 
amount of violence being allowed tounder- 
writc its allegory of benevolent assimila¬ 
tion. Central to the understanding of this 
complex natum of colonial rule are the 
processes through which the targets of 
such ‘benevolent assimilation' could be 
identilied and apprehended. The census, 
surveys and expeditions of that period in 
the Naga Hills undoubtedly played acrucial 
role in providing that tremendous body of 
systematic information on the colonised, 
which, in the words of Benedict Anderson 
(1983) shaped the way in which ‘Ihe 
colonial state imagined its dominions, 
rendering visible, through categorisation, 
the subjects it ruled”. 

The census operations appear to have 
influenced the official admini.strator's view 
of the Indian social sysicm, evident in 
H H Risley’s (1891) emphasis on “the use 
of the facts in the census... for an extension 
and sy.stcmisat ion of knowledge”. The role 
of surveys, expeditions and tours in these 
early years ol colonisation in the Naga 
Hills, in both initiating and sustaining the 
ideological and political levels of colonial 
rule cannot be emphasi.sed enough. One 
of the earliest evidences of colonial intru¬ 
sions in the Naga Hills was in the form 
of the expeditions of W Grange, from 
1839 to 1840. Grange’s lengthy accounts 
of travels among the Nagas, such as 
‘Expedition among the Nagas’, were 
among the first attempts at locating the 
Nagas as colonial subject [FPP 1839: Pol 
B, 88-89]. Apart from the detailed insights 
into the natural conditions and resources 
of the region. Grange’s expedition recorded 
the strength of the Angamis and their 
resentment against the expedition ex¬ 
pressed through a series of attacks on the 
survey party and through continuous raids. 
Grange appears to have successfully iden¬ 
tified several tribes of the Nagas and what 
he thought were their distinctive custom.s, 
while attempting to assess their potential 
for resi.stance (ibid). Among the several 
other expeditions and tours in the initial 


yearsofcolonis^'on. mention can be made 
of Lieutenant Bigge’s tour in 1841. In his 
correspondence with Captein Jenkins, 
Bigge suggested a “leisurely tour from 
village to village assessing the possibili¬ 
ties of communication through land and 
water and the possibilities of extracting 
economic benefits from the Naga settle¬ 
ments (FPP 1842: FC No 71-74]. Other 
reports of similar nature are those of 
Woodthorpe’s and LieutenantHoIcombe's 
[Elwin 1969:261-67,14-117]. What is of 
significance in all these accounts is the 
attempt to locate objects of cultural sig¬ 
nificance - rivers, mountains and plains 
- with the purpose of identifying, possi¬ 
bly, future resources that could be devel¬ 
oped and landscapes that could be peopled, 
all of which was to aid in the further 
penetration of colonial rule into the Naga 
Hills. There are thus, detailed descrip¬ 
tions, such as those by J M Masters, of 
the physical location ol the Naga country 
and of the tremendous botanical and 
geological diversity that it presented [FPP 
1847: FC No 42J. 

The writings of that period, which tried 
to analyse Naga society, were part of the 
overall British attempt at terntorial con¬ 
solidation in the Naga Hills. Central 
to the process of locating and extending 
the territoriality of the colonial state in the 
Naga Hills was a change in the ethno¬ 
graphic form of the writings, with its 
increasing concentration on mapping the 
territorial identification of reified tribes. 
While enabling the slate to identify its 
lenitorial boundaries within a larger, stable, 
geographical context, maps also furthered 
the process of rendering visible the sub¬ 
jects of colonisation. The earliest attempt 
at concretising the territorial imperatives 
of the colonial state in the Naga Hills was 
Ihe map plotted during the expedition of 
Captain Butler in 1846. A J Moffat Mills 
(1853) in his report on the province of 
Assam writes: “Mr Thornton who'accom- 
panied the expedition, surveyed the route 
traversed and plotted off on a large scale, 
a most valuable map of the greatest por¬ 
tion of the Naga Hills attached to the 
district of Nowgong; the grand object'<tl 
the Naga expedition, the conciliation ot 
the tribes and Ihe acquirement of a more 
accurate knowledge of the country was 
iliereforc considered fully attained.” 

More significantly, the map was not 
necessarily a representation of the objec¬ 
tive reality, but “a model for, rather than 
a model of, what it purported to repre¬ 
sent... It was necessary for the adminis¬ 
trative mechanism and for the troops to 
back up their claims...The discourse of 
mapping was the paradigm which both 


administrative and military 0 |wratiorei 
worked within and served” fWinkhakiil 
1983]. In the colonial context of the Naga 
Hills, the consistent redefining and d^ 
marcation of boundaries was reflective of 
such representative uses of the map. As 
early as 1842 proposals were put fbrwud, 
for example by Lt Bigge, for the demar¬ 
cation of a boundary between the Angami, 
Naga country and the British protectorate 
of Manipur (FPP 1842: PC No 71-74], 
The objectives being clearly defined as 
“the separation of the Angami Nagas and 
all the inferior tribes subject to their 
inf1uencc...fromthcNaga$ofMunnipore” 
(ibid). Further, Ihe adoption of this bound¬ 
ary would be “the first step towards the 
permanent settlement of and aquisition of 
control over the Naga tribes...making 
apparent the determination of the govern¬ 
ment to put down all aggrc.ssions...a5 the 
European officer placed in command... 
would seek to establish control over the 
whole Jull country” (ibid). The demarca¬ 
tion of boundary between the Naga Hills 
and Manipur was completed only in 1873 
but the intervening years were reflective 
of ihe role of the map in enforcing the 
coloni.sation process. For example, the 
Angami Hills were constituted as a sepa¬ 
rate district and boundary pillars erected 
along the borders between the hills and 
the plains below, all of which contributed 
towards the extension of colonial hege¬ 
mony in the area. 

That the proccs.scs of surveying and 
mapping were central to the colonial 
di.scourse is also evident in the often explicit 
political objectives that were assigned to 
them. The advocation of what was termed 
as a gradual and systematic prosecution 
of the survey of the hills was not to be 
limited to “purposes of explorations but 
for a continuation of the political occu¬ 
pation of the hills” [Mackenzie 1884]. 
Thus, Grange’s expedition in 1838 meted 
out deterrent punishment to Angami Nagas 
accu.sed of killing British subjects, 
“demonstrating thereby that the English 
had the power of bringing to book even 
the strongest confederacy of the Nagas” 
[FPP 1839: Pol B. 88-83). Similarly, the 
expedition of Bigge in 1840, explored the 
possibilities of establishment of perma¬ 
nent posts, not merely to control aggres¬ 
sions but alsotoextend the colonial bound¬ 
aries. Inevitably projecting the view that 
the institutions and customs of the colo¬ 
nial state were fundamentally different 
from those of the colonised, the attempt 
of the state remained one of "asserting 
colonial authority over the Nagas ..bring¬ 
ing them under a sy.stem of administration 
suited to their circum.stances and gradu- 
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ally reclaiming them from habits of law¬ 
lessness to those of order and civilisation 
fFPP 1866; Pol A, No 37-39], The expres- 
.sion of colonial power in the Naga Hills 
exhibited, however, a relatively low reli¬ 
ance on the use of coercive force, pro¬ 
longed and direct personal influence rather 
than forceful subjugation being advocated 
as the dominant policy. Direct adminis¬ 
tration based on outright conquest, apart 
from being considered tooexpensive (ibid), 
was also viewed as inadequate for gov¬ 
erning tribes for whom “even the most 
elastic system of government proved in¬ 
elastic” [FPP 1862: Pol A, 392-94). The 
dominant colonial attitude regarding the 
nature of policy to be adopted can perhaps 
be best expressed in the following state¬ 
ment by Jenkins to the Court of Director; 
“To have a show of force which even to 
an Ignorant savage would appear 
unassailable, but to restrain from using it” 
[FPP 1851; Pol A). The government 
expressed its aversion to the use ol force 
and violence in achieving its declared aims 
of “acquainting of wild people with an 
advanced civilisation ..as they could not, 
out of mural consideration be allowed to 
remain in their present conditton of bar¬ 
barity” IFPP 1866: Pol A, No 37-39). By 
seeking to attribute the colonisation pro- 
ce.ss in the Naga Hills to an “altruistic 
intervention", colonial officials .sought not 
merely to portray the area as isolated and 
“culturally backward” (ibid) but also 
denied the crucial n>lc of repre.sentation 
in .strengthening and perpetuating colo¬ 
nial rule. Even the fundamental contradic¬ 
tion at the heart ot colonial enterprise in 
the Naga Hills - the use ot ewreive force 
in what was apparently an attempt “to aid 
the civilising ot tribes...so rude that their 
conduct could be little calculated upon" 
(FPP 1849: Pol A) - was explained away 
by a reprcsentalion of the Nagas as ex- 
ce.ssi vely ignorant and savage in theirhabits 
and hence in need of colonial intervention. 
While serving to Justify the structures of 
colonial governance, this was also an 
expression ot the unequal relations that 
were perpetuated under colonialism, in 
which the coloni.sed - nut merely repre- 
.senled themselves but also expres.sed their 
own powcriessness by "restructuring their 
world to encompass the fact of colonial 
domination” |Cohn IWdxx). 

In his article on colonial constructions 
of the categones of tribe, ca.slc and gender, 
AJay Skaria (1907) argues that the co¬ 
lonial celebration of tribal wildness and 
its creation of .shades of wildness, allowed 
the .state to differentiate between tribe and 
caste violence. Caste violence was .seen 
by the colonial officials as barbaric and 




inexcusable, a spectaculv transgression 
of the civilisation once possessed by the 
castes. Primitive crimes on the other hand, 
took place outside civilisation and were 
therefore seen as natural and not barbaric. 
This would partially explain the ideas 
which justified the relatively low reliuice 
on the use of coercive force in the Naga 
Hills with prolonged and direct personal 
influence rather than subjugation being 
advocated as the dominant policy. The 
identification of the colonised tribes as the 
antithe.sis of the coloniser was another 
process that could have also been respon¬ 
sible for the absence of a tremendous 
show of coercive power of the state in the 
Naga Hills. The notion of colonisation as 
a civilising process with an “uninterrupted 
devotion to those noble ideas which con¬ 
stitute the higher civili-sation of man¬ 
kind” (FPP 1851: No 5] while immedi¬ 
ately determining colonial policies towards 
t he Nagas, also reflected the much broader 
proce.ss of the construction of the imperial 
identity it.sclf. 

11 

Central to the entire colonial di.scourse 
on the Naga tribes and the debates on the 
nature of the colonisation process in of¬ 
ficial circles, appears to be the colonial 
notion of the tribes. It is this notion which 
explains not merely the indirect form of 
colonisation but also the apparently suc¬ 
cessful identification of the goals of eth¬ 
nographic research with the objectives of 
the colonial state as may be seen in areas 
like surveying, mapping and what may be 
termed as broader attempts at acquisition 
of greater knowledge of the colonised. 
The colonised Naga tribes were thus made 
visible when they were effectively clas¬ 
sified into structured grids. They were 
represented, for example, by Bayly as a 
heterogeneous collection of “imperfectly 
civilised tribes...savages and wild men” 
)FPP 1879: Pol A, No 39], speaking a 
bewildering variety of languages, inhab¬ 
iting a geographically isolated region and 
subject to impulsive and irrational 
behaviour. It is difficult to argue about the 
extent of the colonial administration's 
knowledge of the internal structure of the 
colonised societies to successfully engi¬ 
neer changes within them. But, in the 
colonial slate’s perception, the Nagas had 
undoubtedly been identified as people 
about whom objective knowledge was 
possible and necessary. Since the west’s 
knowledge of the east cannot be fully 
appreciated without identifying the politi¬ 
cal context within which the east became 
an object of that knowledge (Said 1978] 
the colonial construction of the identity 




of the tribe has to be viewed wiriiin the 
broader context of the sute’s search for 
order and its attempts to locate the strange 
within a familiar frame of reference. 

Such attempts are evident in the use of 
the term ‘Naga’ to identify the diverse 
tribes settled in that region. As colonial 
records show, there is no evidence of the 
use of that term by the Nagas themselves 
for self-identification. The inhabitants of 
the hills, according to Robinson (1841), 
were “divided into numerous communi¬ 
ties and races and knew themselves by 
the designations of their respective tribes 
only and not by any name common to all 
the races... whatever be the origin of the 
word ‘Naga’, it appears that the appella¬ 
tion was entirely unknown to the hill tribes 
themselves”. That the term was a colonial 
construct was further reinforced by 
R Woodthorpe (1881:52-53); “The name 
is quite foreign to and unrecognised by 
the Nagas themselves... ANaga when a.skcd 
who he is, generally replies that he is of 
such and such a village”. The persistent 
emphasis by the colonial state on the wide 
diversity among the tribes of the Naga 
Hills, an emphasis that was frequently 
used to justify colonial intervention in the 
intertribal feuds, and hence to legitimise 
thcextensionofBriti.sh sovereignty, makes 
it difficult to assess the possible motives 
behind such a construct. It is possible to 
argue, on the basis of an analysis of the 
colonial policies that the construction of 
the term ‘Naga’ reflected not so much an 
attempt to impo.se a homogeneous identity 
on the hill tribes as an attempt to di.stin- 
guish them from the plainsmen below. 
The persistent image is that of a group of 
people, living in i.solatcd geographical 
conditions, with customs and a m^c of 
life that were distinctly “primitive and 
characteristic of a true savage” [Crooke 
1907a]. 

The representation of the Naga tribes as 
physically and culturally isolated from the 
plains was further sought to be strength¬ 
ened by the colonial projection of Naga 
raids on the plains as being the “necessaiy 
consequence of their mode of life and 
nature...prompted always by personal 
grievances (FPP 1851: Pol A]. The ‘hill- 
plain’ dteiu^my, as it were, was further 
enforced by the introduction of the Inner 
Line Regulation in 1873, which while 
being defended by the administrators as 
“an attempt to leave the tribe in isolation... 
managing their own affairs”, [FPP 1873: 
Pol A] appears to have been a signiticant 
step towards decreasing the contact be¬ 
tween, the hills and the plains, thereby 
ensuring an easier subjugation of the Naga 
Hills after 1881 [Yuno 1974:26], Sedcing 
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to hiyMiglK dw cbiMna differences be> 
tween the ‘civilised plains’ and the ‘bar¬ 
barians in the hills' were representatioas 
which portrayed the Nagas as “living in 
circumstances not very dissimilar from 
the conditions under which wild animals 
exist...drawing health and vigour from an 
aimosphca' which is a switf, subtle and 
deadly poison to all other human beings” 
[FPP 1866; Pol A}. The discourse on the 
Naga tribes during this period appears to 
have been singularly effix'tivc in enforc¬ 
ing the image of the tribes as waifs and 
relics of civilisation, to be examined in 
exclusion to all other groups of people. 
Writing about the tribes of the north¬ 
western provinces, William Crookc 
(1907b) similarly idenliticd them as re¬ 
flecting “a persistence of the primitive 
type...uninfluenced by the Ary an culture... 
skilled in the ruder arts of life and living 
in the lower stages of culture”. 

The distinct identity with which the Naga 
tribes h.id been endowed was built, there¬ 
fore. increasingly in terms ot their differ¬ 
ence with the more ‘civilised’ Brahmi^jutra 
plains, a process which reflected the 
broader areas ot colonial repre.senlation in 
the rest ol India. The colonial ethnogra¬ 
phers and even the professional anthro¬ 
pologists. while possibly contributing to 
cultural hentage of the societies they 
studied, were certainly affected in the 
theoretical choice and treatment of what 
they oh)ectificd, by the structures ot power 
[Asad 1979) In its central concern with 
the racial and cultural identity of the subject 
populace during the colonial penod. the 
anthropological method aided in the 
categonsation ol the tribe, not merely as 
a distinct cultural entity but also as one 
that was separate and opposed to the caste 
order. Hie image ol the tribe that emerged, 
theretorc. was that of a group of people 
who were increasingly reified as the natural 
antithesis ot the brahmin [Bates nd], an 
image that was to .serve as the neces.sary 
precedent for locating the tribe within the 
processes of socio-cultural change. 

Two processes of empirical change and 
transition in tribal life can be identified 
in the ethnographic works of the late 19th 
century and in the official records of the 
penod. In the first form, the tribal society 
IS perceived as being in transition for a 
long period, largely in relation to the 
dominant influence of the surrounding 
society, while the second form of transi¬ 
tion is almost entirely related to the im¬ 
mediate changes brought about by the 
contact with an indu.striali.scd society, say. 
the colonial state. In the process of rep¬ 
resentation and coloni.sation in the Naga 
Hills, the first form of transition is almo.st 


fldgaied by the eolonial state, wHh the 
tribes being represented as both geographi¬ 
cally and culturally isolated, comprising 
of “a distinct race of people” [Risley 
1891:27] who were caught in a protracted 
historical conflict with the larger society 
around. By refusing to either analyse or 
challenge this colonial representation, the 
ethnographic writings of this period con¬ 
tinued to develop and grow within an 
unequal power encounter, seeking further 
to scientitically confirm the colonially 
constructed image of the tribe. By at¬ 
tempting to map culture within physiol¬ 
ogy through a substantial reliance on the 
concept of race, the ethnographers may 
not have effected crucial changes in the 
siKial fabric of the region but undoubtedly 
aided the British in establishing them¬ 
selves within a historically sanctioned 
niche in Naga society. That the represen¬ 
tation of the tribe as the 'other' reflects 
a powerful encounter between the ob¬ 
server and the observed is further evident 
in the manner in which the Naga societal 
characteristics are enumerated in the 
colonial oftlcial records and in the ethno¬ 
graphic writings of that period. Viewed 
as essentially 'primitive and backward’, 
these characteristics were located within 
an evolutionist framework which allowed 
lor a process of hierarchisation. The 
observations on tribal societal life, thus, 
conferred the tribes with a distinct iden¬ 
tity. placing them in a temporal, spatial 
and biological scale ot forms in which the 
western man emerged as the perfect 
embodiment ot mankind. 

Hie official and ethnographic represen¬ 
tation of the Naga tribes, thus, negated the 
existence of any organised polity among 
any of the Naga tribes, reducing their way 
of life to one of 'total anarchy...marked 
by an absence of all law” [Butler 1969:40.3]. 
On the religious side, colonial officials 
emphatically recorded the absence of any 
deflnite ideas about religion among the 
Nagas. while simultaneously .sirc.s.sing on 
their intelligence and capability of receiv¬ 
ing religion from the missionaries [Butler 
1969; .589]. Such portrayalsassumegreater 
significance in a period marked by the 
gradual spread of the proselytising activi¬ 
ties of the American Bapti.st Mission in 
tlic Naga Hills. What was being portrayed 
by the colonial state was the progression 
of mentality in purely evolutionist terms. 
Primitive man was necessarily illogical 
and given to magic. Modern man. how¬ 
ever had invented science. The colonial 
officials and ethnographers, like mo.st of 
their reflective contemporaries, believed 
llicir own age to be one of transition and 
assumed that modern society had deve¬ 


loped from its antithesis [Ktqw 19^!^, 
When such statements are placed in tte' 
specific context of the Naga Hills, the 
methods adopted by the missionaries in 
their 'civilising missions', seen as directly 
beneficial to colonial rule in the area appear 
to reflect such perceptions of the colonised. 
Hopkin.son noted, “the tribes were found 
to yield readily to the influence and 
guidance of strangers possessed of supe¬ 
rior knowledge...These (were) the secrets 
of the missionaries’ success” [FPP 1866: 
Pol Aj. Like all pagans, the Nagas were 
considered fitter objects for the mission- 
^ than for the soldier; their conversion 
intoChnstianity was considered as a means 
to turn them into “a valuable counterpoise 
to the vast non-Chnstian population of the 
plains" (Laitham 1859]. Representation 
of the colonised was independent of re¬ 
ligious prepossession, but the .suscepti¬ 
bility of the Nagas to the proselytising 
missions of the Baptist missionaries cre¬ 
ated the possibilities ot the emergence of 
Christian tribals devoted to the ideal of 
colonial rule in the hills. 

The centrality ol the process of repre¬ 
sentation under colonial rule was evident, 
further, in the attempt of colonial ethno¬ 
graphy to identity larger groupings of the 
Nagas. The systems of classification de¬ 
veloped were for sets ol people cor¬ 
responding to ,1 territorial classification, 
as opposed to, lor instana'. .sets of divi¬ 
sions ot clans. The classification of Nagas 
was then taken a stage further, from one 
ol identification of particular villages and 
groups with territory, to (hat of developing 
a broad classification of the Nagas. Nagas 
were divided into the ‘kilted’ and the ‘non- 
kilted’, the former compri.sing of the 
Angamis and the latter of all other tnbes 
in the Naga Hilts [Woodthorpe 1881]. 
What is significant is the attempt of the 
ethnographic writings of that period, which 
produced a substantial amount of litera¬ 
ture on the Angamis, to represent this tribe 
as “differing most markedly irom all other 
tribes in every way: appearance, dress, 
architecture and mode of cultivating" 
[Butler I969;.304]. Such differences were 
further enforced by the determination of 
the Angami-Munniporc boundary which 
explicitly aimed at the .separation of a 
turbulent and rebellious tribe from the rest 
of the Nagas [FPP I842:FC No 71-74]. 
Such broad classifications faci litated, thus, 
the acquisition of territory as British of¬ 
ficers were often able to justify the act of 
bringing areas under imperial control, on 
the pretext that these were an adjunct to 
an already administered group. Thus, larger 
groupings of tribes were formed, a culmi¬ 
nation of the process of indcntincation. 
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mapping and ciassihcation, producing a 
new political landscape. 

That the colonial occupation of theNaga 
Hills was resented and resisted by the 
Nagas is evident from the constant hos¬ 
tility faced by the British not merely in 
their military outposts, but also in the 
carrying nut of survey operations in the 
years preceding the period of direct an¬ 
nexation by the British. There were in¬ 
stances of combined resistance from dit- 
terent Naga tnhes, succe.ssfuliy suppressed 
by the superior coercive power of the 
state |FPP I8.S4-62-66; 1865:66-67; 
1875:76-79]. llic colonial state's self-rep¬ 
resentation of its intervention in the Naga 
Hills as being of an alttui.stic nature 
portrayed hostilities as “a disheartening 
feature...which was an outcome of the 
excessive ignorance of the Naga.s” IFPP 
1875:480-98] and hence apparently a mis¬ 
interpretation of the pure aims and pur¬ 
poses of the government. In resi.sting, the 
Nagas were being unreasonable, “failing 
to realise that it was ineffectual to deter 
the British from a course that it was 
determined to follow" (ibid). 

Apart from recording the resistance 
offered in the form of violent opposition 
to the Bntish. a more sustained attempt 
at as.sessing the nature of colonial rule 
could perhaps be made by seeking an 
alternate representation of the Nagas within 
the colonial di.scour.se itself. While the 
portrayal of the Nagas as “wild and bar¬ 
barous. treacherous and bloodthirsty” was 
retained foi legitimising the nature of 
colonial policies, there appears to be space 
within this official representation tor 
anothei picture of the Naga way of life. 

To begin with, the survey reports and 
expeditions which fcKUScd on what were 
pictured as geographically isolated tribes, 
inhabiting an “unfriendly terrain and 
unprofitable wastes”, also carried numer¬ 
ous references to the trade links between 
the Brahmaputra valley and the surround¬ 
ing hills, the Nagas apparently carried on 
a ‘friendly intercourse' with the plains¬ 
men, trading with their locally processed 
salt and cotton handkxim cloth, together 
with ginger, tea-leaves and seeds [FPP1841: 
Pol A, 71 -74 J. The dependence of the Nagas 
on the Assam markets for the exchange 
of their goods for grains and other essential 
articles, appears to have contributed to “a 
mutual giHKi understanding between the 
two people, with the Naga Hills, in con¬ 
sequence. having always been accessible 
to the people of the plains” [FPP 1845:49]. 

The trade between the Naga Hills and 
the surrounding plains is only an index to 
what Johnstone termed as "the sclf-.suf- 
ficient condition of the Naga tribes” 


(Johnstone 1896], John Butler in his 
'Rough Notes on the Angamis’ [FPPI841: 
F'C No 106] described the terrace culti¬ 
vation of the area as being carried to such 
perfection as to give “a peculiarly civilised 
appearance to the country”. The u.se of a 
system of well laid-out irrigation canals, 
the availability of organised labour in the 
cultivation of a variety of crops, reflected 
“the remarkable skill displayed by the 
Nagas in their agricultural practices, a 
skill that would be received with surprise 
by those who had hitherto looked on them 
as occupying a very low position in the 
siKial scale” [Ibid]. That the Nagas, and 
in particular the Angamis, grew a variety 
of crops IS evident also fnim the constant 
reliance of the survey parties on the Naga 
villages for supplies. Colonial records also 
describe the varieties of fabrics woven in 
the Naga villages, the variations in pat¬ 
terns and the possible competition from 
the Manipur weavers [FPP 1862: Pol A, 
Nos 408-19]. 

That the colonial state was not entirely 
iiidif ferent to the possibilities of economic 
benefits from the Naga Hills was proved 
ill the emphasis laid on the profitable 
investment in tea plants. With the ‘dis¬ 
covery’ of the tea plant in the Naga Hills, 
as early as in the 1840s, there was a tre¬ 
mendous incentive for a quickening of the 
process of incorporation of the Naga Hills 
into the British dominion. For the purpose 


t^cotonisation witbout force, the exfien- 
sion of tea-plantations was represented 
as a process which "putially humanised 
the Nagas...forcing them to neglect their 
internal bickerings” [FPP 1843:381]. 
Further, the representation of the Nagas 
as “lazy, inactive and indolent” [Robinson 
1841] proved to be a useful construct in 
encouraging the missionaries to lead the 
Naga population into habits of industry, 
thereby "civilising them and decreasing 
the potent threat of resistance and rebel¬ 
lion” [Ibid]. Thus, Miles Bronson, one of 
the early American missionaries to visit 
the Naga Hills, in his correspondence 
writes to Jenkins, the political agent of 
Munniporc: “I have thought of introduc¬ 
ing among them [the Nagas] the manu¬ 
facture of tea... which would send a lot of 
tea into the market without trouble and 
would also help to civilise the people and 
enrich the country and bind the Nagas to 
the company with a strong link” [FPP 1840: 
Pol B, No 82]. And yet the ^parent effort 
at ushering in benefits for a backward hill 
tribe was also coupled with attempts to 
“wean away the Nagas from the produc¬ 
tion of salt, towards tea cultivation” 
[Barpujari 1986:264]. The apparently 
altruistic intention of the church and the 
state behind the moulding of an industri¬ 
ous tribe were marked by a simultaneous 
effort at curbing the strong traits of inde¬ 
pendence attributed to the existence of salt 
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springs. The idea iheiefore wu '^o nulce 
them lessindependentofthegovemmem... 
by occupying the salt spnngs and ensuring 
a supply of a better and cheaper kind of 
salt” [Bronson I86S] 

What appears to have been the most 
contested of the colonial representations 
of the Nagas, largely on account of the 
effective transformation that it triggered 
otf, have been the portrayal of the reli¬ 
gious lite of the tnbals As mentioned 
earlier Naga life was sought to be pro 
jected as “bereft of any religions” and 
hence, an ideal field for the success of the 
missions Thus the annual report of the 
Baptist Mission in I8S8 recordedtheNagas 
as "a heathen people whose speedy con¬ 
version was possible (for) they lack any 
distinctions ot caste or priesthood” [ibid] 
In the decades that followed mission woik 
was accomplished with considerable aid 
fiom the colonial state (Barpujari 
1986 265] What is of relevance for the 
purpose of this essay, however, is the 
resistance offered to the spreading ot the 
gospel in the early years of Bnlish rule, 
by certain well-embedded Naga customs 
and religious beliefs, a resistance that can 
be safely stated to be a factor behind the 
initial failure of the missions in the Naga 
Hills Missionary records ot the 19th 
c entui y attributed the failure to proselytise 
to the “conservative character of the 
people with many ot the natives still 
clinging to the old. primitive forms of 
religion” jBarpujan 1986 234] 

However, it is only in the writings of 
later colonial administrators like J F Mills 
and J H Hutton, that the diverse aspects 
of the Naga religious life are recognised 
and recorded While rejecting the ‘conve¬ 
nient labelling' of the Serna Naga religion 
as ‘animism' in the 1891 Census ot the 
Naga Hills [Davis 1891], Hutton's de¬ 
tailed analysis of the religious beliefs, 
social ceremonies and of the role of magic 
in the life of the people, questions the 
dismissive attitude ot the state towards the 
Nagas Similarly, Mills' cnticism ot the 
impact of Chiistianity on the Aos, while 
necessarily restraining from any direct 
criticism of the colonial state, brought to 
light several ‘virtues ot the old religion' 
[Mills 1976] The wntings of Mills and 
Hutton need to be placed within the larger 
context of cultural change in that penod 
because their form of wnting was derived 
from earlier discursive tradiuons of ethno¬ 
graphic wntings Mills’(1927) cntique of 
western civilisation as ushering in “die 
cultural decay of pnmitive races and in 
many places, their extinction” has to be 
viewed as a response to the change being 
brought about by culture contact. For, as 


Ramchxndra Guha(t996) says, the 1930s 
and 1940s (the poiod in Whirdi Mills and 
Hutton wrote) was a penod when the 
primitive and die ci vilis^ were not merely 
two alternate world views, but two socitd 
systems coming continually into closer 
contact 

Evidence of such forms of contact is 
offered in the Bntish colomsation of Afnca 
and the subsequent ‘invention of tradi¬ 
tion' that had a significant social and 
political [Hobsbawm and Ranger 1983] 
Though, as in the Naga Hills, the particu¬ 
lar groupings of central African tribes were 
not so much survivals from a pre-colonial 
past but were largely colonial creations 
[Ranger 1983] the specificities of the 
colonisation process in the Naga Hills 
creates difriculties in drawing similarities 
with the colonisation of Afnca Represen¬ 
tation was undoubtedly central to both 
processes of colonisation, but unlike in the 
Naga Hills, it was inevitably preceded by 
oven forms of ecomimic exploitation in 
Afnca, with the colonial encounter also 
being expressed through active interfer¬ 
ence in socio-cultural and poltUcal insti¬ 
tutions and the establishment of direct 
administration Tliiough a complex pro¬ 
cess of simultaneous self-representation 
and representation of the colonised, the 
colonial state effectively secured the 
necessary legitimacy for the indirect form 
ot administration th^ it sought to perpetu¬ 
ate in the Naga Hills dunng this period 
Further, il can also be argued that the 
success of this mode ot intervention in 
creating the base for a more vigorous 
colonial expansion with minimal force 
and expenditure, was evident in the rela¬ 
tive lack of opposition and the consider¬ 
able ease with which direct administration 
was introduced in the Naga Hills in the 
post-1880 penod [Misra 1983] 

I rhis article foriro part of a project taken up at 
llie Omeo Kumar Uas Institute of Social Changr 
and Development Guwahati, in 1997) 
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Factors Affecting Fertility Decline and Fertility 

Variation in 1990s 


An Inter-State Analysis 

Mausumi Manna 


While declining fertility has been observed in all states, the rate of decline varies significantly across 
states. This paper attempts an inter-state comparison based on NFHS data, of the behaviour of some of 
the important variables recognised as potential fertility determinant in the literature. 


IN the past two decades. India has been 
going thmugh a last declining trend with 
respect lo hot h I'ert i li Iy and mortali ty. There 
is ol course a controversy about whether 
or not this declining trend in the vital 
events indicates that India is in fact 
approaching the third stage ol demographic 
transition whereby declining mortality 
coupled with declining fertility isexpected 
to achieve a population balance in near 
future. Ii is also true that the population 
base of the country is already huge luid 
even a small magnitude ol positive growth 
would lurthcr expand the base, leaving 
little scope lor complacency. Yet, one 
cannot ignore the achievement of a contn>l 
of the rate of lertility since the mid-1 %0s. 
Much research is going on to identify the 
factors responsible for the fertility de¬ 
cline. This current trend in fertility decline 
is observed in all the Indian states. But 
theiateol decline varies signilicantly from 
.state to state Our task in this paper is to 
make an inter-state compan.son. based on 
the secondaiy data available, of the 
behavioui of some ol the important vari¬ 
ables recognised as potential fertility 
determinants in the literature. 

Trhnos in 1-i.riii.iiv Raii s in 
Mmor .Sta'ii.s 

The development perspective of the 
Eighth Five-Year Plan had .set the lollow- 
iiig target tor demographic growth in the 
country in the present decade - 

On the assumption that the family plan¬ 
ning efiorts will be turned into an effective 
people's movement dunng the Eighth and 
the Ninth Plan, the .Standing Commiitce 
ot lixpcris on Population Protection has 
estimated that the annual growth rate of 
popul.itton dunng the pcntxl 1991 -96 would 
be 1 Kl pel cent which would further come 
down to 1 6.S per cent during 1996-2001 
(Vol 1.21) 

Although the plan targets appear some¬ 
what overambitlotis. that the fertility rates 
are undergoing declining trend in the l.xst 
few decades is evident in the fertility esti¬ 
mate!*. Table 1 gives the fertility behaviour 
in the major Indian states, in terms of the 
behaviour of the total fertility rate (TFR), 


during 1961-1992-93, e.stimated and com¬ 
piled by Rele (1987) and Visaria and 
V'isaria (1994) from differcnt .sources. 

The TFR estimates in Table 1 show that 
in reducing TFR further in the 198()s, the 
slates of Kerala. Tamil Nadu and Andhra 
Pradesh, which enjoyed an initial advan- 
I age of lo w ferti lity in ! 961 -66, performed 
better than the other Indian states. 
Karnataka and Maharashtra, which also 
had a TFR below six during 1961-66, 
maintained the declining trend and in the 
early 1990s positioned themselves clo.se 
to the .southern states. However, perfor¬ 
mance seems to vary among the states 
with a TFR above .six during 1961-66. 
While West Bengal, Gujarat, Punjab and 
Orissa performed fairly well in reducing 
their fertility in the 1980s, the four north 
Indian stales of Bihar. Madhya Pradesh. 
Rajasthan and Uttar Pradesh (collectively 
called the BIMARU slates) tailed to catch 
up with the others. 

However, Dyson (I996)’.s view with 
respect lo the performances of the states 
in lertility reduction deviates from the 
lindings in Table I. Dyson agrees that the 
Indian fertility and mortality rates have 
been lading in the I98()s and 1990s, hut 
he tecls that the extent of underenumer- 
alion in the 1991 Cemsus was much higher 
than what was reported and there may 
have been exaggeration in the latc of fall 


of population growth. He observes that 
in the 1980s population growth rate 
declined in Kerala. Tamil Nadu, Punjab 
and Gujarat. There might have been a 
population decline, although in lesser 
extent, in Haryana, Orissa and Karnataka. 
But the growth rates may well have in¬ 
creased in Andhra Pradesh, Madhya 
Pradesh, Maharashtra. West Bengal, 
Bihar, Rajasthan and Uttar Pradesh. In- 
migration has been an important factor 
behind the positive population growth rate 
in Maharashtra and West Bengal. 

While there arc conlfoversies with re.s- 
pect to the extent of undcrenumeration 
and the rate of population growth, there 
is an apparent concensus with respect to 
theoverall fertility decline. The 1991 Census 
shows that Kerala and Tamil Nadu were 
the most successful Indian states in terms 
of fertility reduction. Kerala hud emerged 
as the most successful state even in the 
beginning of the I98()s [Zachuria I980|. 
Tamil Nadu’s success in the past decade 
has newly drawn attention.' Comparable 
.state level data set on demographic and 
related vanables arc now available through 
the National Family Health Survey (NFHS) 
conducted in ail the major Indian states 
during 1992-93. We have attempted a 
comparative analysis of the behaviour of 
the fertility determinants in the states and 
relate them to the fertility behaviour of the 


Tabii: I Totai RRTiLirv Raiis in Major Indian .STAfES, 1961-1992 


Slates 

1961-66 

1966-71 

1971-76 

1976-81 

1970-72 

l')80-82 

1990-92 

Andhra Pradesh 

VM 

.141 

.1 15 

4 45 

47 

19 

1.0 

Assiini 

- 

> 

- 

.. 

5.1 

4 1 

1.4 

Bihar 

6.11 

6 2.1 

6 09 

5.62 

- 

5 7 

4.6 

Clujarai 

6..S 

1.74 

5.04 

4 19 

57 

4.4 

1.2 

Haryana 

72 

6.62 

1 1 

5 17 

6.4 

.1.0 

1.9 

Kuriiaiaka 

.1.88 

.1.18 

5.15 

4.49 

4.4 

.^.6 

1.1 

Kerala 

.1114 

4.41 

1.79 

1.14 

4 1 

2.9 

1.8 

Madhya Pradesh 

6.S6 

6.11 

.1.94 

.1.1 

.1.7 

1.2 

4.6 

Maharashtra 

.1.66 

.111 

4.86 

4.14 

4.1 

1 7 

10 

dri.ssa 

6.07 

.1.94 

5.58 

4.5.1 

48 

4.2 

.1.1 

Puniab 

6.01 

.1.27 

4.63 

4.28 

.11 

4 0 

.1.1 

Kaiusihan 

6..18 

644 

6.1.1 

5.62 

6.1 

5.4 

4.5 

Tamil Nadu 

4.8 

4 49 

4.12 

1.55 

1.9 

1.4 

2.2 

1 liar Pradesh 

6.11 

6 42 

6..1.1 

.1.76 

67 

5.8 

.1.2 

West Bengal 

6.72 

6 07 

5.27 

4.18 

- 

4.2 

1.2 

All India 

-115 

4 92 

4 4.1 

1.93 

.1.2 

4.5 

3.7 


Siiuire: Rele (1987), Visaria and Visaria (1994). 
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stales. Acconlii\^y, the 15 major states 
are ranked with respect to tbetr tertility 
as recorded in the NFHS data (Table 2) 
The reason tor the use of the NFHS data 
IS that It gives a cross-sectional account 
ot the behaviourot a numberoi proximate 
determinants ot tertility with relerence to 
all the states In prepanng the reitility ranks 
ot the states we have taken the crude birth 
rate (CBR) and the total leiti lity rate (TFR) 
in the states as the measure ot fertility The 
state with the lowest recorded fertility 
rates IS given the highest rank As it appears 
from Table 2, Kerala and Tamil Nadu 
occupy the first two positions followed 
hy Andhra Pradesh Karnataka and Onssa 
Tlic middle five ranks are occupied by 
West Bengal Maharashtra. Punjab Gujarat 
and Rajasthan and the last live ranks b> 
Assam Madhya Piadesh Haryana, Bihar 
and I ttar Pradesh Fhe teitility ranks ot the 
states with respect lo the NFH.S data more 
or less correspond lo the fertility liends 
mlabic 1 with the exception ut Rajasthan 
which appears lo move up while the state 
of Haryana appears to move down 

pAttORS Dl II RMIMNf. FiRinirs 

Identitication ot the fertility dctcrnii 
nants in i developing country is usually 
based on the fertility experience of the 
developed couniiics ot the world In the 
developed countnes the demographic tian- 
sition occurred without any active policy 
intervention 1 his led the experts to infer 
an obvious positive association between 
mdicatois of economic development and 
fertility reduction An important argumc iii 
in support of the inter linkage between 
economic development and fertility reduc 
lion was provided by the demand theory 
developed initially by Becker (1991) and 
earned lorwaid by other economists of the 
household economics as it is popularly 
called The demand theory has heavily 
emphasised on vaiious socio economic 
indicators of development as factors re 
sponsible tor bringing changes in fertility 
behaviour at the micro level The major 
SOCIO economic variables idcntiried in the 
demand theory are the level of family 
income and the opportunity cost of the 
mother’s time Any increase in the level 
of family income the demand theory 
postulates, I educes fertility demand as 
parents with increasing income aspire to 
improve the quality ot investment on each 
existing child An increase in the oppoi 
tunity cost of the mother’s time, say by 
incieases in the labour torcc participation 
hy married women, raises the cost of child 
care as the mothers have to forego a larger 
sumtobrmgupcachadditionalchild This 
m turn reduces the demand for a laige 
number ot children Extending this argu¬ 
ment the demand theorists have explained 


the tertility fomsition in the westasaiesult 
of the tailing demand for children Further 
extending the logic, the demand theonsts 
have argued that the large families in the 
ovcrpopulous developing countnes are the 
result of high demand tor children in these 
countnes (Pntchett 1994] 

However demand theory is not the only 
available explanation tor fertility changes 
across the globe The role of contraceptive 
innovation and the diffusion ot the know¬ 
ledge regarding contraceptives have also 
been highlighted fCarlsson 1966] While 
the economists have stressed on the de 
mand side arguments sociologists have 
explored the supply side iaclors of the 
lenility dittercnces among different soci¬ 
eties [basterlin 1978] Among the supply 
side lactors those weli-rccognised arc the 
infant monality rate the lemalc age at 
mamage duration of lactation, birth in 
lervai mother and child health care etc 
1 hese variables are identified as important 
intermediate variables following the proxi 
mate determinant analysis [Bongaaits 
1978] It has been evident that even in pre 
nuxlein societies, the natuial supply ut 
hiilh ncvei reached the biologically maxi 
mum level and some form ut fertility 
control was always practised [Nag 1976, 
f Icland and Wilson 1987] The actual 
tertility m a society is determined by the 
natural supply ot birth minus the demand 
lor birth The equality between the de 
manded and the actual fertility is ensured 
bv (he use ol contraceptives (he introduc¬ 
tion ot the modem methods oi birth 
control has made this more easy to prac 
tisc At (he same time lack ot contracep 
tivc knowledge and facilities can result in 
an excess supply ot births in the sense that 
these births were not demanded provided 
(hai the natural supply exceeds the de 
mand The demand theory has, therefore 
been contended on the ground that high 
tertility sn the developing countnes is no! 
the result of high demand but inadequate 
contraceptive tacilities 


Although It IS too detemtmutteto com' 
ment that high fertility, specially in the 
developing countnes are totally demand 
determined, yet the importance of the 
changes in ttemand in hanging fertili^ 
changes cannot be ignored As Z».hana 
(1995) remarks demand is essential, but 
demand can be created in more than one 
ways The classical methixl was through 
female literacy, impnived health condi¬ 
tions uibanisation female work partici¬ 
pation etc But this IS not (he only way 
Demand can also be created through a 
family planning programme (FPP), which 
IS a quicker and cheaper method Addi¬ 
tionally FPP can minimise excess supply 
through spread ot knowledge and services 
Population policy in the developing coun- 
ines therefore have two policy options 
to choose torm (i) lo initiate a direct and 
active population programme and (ii) to 
continue with the task ot economic deve¬ 
lopment with the hope that the popu¬ 
lation question will bo taken care ol in 
the course ot economic development 
1 he Indian population policy since the 
very beginning had opted lor a combined 
policy tool where direct policy ot control 
continued along with the task of planned 
economic development Policy I involved 
thcimpro\ementotthekcys<x,to economic 
vanables relevant lor fertility reduction 
whereas policy II involved spread ot 
information, education and communica¬ 
tion, as well as providing family planning 
services to the eligible couples 
Findings by vanous micro level studies 
on the fertility behaviour in different 
regions in India identify infant mortality 
rate, temale literacy female labour force 
participation temale age at mamage, 
improvement in mother and child health, 
etc as the key socio economic variables 
Specially the success ot Kerala in reduc¬ 
ing the birth rate has long been posed by 
the Indian socio demographers as the 
classic example ol the success ot (he socio¬ 
economic indicators such as temale lit- 


Taw 4 . 2 Rankinc oi- Maior SiAfEs By Fmni ny and Othir Variabi ts (IW2 VI NfHS Data) 
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eracy, improvement of mother and child 
health, etc (Zacharia 1980]. But the recent 
success of Tamil Nadu in achieving fast 
declining fertility trends even though the 
Kerala pre-conditions are not fully met in 
the state has demanded a further explana¬ 
tion. Jejeebhoy (1991) gives the opinion 
that the improvements in the status of 
women has increasingly exerted a nega¬ 
tive effect on feitility in the state of Tamil 
Nadu. Savitri (1994) conducted a micro 
study in Tamil Nadu to observe that the 
development of transport and communica¬ 
tion in recent years has increa.scd the rural- 
urban linkage and female labour force 
participation in the state, both contributing 
positively to the fertility decline. Zacharia 
(1995) on the other hand attributes Tamil 
Nadu's success to policy II. According to 
him in Tamil Nadu effective administra¬ 
tive policy towards population control 
despite changes m the political parties in 
power is the factor behind the fertility 
decline. Tlius if the Kerala model is the 
classic example of reduction of fertility 
demand through improvement in the .siKio- 
economic variables, Tamil Nadu model is 
the example of a successful motivational 
programme to reduce fertility demand 

SELtiTEO Perth irv Di-terminants and 
Ferth.iiy Rank or Siaii.s 

We have selected the following vari¬ 
ables from the NFHS sample data to relate 
them to the fertility ranking of the state. 
The states are ranked in descending order 
of the observed values of the variables. 
The variables included lor the calculation 
of the tank correlation coefficients are: 
(l)Thc wanted TFR, (2) The average 
female age at marriage, (3) Percentage of 
women litcralc, (4) Percentage of women 
participating in the labour force, (S) Infant 
mortality rate, (6) Percentage ol mothers 
receiving ante-natal care. (7) Percentage 
of births delivered in health facilities. 

(8) Median duration of birth interval. 

(9) Median duration of breast feeding, 

(10) Percentage ol couples using any 
method of contraceptive. 

The first column ol Table 2 (FR) gives 
the fertility ranking ol the state. We 
postulate a negative relationship between 
feitility and the extent of .socio-economic 
development in a state. Accordingly, for 
the calculation of the correlation between 
FR and variables 1-10, we have reversed 
the ranks of the states with respect to FR. 
That IS. the state with the highest fertility 
gets the highest rank and so on. As we 
observe in Table 2, there are several ties 
involved in the ranks. We have estimated 
the rank correlation coefficient (with or 
without ties) between FR and variables 
I-10 to obtain the degree of association 
between the fertility level in a state and 


the level of development with respect to 
each of the variables. 

Variable I denotes the demand for 
children in the state. Since the NFHS inter¬ 
viewed the ever-married women, it rather 
gives the female demand for children in 
the state. The other variables are important 
intermediate variables for demand and 
supply of births. Although in general we 
have assumed a negative relationship 
between the level of fertility and the level 
of development with respect to the other 
variables, there is some controversy with 
respect to the exact relationship between 
most of these variables and fertility. In¬ 
crease in the female age at marriage on 
the one hand can reduce fertility by short¬ 
ening the total reproductive period, on the 
other hand it can increase fertility by 
reducing the risk of maternal and child 
morbidity associated with early pregnancy. 
Similarly, the effect of increase in the 
level of female education is also contro¬ 
versial. The arguments favouring a nega¬ 
tive relationship between female educa¬ 
tion and fertility cmphasi.se the fact that 
better educated mothers not only enjoy a 
higher opportunity co.st of time, but they 
are also likely to te more aware of infor¬ 
mation about contraceptives and can use 
contraceptives more effectively. On the 
other hand better educated mothers may 
also take better care of the children in¬ 
creasing the chances of child survival and, 
Ihcrelore, the supply of birth. The cITect 
of female labour force participation on 
fertility, specially in the developing coun- 
tnes are not well supported by empirical 
evidences. Child care can be combined 
with most women-specific occupations in 
the unorganised sector which provide the 
maximum labour market opportunities to 
women in the poorer countries. Variables 
5 -9 are mainly related to mother and child 
health care. Infant mortality is related 
positively to the supply of birth and 
negatively to the demand for birth. Vari¬ 
ables six and seven are related to the 
reproductive health of the mother, which 
arc expected to have positive effect on the 
supply of birth but negative effect on the 
demand for birth. Breast feeding has a 
positive impact on child survival, but the 
effect of the duration of breast feeding, 
specially as a contraceptive is subject to 
more scientific enquiry. The custom of 
ptist-parium abstinence during lactation 
has a more certain contraceptive effect, 
but this custom is not general and different 
cultural groups can follow different rules. 
Variable 10 reflects the direct impact of 
Policy II as it gives the extent of the use 
of contraceptive in the state and is ex¬ 
pected to be negatively related to the level 
offertility.Table3 presents the estimated 
rank correlation coefficients. 


Almost aii the rank correlation coeffi¬ 
cients as estimated in Table 3 show the 
expected negative sign with respect to all 
the variables, except duration of breast 
feeding. A strong correlation is observed 
between the wanted total feitility rate and 
the actual feitility. This strengthens the 
demand side arguments. However, as 
Zacharia points out, demand can be cre¬ 
ated both by improvement in the socio¬ 
economic conditions as well as by a suc¬ 
cessful motivational programme. A one 
time cross-section data on wanted TFR 
does not tell us about either the changes 
in demand over time, or about the factors 
re.sponsibie for changes in demalid. But 
whatever be the factors behind the cre¬ 
ation of demand, actual fertility appears 
to be strongly associated with the fertility 
demand of the ever-married women. 

Apart from the wanted TFR the other 
variables that shows moderate to fairly 
high correlation with fertility are female 
literacy, infant mortality rate, ante-natal 
care to mothers, delivery in health facility, 
and the use of contraceptives. Variables 
such as the female age at marriage, par¬ 
ticipation of women in the labour force, 
median years of birth interval and median 
duration of breast feeding show very low 
values of the rank correlation coefficient. 
Low correlation between fertility and 
female labour force participation counters 
the cost of time argument of the demand 
theory. The low correlation between birth 
interval and fertility is also expected given 
the fact that in India, the terminal methods 
of birth control is more popular than the 
spacing methods. The low correlation 
between fertility and the female age at 
marriage is rather surprising. 

State Expenditure on Health and 
Education and Fertiuty 

By the observed rank correlation co¬ 
efficients, mother and child health and 
female education appear to be the most 
important determinants of the fertility 
behaviour. Expenditure on health and 

Tabu- 3: Rank Correlabon between PteRnirrr 
and Other Variables 

Variables Value of the Coefficient 


The wanted TFR -0.9464 

The average female age at nuuriage -0 3553 

Percentage of women literate -0.6642 

Percentage of women participating 
in the labour force -0.2267 

Infant mortality rate -0.6892 

Percentage of mothers receiving 
ante-natal care -0.8.321 

Percentage of births delivered in 
health facilities -0.3357 

Median duration of birth intervol -0.1589 

Median duration of breast feeding +0.2803 

Percentage of couples using 
ony method of contraceptive -O.S821 
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euuuMiMi tii a suue it liiueiy to reiiect ttw 
attention given to these determinants. 
Although per capita income is only a weak 
estimate ofthe extent of poverty in a state, 
it is a widely used indicator of the con¬ 
dition of living enjoyed by the population 
of a state Table 4 gives the state level per 
capita net domestic product and state 
expenditure on health and education for 
the year 1994-95, firom the state level data 
compiled by the Centre for Monitoring 
Indian Economy (CMIE). A comparison 
between fertility ranking of the states in 
Table 2 and rankings in Table4 with respect 
to the per capita state domestic product and 
expenditure on health and education gives 
us an additional insight into the relative 
importance of these factors in relation 
with the fertility ranking of the state. 

As the table shows, the level of per 
capita income in a state is not congruous 
with the share of expenditure on health 
and education in total state expenditure. 
Punjab and Haryana have the highest per 
capita income, where the share of expen¬ 
diture on health and education are the 
lowest. In Maharashtra too the level of per 
capita income is incongruous with the 
share of expenditure on health and edu¬ 
cation Kerala, on the other hand, occupies 
a middle rank with respect to per capita 
income, but spends the highest percei\tage 
on health and education. We.st Bengal 
ranks second with respect to spending on 
education. Consistently, Kerala and West 
Bengal show high female literacy among 
the Indian stales. The maximum incon.sis- 
tcncy between spending on health and 
education and the level of literacy and 
health is observed tor the state of Bihar 
In Rajasthan the share of expenditure on 
health in total state expenditure is also high 
in comparison with the other states, but 
the ranking with respect to components 
of mother and child health is fairly low. 

ACHIEVEMKNr OF FAMILY PlANMNO 
Taroets and Fertility 

While expenditure on health and edu¬ 
cation in the states somewhat reflect the 
successful execution of Policy I, the success- 
ful implementation of Policy II can be 
judged from the achievement of the family 
planning targets in the slates. It needs to 
be mentioned here that the official family 
planning programme in India is mainly 
numeric target based where method-spe¬ 
cific annual targets are set for protecting 
the eligible couples. Only very recently 
a dialogue has started at tlw policy level to 
shift away from the target based approach. 
Table S gives the achievement of family 
planning targets in the major states for the 
year 1992-93, for the same year for which 
the NFHS data are available, from the 
ministiy of health and family weifwe data. 


AS Table 5 shows, Kerala and ijamil 
Nadu, the two most successful states 
with regard to the control of fertiiity.show 
a high achievement of the sterilisation 
targets. Punjab and Maharashtra which 
also show more than 100 percent achieve¬ 
ment of the sterilisation taigets rank fairly 
high with respect to fertility reduction. 
However, West Bengal, Orissa and Andhra 
Pradesh show a comparatively low level 
of achievement of the sterilisation targets. 
The NFHS survey in West Bengal reveals 
that the traditional methods are more 
popular in the sutc, especially in the urban 
areas. Among the low ranking states with 
respect to fertility, Bihar shows poor achieve¬ 
ment with respect to all the methods, so 
does Assam. Gujarat and Punjab show 
high achievement with regard to the distri¬ 
bution of condoms. The method specific 
achievement of the family planning tar¬ 
gets with respect to all other methods m 
all the other states appears moderately 
high with not much inter-state differences 
However, apart from sterili-sation which 
IS a terminal method, achievement of 
targets with respect to other methods do 


not guarantee successful cenmoi of coil' 
ception, as the follow up with regaid to 
the use of these methods is vary we^ The 
table clearly shows an unbalanced success 
of the termini ion method in achieving 
fertility rediretion. It also shows greattv 
emphiuis on female rather than male 
sterilisation. 

Conclusion 

A comparison of fertility ranks of the 
states and ranks with respect to selected 
fertility determinants based on the NFHS 
sample data for 1992-93 shows a high 
degree of association between wanted 
fertility and actual fertility as well as a 
strong association between fertility and 
female education and mother and child 
health. This points to the importance of 
incorporating these two components in 
the population control programme of the 
state. The relationship between the 
statewise situation with respect to femate 
education and mother and child health on 
the one hand and the share of health and 
education in total state expenditure on the 
other IS somewhat ambiguous, except fm 


Table 4 Staie ExPENDiruni on Various R^rtiuty Di.terminanr 


Slates 

Per Capita Net 
Domestic Product 
1994-9S 

Shore of Health tn Total 
State Expenditure 
(tn Percentage) 1994-95 

Share of Education in 
Total Slate Expenditure 
(in Percentage) 1994-95 

PCNDP 

Rank 

Expenditure 

Rank 

Expenditure 

Rank 

Andhra Pradesh 

7155 

7 

3 88 

12 

14 01 

8 

Assam 

5999 

10 

5 47 

7 

20 35 

14 

Bihar 

3816 

15 

5 88 

2 

18 47 

15 

Gujarat 

10.578 

4 

4 30 

10 

1741 

2 

Haryana 

121.58 

3 

2 25 

15 

9 40 

6 

Karnataka 

8082 

6 

5 51 

5 

16 37 

7 

Kerala 

6983 

8 

6 60 

1 

23 86 

4 

Madhya Pradesh 

5845 

II 

4 67 

8 

14 86 

10 

Maharashtra 

I3II2 

2 

3 82 

13 

15 53 

5 

Onssa 

51.57 

14 

4 42 

9 

16 72 

0 

Punjab 

14188 

1 

2 89 

14 

9 67 

1 

Rajasthan 

5220 

13 

5 84 

3 

16 29 

13 

Tamil Nadu 

8941 

5 

5 74 

4 

18 79 

2 

Uttar Pradesh 

5331 

12 

4 20 

II 

14 58 

12 

West Bengal 

6865 

9 

5 50 

6 

20 78 

11 


itmrce Centre for Monitonng Indian Economy Profiles of the States, March 1997 


Table 5 Statewise Achievement of Family Planning in {^rcentage of Tarmys. 1992-9't 


Slates 

Achievements in Percentage 

j* 

o 

Percentage of Tubectomy 
of Total Sienlisation 

Condom 

Oral Pill 

lUD 

sStenlisation 

Andhra Pradesh 

76 9 

66 1 

62 1 

87 4 

93 6 

Assam 

6.3 1 

47 9 

50 0 

10 7 

97 7 

Bihar 

28.1 

38 6 

44 8 

60 7 

966 

Gujarat 

104 0 

59 3 

81 1 

90 3 

95 9 

Haryana 

85 4 

85 0 

72 8 

94 3 

98 0 

Karaaiaka 

947 

72 8 

82 0 

92 1 

998 

Kerala 

96 1 

69 2 

80 9 

114 2 

992 

Madhya Pradesh 

87 6 

58 7 

74 8 

82 7 

96 0 

Mahawhtra 

94.5 

56 7 

97 3 

106 7 

97 2 

Onssa 

75 8 

55 8 

75 9 

73 0 

96 1 

Pmyab 

iOl 8 

87 5 

71 2 

118 3 

967 

RRiasthan 

86 9 

48 5 

71 5 

88 L 

97 6 

Tamil Nadu 

96.0 

69 9 

88 5 

104.2 

996 

Uttar Pradesh 

103.8 

70.1 

75 9 

59.3 

92 6 

West Bengal 

82.3 

71.3 

SO. I 

78 2 

990 


Source'. Year Book I992-93, Ministry of Health and Family Welfare, Covemment of India. 
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Kerala At the ^ame time, tertility ranking 
ot states also shows iairly high corielalion 
with the use III contraceptives as well as 
achievement of family planning targets 
However the high share of female steri 
hsalion in total stcrihs<)tion indicates that 
the burden ot leitihty reduction iii India 
in icccnt years has been put mainly on 
women III othei word it shows the te 
male specific focus of Policy II 
There is another important significance 
of the ncgiitive lelationship between the 
impiovement in the reproductive health 
and lertihly It simpiv points to the fact 
that hCiilth cost IS an important cost of 
reproduction alihotigh it has received little 
attention in most cost benelit analysis of 
fertility demand Health cost would ap 
peai more significant in female lather 
than male leitilils demand since this cost 
IS home mainly bv the women 1 he NFHS 
data rcfcis only to the fertility demmd ot 
the women and thus it is not possible on 
the basis of Nl HSdalaloexaniiiieif theie 
IS any gendc i based dilference m the 
demand loi childien in the Indian states 
But It clearly points out that both lemale 
demand (loi children) and improsement 
in reproductive health arc important de 
terminanis ol Icrtility It women on an 
average want a smaller lamtiy si/c than 
men since they have to K*ar higher rc- 
pnuluctive costs than men then it is easici 
to taiget them moie successfully m the 
population control programmes I he 
greater conti iception burden borne by 
Indian women mas be indicative of the 
presence ot gender dillercntiatcd fertility 
demand apait from the low social status 
ol women which make them weaker tar 
gets this iliciefore calls tor more male 
oriented motivational piogrammes under 
the population control piogrammes Also 
liiUirc leitihty and he'alth suiveys should 
aim at colleclins moie genden sensitive 
data and should not taiget women alone 

Note 

11 'itkiiDwlLilgi the \ iluahli guulini.e ind koin 
inenisonihe dr ill by f’lali ssurNiiiiiil i Banneiiec 
orCenliv ti>rSlu(JicsinSoci>ISLii.ni.>.s f atcuUa | 

I Ci(M has hull iIh. olhci Indian slate lo nKcl 
with I hieh Micciss in Icnihiy aduition in 
leient veais In this study wt liavi. Incusid 
only onlhel ngc stales owing tudalaconstraint 
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Call for Papers 
on 

Criteria and Indicators for Sustainability 
of Rurai Development: 

A Natural Resource Perspective 

Indian Institute of Management Ahmedabad in collaboration with UNESCO is organising a 
training workshop on Critena and Indicators for Sustainability of Rural Development A 
Natural Resource Perspective, during 11-13 March, 1999 

Different stakeholders in the development programmes would define the criteria of 
sustainability differently juid some consensus is necessary to synergise efforts of 
different actors Even if some consensus is achieved on the criteria of sustainability, 
the divergence in perspectives of various stakeholders about the indicators of 
sustainability is bound to remain If tfte degree of divergence is too wide, the programme 
resources will be pulled in different directions and sustainability is unlikely If 
divergence is too little, the scope for creativity and innovation will be very limited 
The challenge therefore is to develop capacity among development planners to (a) 
identify key criteria and indicators of sustainability from socio-economic, environmental 
and gender perspective's, (b) use various methodologies to identify stakeholders 
perspectives and the divergence in perceptions, (c) to provide a platform for articulation 
of and negotiation around divergent perspectives to generate creative and innovative 
models, and (d) to empower local communities and creative individuals to monitor and 
control the external interventions so that these blend with local ecological ethics, values 
and communitarian spirit 

Papers are invited from young researchers on any aspect of the above subject Seven best 
papers will be selected and respective authors will be provided with travel expenses and 
free boarding to attend the workshop More importantly, they will have the opportunity to 
interact and share their views with renowned scholars from India and abroad during the 
workshop 

The potential candidates must submit their completed papers along with an abstract and a 
copy of CV by 31 January, 1999 





Professor Anil K Gupta 

(Workshop Co-ordimtor) 

Centre for Management in Agriculture, Indian Institute of Management, Ahmedabad 380 015 

Email anilg@iimahd ernet in http //www anilg onet in/-anilg/unesco I 
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Russian Economic Crisis 

Between May and August this ycat Russia cxpcticnicd .i dramatic linancial 
11 ISIS On August 17. despite agreement with the IMF on a large new loan the 
Russian government abandoned the exchange rate corndur dctaultcd on its 
'^imerq^^ebt and declared a 9()-day moratorium on private torcign debts As a 
DcSi^rtjmcrous international banks announced large losses intl.iiion m Russia 
the Russian hanking system collapsed and Russian imports tell sharpi) 

IN whJi gused this situation' What arc the possible consequences ol these 
f'!'*. sciJl^|what arc the prospects for the Russian economy ’ 3317 


Structure and Working Class Politics 

—Th Indian labour studies while analyses ot tiu sienilicanie ol cullurc have 
provided impoiiant insights which have decenired EuriKeninc or unitary 
(.onccptions ot the woiking class they have otten stopped short ot rethinking 
the stiuctural dimensions ot the working classes ( ulturc is impluitly iranstoimcd 
into a loice that is external to the politics ot class However the creation ol 
such rciticd boundaiies between the re ilms ot cultute and stniciiirc needs to 
he questioned What is required instead is an approach that rtconnetis the 
malenilily ol cultural ditteicnee with the structural basis ot class politics I -S3 

I Ik cnoiinous complexity ami variety the manv worlds ol liidnn inclusirnl 
1 ibour ire a fad ol course but ihcsc sepirate* worlds aic closely loiiitd bv the 
(Ivnamits ol pcivasivt* tiends especially lihci ihsition cicrctiul ilion and 
c ISO ilisalion All igcnci i lor rtse in h 3305 

Industrial cSickness and Workers 

The pit sent legal intl insttlulion il Iramcwoik to deil with the piohlcm ol 
iiulustnil sickness is grossly inadequate puiicularly in protettina ihc inuicsi ol 
worktis A study ol the textile indusirv in Oupi it highliuhls the inidcquacies 
ol the picsent Iramework and the need to dcil positively ind viablv with 
the piobicm ol displaced workers and Icxkcd assets ol sick units I -71 

Doomed to Fail? 

Ilandloom co operatives in Aiidhri Piadesh ir.iditionally the inajoi hindlooni 
weivine region ol the countiv aic in decline Competition tiom powcrlooms 
c in explain the decline only partially as there is a new and growing market 
lot htncllcHsm cloth By lar the mote serious reason is pcsliticisation ol 
co operative societies and government and bureaucratic control 3323 

Labour and Development in Kerala 

ScKial development without conimtnsurale translormalion ot the productisc 
sectors has presented Keiila with some ma|or dilcmmis A ciiliial Icutk tl 
the political economy ol labour and dcxelopnicnl tex using on tlx roles 
ol I ibour unions si ' iind capital 1,-61 


Women Workers and Unions I Beyond a Ritual 


Despite toiming halt the labour ioicc 
lit plantations women workers have 
icmained marginalised in trade unions 
ol plantation workers A study ot thice 
te.) plantations m the Dexiars and 
1erai areas ot north Bengal L-50 


Banana War 

Whde India despite being the world s 
largest producer oi bananas has no 
(tiiecl stake in the banana war 
■aging between the US and the 
burope,tn Union, the signiticance ot 
the (tevciopment m the context ot 
multilateral trading atrangemcnls 
must not be lost sight ot 3303 


It It IS to be something mote than a 
quintjiicnnial ntii il thericvcnthTmame 
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linancial management by the Icxal 
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ol them 3336 









LETTERS TO EDITOR 


Savarkar Memorial 

IT has recently been reported {TOL 
Mumbai. October 23) that the Ians ol 
V D .Sav.irkarhaveelicitedudeliniteposi¬ 
tive response trom the inayororMarseilles 
in (heir cfloits to erect a memorial by 
July S. I*><)*>tocommemora(ehisa(tempted 
escape Irom (he IJi itish custody at this poil 
city some ‘>0 years apo Now the Indian 
prune niinisiei is to lormally take up the 
issue wiili the rrencli authorities We lind 
this developmeiii hiphly disturbing on 
accoiiiii ol the lollowinp. 

Vinaviik Damodai Savai1car( IKX 1 %6) 
started Ins poliln al career, at the on.set ol 
the pre.sent century, asa militant nationalist 
modelliiip himsell on Ma//ini. The re¬ 
volutionary nationalist ideology of 
Savarkar during this period is icHected in 
his Tht' hi\t liiilion ^arofhulcpetuleiue 
/<S’57 And as a icsu/t al his militant aiiti- 
iniperialist activities he had lo sutler 
depoilaiion lo and detention in the remote 
and dieaded .'\iulainan Islands Irom 1911 
to 1921 Howevei.whileinthe Andamans, 
his vieus iindeiwenl a great metamor¬ 
phosis He came lo he gieatly inlluenced 
by treatise expounding (iermaii racism. 
Renouncing I lie struggle against the Biiii.sh 
ci'lonial nilerhc translormed himsell into 
a staunch pro|vonent ol lasci.slic ‘Hindu' 
racism oi hindtiiva. In lad. as the author 
ol the lliinliitva: Wlu> a Hindu.’ lirst 
published 111 192 3. he came lo be regarded 
as the lather ol hindulva. The hiiuluiva 
project, as it iianspires. aims al rc- 
constixiclmg .md mobilising the (Indian) 
Hindus ihrough a complex process ol 
exclusionisi and majoritarian identity 
building based on well orchestrated 
generation and accentuation ol'tlic teeling 
.)( insecurity liom and consequent hatred 
and aggression against (he carelully 
eonstmcied evil and Ihrealening ‘other', 
rom out ol segments ol the Indiatt scKiety 
in the basis ol historically available 
udinienis ol prejudice and conllict. 
Main.siicam Indian nationalism, as 
epitomised in the tioika ol Gandhi. Vohni 
indTagoieon the other hand, was inluscd 
•vith the loiwaid looking, universalistic 
and egalitarian ide,ils ol western liberalism 
and also deeply rooted in the indigenous 
radilions ol (syncretic and eclectic) 
rhiralism. ronsequently Ihe tollowers ol 
lindutva (like their counlerparl.s in the 
•fusiim latague) deliberately dissociated 
hemselvcs Irom the epic struggle Ibr 


national liberation from (he British co¬ 
lonial rule, the .struggle which did con- 
s.'iously and conscientiously try, with 
ever incn;a.sing clarity, to forge an all- 
encompassing composite Indian nation- 
hiHid based on Ihe recognition of the 
legitimacy of multi-ethnic, multilinguisi, 
multi-religious and multicultural character 
ol Indian ci vi lisation and society and aimed 
at estabh.shing a .self-reliant, egalitarian, 
seen lar, democratic and independent India. 
.\1 K Gandhi (1869-1948) came to be 
lecognised as the foremost leader ol 
mainstream Indian nationalism. If Subhas 
(‘li.indra Bose. Ihe mo.si pniminent and the 
li'.tding figure among the left wing 
iiationalisi.s. called him Ihe Father of the 
(emergent) Nation, despite .serious dil- 
lorences ol opinion, the great poet 
K abmdranath Tagore, conlerred upon him 
the honorific tide of Mahatma. And it is 
not a mere accident at hi.sloiy that just on 
the morrow ol Indian independence, a 
lellow caste-man and an ardent follower 
ol .Savarkar. Nathuram God.se. who was 
.1 member of the Hindu Mahasabha. oi 
which Savarkar had become a le.uling 
light since the early 1920s and subsequently 
Us sujvrcmc leader in 1937. and also the 
K.S.S. another Hindu supremaci.st orga¬ 
nisation founded in I92.‘>. gunned down 
the frail figure of 78-year-old Gandhi, on 
the chilly Delhi evening ol January 30, 
1948 on his way lo prayer - iinanned, 
uiijiioicctcd. While God.se was hanged to 
deal h. Savarkar. an alleged co-conspirator, 
got acquitted for want of adequate 


evidence.Today, with the followers of the 
RSS. the apex urgani,sation of the ‘Hindu' 
fasci.sts, which remains committed to and 
engaged in Ihe task of churning out band.s 
of indoctrinated cadre.s. infiltrates the 
various organs of the state, permeates the 
civil society with its ideology of hatred, 
the attempt to install V D Savarkar as a 
national icon has gained momentum. Any 
acquiescence by the French authorities to 
this attempt, would only help to legitinii.se 
(he dangerousdocinne of 'hindulva'. And 
this could have disastrous consequence 
not only for the people of India (and south 
Asia) hut also for Ihe woild at large, as 
has been amply brought out by the recent 
nuclear explosions carried out by I he 
projxments ol hindulva, as the logical 
corollary of their politics of lascisiic 
jingoism. Hence, we appeal to all 
concerned, both in India and abroad, to 
write lo the mayorof Maiseilles. the prune 
minister ol France and also the president 
ofindiaurging them to refuse locivopei ate 
with the el forts to gha ify Savarkai. whose 
name, like that oi the R.S.S. has been 
indelibly associated with the iiuirdei ol 
the Mahatma. Ihe most hallowed symbol 
of Indian nationhiMHl. in the interest oi 
demcK'mey and world peace 
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Power Equation 


A niR wtcks of dcliheiation iht Andhra Piadesh 
?o\ctnincn( has announicd iiKitasLs in powci taiiff for 
some siiiions of cmistimcis This is pail -if an cxcrtisc to 
leloim die Slate 1 loiliieity Boaid (SI B> to impiovc its 
tinaiKi.il position and to pave the way foi piivatisation of the 
powei soeioi It IS I happening in oik si.iie of the Indian 
Union hill aiuii l\ ikmonstiatcs him iIk Indian cconuni) 
woiks M iiivoiIki si Bsaieinsimilai Imam i ilsli.iilsandthe 
leasons whv iIkv .ill in.ike hiijrc losses aie not veiv dificieni 
1-01 llial iL.isoii this iL<’toti<il event deseivLS notice 

I hi I h ueeol the opposition pailies that ih' yovcinmenthas 
taken tin decision to hike iIk laies .it the hclicst ol the Woild 
B.tnk IS pioh.ihiv title A le.iin liom tin Bank pioduccd in 
cailv IU‘)7 .1 icpoit on the Agenda loi Iconomic Reforms 
loi the stale I 111 lepoit devoted a lot ot ^paec to the pool 
woiking ind lin.iiiiesol the SI B.hnt of eotnsehail much else 
hesidis It listed in detail the lailiiies ol ihc government in 
i.iising levemies and pointed repe.ilediv to unsustainable' 
suhsiilies 111 seelois such as lood povvei and iiiigation Asall 
Woild B.tnk 11 polls do it h.ul .istandaid leeipe loi reforming 
the e'ei>nomv .ibolish subsidies impiove ellieicne) and so 
on TIk lepoilh.iiitwo secn.iiios loifinaneing onccxhibiling 
the debt ii.ipihe slate will ulliinatelv tall iniounde'rthepicscnl 
regime and an .illei n.ili ve one ol gi adual i eduction ot subsidies 
combined with .in impiovernent in mobilis, non ol lesouiecs 
that can lead to hnih i.ites ol investment ind giowth The 
lepoit vvas thus lull ol persuasive logic »|K'n to all 'Phe 
eondiiionalities ot the Bank loans aic not known howovei 
On the povvei seeloi theBankiepoithada'-etol suggestions, 
whielr included ihe setting up ol a legiiliUoiy system to 
promote piiv.iie powci gcnci.ition on a competitive basis 
With the passing of a bill ioi powci legul.iiion eai lici and now 
the laismg ol tlie povvei taiill, it would seem Ihe government 
IS indeed following the loutc eh.iitcd bv the Bank That 
Intel prctation is siicngthcned by the news tluil the Bank is due 
to consider m bchiu.iiy a big loan to the Si B 
Howcvei the laets about icvcnues and subsidies were 
known quite well much before the Bank leport was written, 
and weie being publicised by goveinment olticials Hits was 
at a time when the state was facing a sevote tmancial crisis, 
made woisc by the loss ol levcnue that the imposition of 
prohibition entailed The officials did not lose the cvpporlunity 
to ‘educate’ the public about the unsustain ibility of various 
subsidies, and the suggestions they made in that context 
included the obviousone ol arcduction in powet and irrigation 
water subsidies II isa iikkh point whethcrilie stale bureaucracy 
influenced the Bank thinking thatcmeigcd later 


Whcthei Ol not one sees a conspiiacy in all this, the facts 
themselves cannot be ignoicd Consider lood subsidy fiist 
The price ol subsidised rice at Rs 2 a kg, fixed dm mg the eai ly 
1980s. could not lorevcr be pegged at that level as both the 
market prices and the issue prices of the ccniial government 
have kept rising year alter year Siniilaily water and power 
could not for all time be supplied viituallyficctolheagi iculluial 
secloi 1 he question therefore w.is not whcthei but by how 
much, and in respect of which sectors and when subsidies 
should be cut The Chandrababu Naidu goveinment that 
icpi.iccd the N TR.ima Raoiegtmcdid make some .idjuslments 
to icduce subsidies and prov ide temponuy leliel to the depleting 
finances 

I he subsidised nee scheme has done demonsti.tbly well m 
bringing down poverty levels in the stale II is peihaps the 
single most important lactot in that respect notwithstanding 
the opciation ol numerous othoi schemes for povciiy 
eiadication.indemployment generation Itisbccommgcleaicr. 
on the other hand that subsidies to .igiicultuie have to be 
reviewed 

Tiue ‘efficiency’ can be impiovcd all niund, so that the 
question ol subsidies can be postponed boi example, the 
public disttibulion system is poorly targeted, and some 
estimates suggest that the lood subsidy can be reduced by 
one-hall oi more through restricting distribution to the 
desciving poor only Similatly. the containment ol losses in 
transmission and pillciagc ol power would yield subst.intial 
gams .Such impiovements m cllicicncy aie, howevei. not in 
sight 

The reduction ol subsidies is a political, not economic, 
matter In Andhia Pi.»desh, the balancing ol interests has 
an addition y| complication In Ihe diy regions ol the slate, 
liee irrigation water means nothing to the big fanners who 
need powci to pump water from depths With elections 
barely a year away. Naidu hail lew options I fndcr the new 
tai if I. domestic consumers at the lower end, by far the largest 
inthccategoiy.are ‘spared’, and, predictably soisagiiculuirc 
That big and rich farmers who dominate the agiiculluial 
sector pay no taxes seems to be ol no consequence, except in 
electoral terms The taim lobby can make and unm.ikc 
goveinments 

A few years ago, N T Rama Rao was seeking ways to make 
upthe losses fiom prohibition and was told locut subsidies 
to agi iculture including that for power He was rcpoi led to 
have shot back, “Are you suggesting that I should be 
removed from power'” That sums up the cqu.iiion heiwien 
two different kinds ol power valid beyond Andhi i Piadesh 
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Running Dry 

IN a patlielic admisMon ot tailuic on a 
most cMitiai liont the uential hoalth 
niiinstiv has said that it would not hi 
ahk- to LXtind thi Revised National IB 
C ontrol PioRiainmt launched in March 
|W7 to the entile country as was on};i 
nallv inieiule'd It c »n haidly be a conso 
l.ilion to the niinv ciitics ol the dise ise 
control pioc'iamine ol the c’ovetnineiuthat 
the decades ot dts iiiav and mis planning 
onthallioni iii now vie liliii}! picdictahle 
outcome s 

I he icvised pieijiramnie it may he le 
called incoipoi ited a new stiategv dcvel 
oped and siionelv lecommended hv the 
WHO liter extensive tiials in manv 
countries mcludiim Imha 1 he stiatcity 
diicctiv ohscived tieatment shoit coutsc 
stiatepy (1)01 S) was devised to cnsuic 
that a pitiiiit eompleled the piesmbcd 
course ol tiiMtinciU and could he assured 
ol I compli tc ctiic It meant health work 
ers hail to mce t the p itients icpulailv and 
he with them wink thev look the pie 
sciihed eliu’s But DOTS w IS expensive 
not onlv did it use the inoie expensive 
and mole ellective eliuu It also meant 
mole hum in povvi I I he WHObackedthe 
siiateL’v lullv eonsiekrinc’no eounliv oi 
hedth svstein spccilic alteinalivcs 
\s iisii il WHO used the c mol and tin 
slick to peisuadc third woild countiies to 
ulopi Us straicev In India with its king 
siandiiie tuhciculosis contiol lescarch 
mil isiiiicluie theie were sevcial voices 
ot dissciil II debate took place at all it was 
onlv ol le ideinie sianitieance loi the 
government was not to be swayed trom 
the WHO leeommendation For alter all 
so convine I’d was the WHO ot the cHce 
tivenessol the siiaiegy that It oticred India 
special liinding ol 1.11)0 million over and 
above Us usu il eontrihution towards 
iiiiplenieiiting DO FS ovei W per cent ol 
the eouiitiv I he health ministry never 
one to look a eilt horse in the mouth 
eratelullv aeeepte'd the lunding iiid thi 
pioposil vvuhout coiisideiing the long 
teini aspects ot the progiamiiie This was 
in keepinc with Us ittitude with regard to 
disease conliol piogiammes over the 
de'cades I heie has been a eiitieal lack ol 
planning ol ehsease piogiammes which 
have been iiillated or crippled depending 
ontheexternaltundingav iilahk lor them 
Except loi malaiia which has received 
funds oil andonihioughoutthe I96()sand 
the I^TOs depending on how important 
the disease has bce'ii internationally all 
thcotlici progi amines have been neglected 
m the central allocations Only in the last 
decade with the renewal ot interest in 


‘iropicaF di&eas(»i, has there been some 

e hangc 

Tuberculosis has received particular 
attention because ot its association with 
AIDS and the tear that it will spread very 

I ipidly in that context Even so Us pro- 
poition III the diseases programme budget 
has come down in live years Irom about 
10 S per cent to 9 1 per cent This presum- 
ibl\ docs not incluile the additional funds 
I'om the WHO which came in later 
MIoeations tor disease programmes have 
ihiiosi entile ly been devoted to the tun 
mng ol the piogramme and not to the 
eieaiion ol assets or infiastructuic which 
h.is icmained pixir Control strategies 
I. qutie good reliable infrastructural and 

II chnic.ii back up While m the mtro- 
diictorv phase this was possible in the 
e xpcrimentalareas thecxtcnsionol DOTS 
thioughoui the country would require large 
mv cstmcnt in the health care system, which 

III the context ol shrinking public health 
e ire budgets is simply not leasible 

I he health ministry s admission also 
iiidie lies perhaps another seiious develop 
iiieni II inelced the WHO had viewed the 
adoption ol the new strategies by all 

I oiiiitiies by the year 2(MK) as important 
India IS reportedly the only country which 

V ill not kec'pthe WHO deadline -It would 
have mide the requisite lunds available 
llowe'vcr it the Woild Health Rtport 
(IW7) emphatic teicus on non mlcetious 
health problems (such .is heart disc.iscs 
iliabetes lancers etc) is .my indication 

II would seem th.it intcrn.ittonal eoncern 
IS shifting away Irom inlectious diseases 
Multilateral lundmg<tndcmph.isisappears 
lobe moving towards the so calledchninic 
diseases I his is a sUu.ilion which health 
planners need to take into account in 
planning investments in central and slate 
budgets m the coming years 

F’OI 11 ICS 

Abdication of Responsibility 

I ONO belore Rahri Devi took ovei tor 
seats the |okc .ibout Bih.u was th.it the 
uaie had withered away there That joke 
e in be extended today to the current 
sitiuition in India's e.ipu.il New Delhi In 

III .itmosphcrc ol total chaos and admini- 
sti.iiive collapse, almost all the depart 
mental bosses ot the state apparatus are 
throwing up their hands in utter helpless 
ness publicly declanng their inability to 
carry out the tunclions that arc required 
ol them 

As the crime wave in the capital rises 
unabated - with the daily incidence of 
robberies and murders encroaching now 
into the hitherto protected posh areas ot 
the city - New Delhi's police commis¬ 


sioner V N Singh, at the recent annual 
press conference of his department, ac¬ 
knowledged that the “fear of ’khaki’ 
[meaning his own police toae] has dimin¬ 
ished among criminals" In order to wnggle 
out ot his responsibility to pmtect the 
citizens he advocated ‘community-based 
policing a euphemism toi passing the 
buck to the local residents suggesting that 
they protect themselves Yet the capital 
IS the most policed city in India II has one 
poliecman for 20^ people compared to 
I MO in MuinKii and I 4SX m Calcutta, 
according to Ntitional Crime Rccoids 
Bureau figures I veil with this hum.in 
power, why does the capdal's (xilice 
force tail to protect the eiti/cns* The ex 
planation - conveniently ignoied by the 
Delhi police commissioiu'i is quite 
simply that ot the S4 (KK)-strong Delhi 
police force, a mere 1X000 do notinal 
policing I he rest arc tied up in protecting 
the VIPs 

1 hmgs are no better in the powei sceioi, 
as parts ot the capital remain plunged in 
d.irkness (even in winter when demand 
toi powei IS supposed to be less and 
availabililv liom the ginl moie) The 
government lun Delhi Vuljiit Bo.iiil 
(DVB) otticials have publicly ek'el.iied 
their inability to provide the citi/ens 
aelequate power and waiiied the ni that the 
situation would worsen in the corning 
summer months Here aeam the DVB 
avoids icsponsihililv toi impioving its 
own rotting inlraslruelure anel stopping 
the ramoant Ihctt ol power by a host of 
proteges ol politici.ins(i.inging Irom petty 
entiepreneuis like weklers .ind moioi me 
chanics to slum dwellers who have to pay 
the kx.al mafia bosses loi e Icciricity in 
their hovels) According to the DVB s 
own estimates at k*ast 10 40 per cent of 
Its power supply is diveite'd through 
illegal connections to unauthorised eon 
sumers Instead of lindingwavs to provide 
power to these eonsumers in the noimaf 
course stop m.iria control overpowerdistn- 
bution .ind impiove power supply the DVB 
advises citi/ens to curtail their use ol clcc- 
tiicity - thus again passing the buck 

Fhc .idministrali ve collapse is no longer 
confined to the precincts ol tlie city ot 
New Delhi Por many weeks during ilie 
recent log there, India's domestic and in¬ 
ternational airlines went haywire, unable 
to rest hcdule their flights and putti ng thou¬ 
sands ol their passengers to utineccss.iry 
hardships - only because the New Delhi 
airport did not have the necessary equip¬ 
ment required tor the landing ol aircraft 
in poor visibility conditions Purther. the 
log Itself - the long spell was unpre¬ 
cedented in Delhi is being attnbulcd bv 
environmentalists to the increasing indus.* 
tnal and vehicular pollution in the capital 




F»VTifl«fniP AIIH IVkItfl/ *1 r* - n % W%r 



which had been ignored by the iidminis- Asia is reckoned to be the fastest user of ing one who merely purchases goods in 

iratiun all these years in spite ot warnings plastics, with consumption expected to the 'banned' plastic bags Clearly some 

While in (he ca|)ital the bosses ot the use rapidly Pait ot this growth has been ot the rules are not meant to be put into 

local administration are abdicating their luelledby the availability ot plastic waste, operation The Maharashtra and Himachal 

responsibilities at the national level one exported from the US and other countries I^adesh norms are more practical The 

finds similar expressions ot helplessness Only lecently have countries like China Maharashtra norms which have been pro- 

betrayed by lesponsiblc politicians Even put a ban on the import ot plastic waste, mulgated as a notitication under Section S 

^thc speaker of the Uik Sabha, CMC others in the region have not followed suit of the Environment Proteciion Act 1986, 

^Balayogi has candidly admitted his in Significantly about halt of the plastics are stipulate that all bags thinner than 20 

ability to control the violence in the house used in forms that are quickly discarded microns recycled bags less than 2S 

witnessed duiing the debate on the packaging material, bags, etc Thcpias- microns and those that use dyes are banned, 

women s itseivation bill in the recently tic waste ‘mountain’ is growing at a rate that all other bags must he stamped with 

concludctl winter session Whether it was tisici than the consumption ot plastics, the name ot the manufacturer and whether 

the ex Coiigiess rabble rousei Mainata because much of the material used for they use recycled oi first use material in 

Banerjec (now a BJP ally) or bet oppo long termpurposes suchasindoorframes their manufacture recycling norms set by 

nentslikelhc lolloweisot MulayamSingh etc is now after say about 10 years the Bureau ot Indian Standards should be 

Yadav and I al(«) Prasad Yadav - all of of use being discarded Contrary lopopu adhered to and chemicals used in the 

them wue equallv icsponsible lor the hi notions only a small proportion of the process should be certified products 

umulv sicncs in the 1 ok Sabha Such plastics are recycled Greenpeace inves 1 he Himachal government s notification 
behaviour on the part of these MPs can tigations indicate that what is claimed as under the Himachal Pradesh Non 

bi intcipietcd as a faithful icflection of n cycled material often a requirement in biodegradables Act 199S prohibits retail 

the lumpen nicni ihi> ot the goons who I iw in many European countnes is not ers vendors and manufacturers from dis 

dominau then constituencies and manipu letually recycled I ven more disturbing pensing plastic carry bags These rules 

late voles 111 iheii lavoui The behavioui iic Greenpeace reports on PVC leave many loopholes for instance the 

of these MPs cannot but undeiminc (|iolyvmylchloridc the most extensively easiest way to prevent the manufacture of 

belief in the ilfic lev of the parhamenfar) used plastic) teiys which have set ot) a the very thin cairy bags (of less than 6 

system Should the speakci ie*sponsiblc e impaign leading to toy majois offeiing mienm thickness which art also exported 

loi e)bse iv.inee of parhanientaiy rules and to avoid certain kinds of hazardous ma to other countries) is to ban the manufac 

^eleeoiuni illovv ihe'in to dominite the li mis These' reports indicate that PVC ture of thin plastic film But Uiis would 

1 ok Sibhi hmhlmhting the collapse ol toys leak carcinogenic matcnals which also affect other areas of packaging and 

the pull line ni 11V system parallel to the e an he absoihcd through the mouth or the such new products as cling films tor 

collapse ol the idministiation in tiK. skin Companies like Mattel which is domestic use etc 

capital eitv ’ espandingiiiabigway III Asia have been If the focus ot the government is to 

hull bv this inlormation However it is prevteet the environment and people from 

I NVIRONMI Nl unlikclythatstandardsforolasticstnAsian the haz irds of plasties then clearly the 

. countnes lor instance our own ISf stan first task should be to leview the industry 

Plastics Unwrapped ilards take these envirnnmc'nlal and health for the kind ot pioducts it rnaiiufactuies 

I letorsintoconsidciation Woise loi every the raw material it uses the processes and 

llir loimiilaiion ol inks hv the central M.ittel toy theie must be thousands of machmeiy/cquipment it employs and so 

goveinmeniwithieeudtotheuseofplastic look alikes manufactured by small units on as well as to dotument the uses ol 

bags iml the subsequent idoption h> And if makes economic sense to use plastic matcnals Unless this is done ii is 

some St iti sol the ii commendations ol u cycled plastics Recycling is itself haz likely that the banning ot one product may 

seviial lepoits in the (oim ot imend ardous because it involves the extraction simplvmakclortheprohfer.itionof another 

mentsiothese rules biingintolocuswhal ot additives a large number of which arc more hazardous pioduct Similarly ban 

will piobiblv be clissilied is the most veiv hazardous to those dircctlvm contact ning fiKal manufacture while madvert 

• nsut mount iblc problem ol the centuiy as well as toothers through their disposal ently or otherwise allowing similar pio 

I lie ubiquitous plastic bag mall itstorms ordischargcmtotheenvironment Insum ducts to be imported will not icsolve the 

has seen prolileiatinc uses over the last the ubiquitous plastics arc hazardous at all problem Monitoiing and rendeiing our 

decade oi so especially in the developing li vcis of pniduction and use current plastics world less harmful is not 

countries 1 he Lie k ol .idequate legislation I he central government s attempts to going to be an easy pniblcm nor can it 

and the fact thatthese bags inthcii piMirest put some rein on the usi ol plastics is be tackled successfully by piecemeal 

grades and quality may he manufactured commendable because they mark rccog eftortsorlorthatmaltcratasinglceountry 

clieaply and easily has made tor an abun nition ol the problem hut they are neither level 1 he current interest in controlling 

dance ol them lesulting in a vaiicly of sufficient nor even easily implcmentablc and monitoring the use ot plastic bags 

problems - liom clogged diains to their The lulcs formulated by the central goy- mustprovidcanimpetustoevolvingamore 

ingestion and hazaidous attempts at dis ernment, for instance seek to punish not compiehensivc policy on the use sale and 

posal h> incinciation legislative mea only the maiiutacturcrbutthe user includ manufacture ot all kinds ot plastics 

sines loconlnil then manutaclure and use 
are iheielorc ovciduc However, arc the 
cuirent attempts at the central and date 
levels the best way ol dealing with (he 
problem ’ 

World consumption ol plastics has 
grown to an estimated 100 million tonnes 
per annum, ol which half is in the form 
ol packaging oi othei short-term uses 


Economic and Political Weekly wi\hes readets a very 
happy 1999 On account ol the Christmas and New Year holidays 
the next issue will he that of January 9, 1999 
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Statewise Production of Foodgrains: Trends in the 1990s (Thousand Tonnes) 
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APOLLO TYRES 

Hit by Automobile Slump 

THE flagship company of ihc Apollo 
group of companies, Apollo Tyres, has 
plants located at Peramhra and K(x;hi in 
Kerala, Baroda in Gujarat and Pune m 
Maharashtra. The company manufactures 
tyres in technical collaboration with 
General Tyre, US, which is owned by 
Continental AG. the fourth largest tyre 
manufacturer globally Apollo Tyres has 
captured a 23.2 per cent market share in 
the truck lyre segment and an 18 per cent 
market share in the light commercial 
vehicle tyre segment. The company 
recently took over Premier Tyres and 
Stallion Tyres m order to consolidate its 
market .strength, lollowing which it ex¬ 
pects to capture a 10 per cent market share 
m the radial passenger car lyre segment. 

The continuing slump in the automotive 
sector and economic slow-down, however, 
affected Apollo Tyics sales in 1997-98 
The first half of the year proved to be a 
difficult period lor the company mainly 
due to the lOO-day UKkout, from April 10 
to July 18. at its Perambra plant due to 
labourunrcsi.Thisunitisoneof the largest 
with a capacity ot IIS tonnes per day and 
its closure resulted in a massive produc¬ 
tion lossotaboulRs 1 bOcrorc. The Premier 
Tyres unit in Kerala too had seen a pro¬ 
duction loss of 12 days due to workers' 
unrest which was rc.solved by signing ot 
a three-year settlement. The unrest was 
largely due to opposition to attempts at 
modemi.sation. which would have been a 
failure without the workers' co-o()cration. 

The company is increasing its capacity 
at its BariKla plant to 200 tpd from the 
current level of 160 tpd which will enable 
It to cope up with production lovses at other 
centres. It has now allocated Rs 395 crore 
to be invested during 1998-2000 lor ex¬ 
panding and modernising its capabilities. 
It IS also setting up a Rs 125 crore plant in 
Punjab or Andhra Pradesh with a capacity 
of 100 tpd ot tyres lor the agricultural user 
segment, mainly tractors. This, the com¬ 
pany reasons, will give it a hedge against 
a slow-down in the commercial vehicle 
segment, which is Us mam consumer. It 
IS also considci ing a proposal to start manu- 
faclunng lyres in the Dunlop plant m West 
Bengal on a conversion basis. The com¬ 
pany I.S prc.scntiy considering a proposal 
pul forward by the West Bengal govern¬ 
ment. This proposal and the company's 
other expansion plans in north and west¬ 


ern India arc seen as a precaution against 
the industrial relations problems and the 
strong resistance to change which the com¬ 
pany IS facing in its operations in Kerala. 

Despite the poor performance on the 
sale front, Apollo Tyres performed well 
111 terms of profitability. While operating 
profit improved by 12.3 percent, net profit 
was higher by 12 per cent during the year 
under review. This, despite a non-operat- 
mg loss of Rs 8.5 crore (1996-97: Rs 0.96 
crone), mainly due to provision for rever¬ 
sal of mod vat credits availed for import 
of inputs in the preceding years, and interest 
on loans for acquisition of fixed assets 
capitali.sed earlier now absorbed in the 
profit and loss account to fall in line with 
the Accounting Standard on Fixed 
Assets issued by the Institute of Chartered 
Accountants of India. 

The company’s performance, however, 
continues to suffer. For the first quarter of 
1998-99 the company's turnover declined 
by 41 per cent over the corresponding 
period la.st year. Performance in the second 
quarter al.so .suffered with sales declining 
by about 6 per cent over the corresponding 
period last year. Net profit during the first 
halt ot the current year too declined by 
27.9 per cent over the same period. 

The company's equity share currently 
Hades at around Rs 59.5 on the bourses, 
discounting its 1997-98 earnings by a mere 
4.4 limes. 

The company has finali.scd a deal for 
buying out Nocil’s rubber chemicals divi¬ 
sion for Rs 80 crore. Reportedly, the two 
companies arc currently in the process of 
vetting the draft agreements, fhe Nocil 
arm buyout will be the second biggest 
acquisition by the lyre major, after the 
takeover of Premier Tyres. 

Meanwhile. Onkar S Kanwar. vice- 
chairman and managing director, has rai.sed 
his equity stake in the company to about 
20 per cent from 9 per cent by .subscribing 
to a recent allotment of 30,10,000 partly- 
convertible debentures of Rs 222 each on 
a preferential basis. Part ‘A’ of the 14.5 
per cent debentures, amounting to Rs 92 
each, was converted into an equal number 
ot equity shares of Rs 10 at a premium 
of Rs 82 per share. 

KEC INTERNATIONAL 

High Hopes from Merger 

I'he R P Goenka group company, KEC 
Internationa), performed poorly in 1997-98. 
'fhe company is the laigest player in the 


Held of transmission line projects in Asia 
and is one of the leading players in the 
international market as well. 

However, competitive pressures or 
prices and increase in interest charges took 
their toll on the company's performance 
during the year under review. The com¬ 
pany’s bottomline declined drastically by 
38.1 percent over 1996-97. While net sales 
were marginally higher (up 4.8 per cent), 
operating profitdeclinedby21 percent over 
the same period. Interest charges rose by 
33 per cent. The company claims that per¬ 
formance would have been better but for a 
delay in the finalisation of two high contri¬ 
bution jobs from Indoncsiaand Abu Dhabi. 

The group is now proposing the merger 
of KEC International and RPG Transmis¬ 
sion, another group company. In fact the 
group has already made major changes in 
the lop management of the two firms ahead 
of the merger. However, despite the merger, 
the dome.stic and international businesses 
are to be segregated, in order to focus on 
each segment. While KEC International 
draws a major part of its turnover from 
overseas operations. RPG Enterprises is 
mainly engaged in the domestic market. 

The new entity created after the merger 
of the two group companies will have two 
chief executive directors looking after the 
domestic and international businesses, 
respectively. The ratio of merger has been 
decided at 85 equity shares of KEC Inter¬ 
national for every 100 shares held in RPG 
Enterprises. 'The merged entity is expected 
to have a turnover of over Rs 1.0(X) crore 
and exports of about Rs 650 crore, emerg¬ 
ing as a global company by virtue of the 
quantum ri.se in its .scale of operations. 
KEC Inlcmalionars exposure to inter¬ 
national markets and RPG Transmission’s 
design and 'tower’ testing skills are expec¬ 
ted to improve the merged entity’s com¬ 
petitiveness while reducing costs signifi¬ 
cantly, in addition to taking the imstalfed 
capacity to 1.3 lakh tonnes per annum. 

Meanwhile, the company has been 
awarded four major projects in Syria, 
Saudi Arabia, AImi Dhabi and Indcmesia 
for a total value of Rs 925 crore against 
severe international competition. It also 
secured a project valued at $ 167 million 


Subscription Numbers 

Subscribers are requested to note their 
.Subscription Numbers Mentioned on 
the wrappers and quote these num¬ 
bers when corresponding with the 
circulation department. 
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27894 

.5 Raw materiolji/stores and 
spares consumed 

63743 
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11779 
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9744 
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5440 
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765.3 
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12 Depreciation 

2209 
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.5444 
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3632 
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1318 
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1214 
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2750 

2329 
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2454 

607 

490 

Linbilitics/assets 

18 Paid-up capital 

.3005 

2988 

.3901 

3.526 

1033 
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19 Reserves and .surplus 

24245 

21462 

26597 

25442 

2794 

2213 

20 Long-term loans 

19431 

19950 

31349 

24784 

2029 

1177 

21 Short-term loans 

9966 

9.577 

12866 

7482 
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y 22 Of which bank borrowings 

7166 

7627 

8363 

3287 

1979 

1810 

23 Gross fixed assets 

45957 

45796 

2.3037 

19.329 

3529 

3148 

24 Accumulated depreciation 

L5084 

14765 

6173 

5.307 

1396 

1271 

25 Inventories 

9759 

12965 

6328 

7202 

4883 

4008 

26 Total osscts/iiabilities 

796f!5 

72473 

116846 

92728 

12036 

10430 

Miscellaneous items 

27 Excise duty 

29280 

32399 

940 

1119 

1029 

1042 

28 Gross \alue added 

20708 

19132 

13842 

13821 

2464 

2487 

29 Total foreign exchange income 

NA 

4 

38943 

40535 

72 

89 

30 Total foreign exchange outgo 

16517 

I.M83 

33608 

27845 

11083 

14822 

Key nnoiicial and performance ratios 

31 Turnover ratio 

(sales to total as.sets) (%) 

.1.34.70 

1.50.36 

58.68 

70.53 

232.94 

264.98 

32 Sates to total net assets (%) 

189.31 

201 88 

91.78 

106.81 

355.57 

443.40 

33 Groiis value added to 

gross fixed assets (%) 

45.06 

41 78 

60.09 

71.50 

69.82 

79.00 

.34 Return on investment 

(grass profit to total assets) (%) 

9.61 

8..54 

3.17 

6.67 

11.47. 

12.55 

35 Gross profit to sales 

(gross margin) (%) 

7.14 

5.68 

5.40 

9.46 

4.93 

4.74 

.16 Operating profit to soles (%) 

13.90 

12.19 

11.95 

1.5.85 

6.82 

7.14 

37 Profit before tax to sales (%) 

5.08 

3.85 

.3.87 

7.16 

4,55 

4..39 

38 Tax provision to 

profit before tax (%) 

25.28 

13..38 

10.17 

17.73 

34.51 

44..55 

39 Profit after tax to net worth 

(return on equity) {%) 

14.93 

14.85. 

7.82 

1.3.31 

21.82 

20.70 

40 Dividend (%) 

4000 

40.00 

32.00 

.38.00 

20.00 

16.00 

41 Earning per share (Rs) 

13.54 

12.16 

7.17 

11 ..59 

8.08 

6.51 

42 Book value per share (Rs) 

87.95 

78.78 

87.42 

83.90 

32.90 

27.03 

43 PfB ratio 

4.40 

NA 

3.63 

NA 

S.8I 

NA 

44 Debt-equity ratio 

(adjusted fbr revaluation) (%) 

73.52 

84.76 

105.73 

88.18 

.59.69 

42.16 

45 Shoit-iwro bank botrowings 

to inventories (%) 

73.43 

.58.83 

132.16 

45.64 

40.53 

45.16 

46 Sundry creditors to 

siuidiy debtors (%) 

83.29 

1.32.43 

38.40 

26.63 

91.90 

97.06 

47 Total remuneration to employees 

to value added 

34.05 

31.63 

43.99 

37.25 

25.53 

25.49 

48 Total remuneration to emidoyees 

to value production (%) 

6j64 

5.54 

8.91 

7.81 

2.24 

2.29 

s49 Gross fixed assets fonmation (58) 

oas 

NA 

19.18 

29.94 

12.10 

7.48 

^ Growth in biveniories (%) -24.73 

, NA 

-12.14 

15.21 

21.83 

52.80 


NA: me«M nil ivililalltie. 


froib the' MiifiQrt Mdesh, Electricity 

BocrL 

KEC iMematkmal's stock is presently 
quoted at aiound Rs 26 cm the bourses, dts< 
countirigits 1997-98earnings by 3.6thnet. 

rvp 

Sales Recover 

IVP is engaged in diverse fields including 
vanaspati and vegetable oils, foundiy 
chemicals, industrial ceramics, spark plugs 
and silicon-based products. Formerly 
known as Indian Vegetabte Pnxhicts, this 
6g-yearrold company has maintained a 
low profile despite being a leader in many 
of its products. Eariier a part of the Tata 
group of companies, it was acquired in 
1983 by the Allanas, triiich has a presence 
in edible oils, meat, fish, food processing, 
leather tanning, cold storage and freezing 
plants, exports of agricultural products, 
chemicals, etc. 

Underthe mana^mentof the new group, 
IVP’s tumovCT shot ifp from Rs 28 crore 
toRs280crorein 1997-98. overa 15-year 
period. The company presently has a, 
capacity to manufacture 30,000tonnes per 
annum (ipa) of vanaspati, 40,000 jpa of 
vegetable oils, 21,900 tpa of ibundry 
chemicals, and 1,500 tpa of plasticisers, 
besides otlwr products. 

While vanaspati is the largest contribu¬ 
tor to the company’s turnover, accounting 
for 42.5 per cent of ^les, foundry chemi¬ 
cals comes a clo^ second bringing in 
another 36.4 per cent, followed by v^- 
etable oils (7.8 per cent). 

For the year 1997-98, the recession and 
lower prevailing commodity prices seem 
to have put pressure on the company’s 
margins. While net sales were almost 
’stagnant, the company’s operating profit 
declined by 3 per cent over the previous 
year. While sale of vanaspati declined by 
I i.2 per ceiU in terms of volume, that of 
foundry chemicals was lower by 10.2 per 
cent over the same period. 

A17 percent fail in interest charges and 
an 18.5 per cent decline in tax provision 
helped the company post a higher bottom- 
line. Consequently, net profit was higher 
by 24.3 per cent over the same po^ ’ 
For the first three months of 1998-99, 
the company has considoably improved 
its performance. While net sales more than 
doubled over the corresponding period 
last year (up 113 per cent), net profit 
improved by 51 percent during the same 
period. 

Prewntly tnded at Rs47 on the bourses, ^ 
the company’s slock enjoys a discounting * 
of 5.8 on its 1997-98 earnings. 



COMMENTARY 


Finance Commission: A Quinquennial 
Ritual? 

Madhav C>odhole 


llw impluiM^ in rht leioinnuiulatioii'. of the Fle\enth Finante 
(. nnuniwion must not leimiin (on/nuil to mete transfer of resources 
from tin (<ntt< to the states/panchosots/munuipahties Its focus must 
he on /i/oniotint; sound finaiu nil nianai’enient hy the local bodies the 
states jiiil the centre Otherssise its endeavour still he vet another 
qinnqncnnial ritual ordained hv the ( onstitution 


B\ iIsokIci datLiiJul\ ^ IWS thcLcnlial 
g(iM.inni(.iit (ppoiiilcd (he Ikvtiidi 
ITinanie ( oinmission (FhC ) with a rc 
quest t(' mike leeumme'iidituins on the 
tnllowinj nutteis 

(a) (hi disliihution hetwi e ii the union and 
the slates ol (lie net pioeeeds ol taxe's 
evhieh lie to be or mav be’ divided bo 
tweeii them undei ( hapti i I ol Part XII 
ol (he ( onsiitiiiion met the ilioeation 
between the stati sol (ho lospeetive share's 
ol sileh pioeteds 

(b) (he pi me iple s w'lleh should liovern the' 
ai lilts in lid ol the' leveiiues ol the slates 
out ol the eonsolidated liiiid ol India and 
the sums to be paid to the states whieh 
aie in need ol assistanee* by way ol gi mts 
in aid ol ihur avenues under Aitiele 27*1 
ol the C onstitution loi pui poses other than 
those speeilied in the piovisos to elauso 
(I) ol 111 It irtiele 

(e) the me isuies needed to augment the 
eonsolidated lundot i stale to supplement 
the rcsouiees ol the panehayats m the stale 
on the b isis ol the ree ommendations made 
bv the stile Iminee eommission (SFC) 
iiul 

(d) the measuies needed to augment the 
eonsolid ited lund ol a state to supplement 
the nsouiees ol the munieipalitie's m the 
stale on the basis ol ihc leeommendalions 
made bv the SIC 

I he eommission has been asked to 
leview the stite ot the linanees ol the 
union ind the si lies and to suggest ways 
and me ins bv whieh the gove'inments 
eolleetively indseveially inaybnngaNuit 
a reslnieluiing ol the publie linanees so 
as to restoie hudeetary halanee and main 
tain maero eeonomie stability 

III makiiie its rceommendaiions the 
eiHiimissionisioh ive legatd among other 
eonsideialioiis to (he rcsourees ol the 
ecntial artel state governments and de 
mands iheu’oit maiiitenanec and upke'ep 


ol eapilal assets upgradation ot standards 
III non developmental and soeial scetots 
and scrviees need lor ensunng reasonable 
II nuns on investments by the states in 
IIligation and power pro|ee(s state trans 
poll undcitakings departmentaleommci 
eial undci takings and public sector enler- 
piises emoluments and terminal bcnelits 
ot government employees me luding teach 
eis ind othei employees ol aided institu 
lions and scope toi hi ttei tiseal manage 
me lit 

III the ease ot local bixlies the commis 
Sion IS to take into account the recommend 
itioiis ol the SH s and wheie SI Cs have 
not been constituted as yet or have not 
siihniitted their reports the commission is 
to make its own assessment about the 
iiiaiiner and extent ol augmentation ol the 
consolidated lund ol the state to supple 
meiit the a'souiees ot the panehayats and 
munieipalities in the state 

1 lieoihertermsot rclercnee (TOR) relate 
to the debt position ol Ihc states calamity 
ii lie'l lund additional duties ot excise in 
he'll ol sales lax levied tormcily by the 
slate governments and the grants to be 
made available to the states in lieu ol the 
IIX under the repealed Railway Passenger 
laiesraxAet 19S7 

As III the past the commission has been 
isked to adopt the population ligures ol 
1071 The commission has to submit its 
I poll by December Tl 1099 covering 
1 peiiod ol live years commencing on 
\piil I 20(X) 

At the outset It IS necessary to invite 
ilte ntion to a lew matters pertaining to the 
Older constituting (hr commission It is 
olien said that the eighth oi the ninth Five* 
^ eai Plans and like the eighth nr the ninth 
versions ol Ihc First Five Year Plan The 
s line can he largely said about the order 
setting up the EFC Except on a few pennts 
v'hieh arc discussed in the tollowing 


paragraphs, it largely reads like the order, 
which set up the previous finance com¬ 
missions It does not take note ol eco¬ 
nomic reforms initiated in 1991 at the 
centre, howsoever hall hearted and halt¬ 
ing they may have been the need tor anc 
urgency ot undertaking lung overdue 
reforms at the state level ma|or impera¬ 
tives thcreot such as downst/mg ot the 
goveniment and so on The eombinec 
fiscal dctic 1 1 ot the centre states and central 
public sector undertakings Ifas remained 
at about 10 per cent ot the GDP The 
combined subsidies oi the centre and the 
states account lor 15 per cent ot the GDP 
There are a whole range ot issues pertain 
mg to the finances ot the centre and (he 
states on whic h the economic letorms have 
talleredor even worse have not taken oft 
at all The whole older setting up the LI C 
gives an impression as it iheie has been 
no ina)ot change in the economic philoso 
phv in the countiy in the IWOs 
A number ol issues arise in respect ol 
the TOR It IS seen that the EFC is asked 
to look into the lesource iiqiuremcnts ol 
local self government institutions in the 
rural and urban sectors Where SFCs have 
not been constituted oi have not yet sub 
muted their repoits the I FC has been 
asked to make its own assessment ol the 
requirements ot such institution and the 
need tor augmentation ot (he state con 
solidatcd lunds Scvcial questions aiise 
tor consideiation in this bchalt First it 
IS seen that some state governments have 
received repoits ol then SFCs but have 
not taken decisions on their recommen¬ 
dations though several months have 
elapsed since the submission ol the le 
ports These cases have not been taken* 
note ot in the order Second (he direction 
to the commission as above goes much 
beyond the scope ol Articles 280 (3) (bb) 
and (c) ot the Constitution which contem 
plate Ihc tinance commission making 
recommendations on the basis ol Ihc 
recommendations ol the SFCs Tlie Con¬ 
stitution does not expect the tinance 
commission to work as a finance commis¬ 
sion of a state Such a direction can also 
not be said to be covered bv the provision 
ol Article 280 (d) which talks about ‘ .uiy 
other matter rcterred to the commission 
by the president in the inteiat of sound 
finance" (emphasis added) Third, look¬ 
ing to (he tune taken by the SFCs in some 
states in finalising (heir reports, the 
ot as,sessing (he requirements of local 
bodies and finding additional resoutces 


tor tlie linjitKisft m going to be Ituge and 
time-consuming it is doubtful it the EFT 
(.^n do .ulequalc (usticc to the subject 
within the limited time at its disposal It 
IS well established that a commission set 
up undei the piovisions of the Constitu 
tion IS not bound by any directions given 
to It which arc not in kt'eping with the 
leitei oi ihc spiiit ol the ronsiitutioii In 
this light the EbC will have to decide how 
to pnKced III a'spect ol the stales which 
have iioi set u|) the SF('s or where the 
SK s hace not submitted then lepoils 
I he liiiK given lo thi bbC is loo short 
llicie IS no reason why the commission 
could not have been set up carliei The 
tail III It the luw commission s recom 
nicndaiions would ho icquired belorc the 
cnil <'l ilu VI ir I2(XK) was known to 
the ministiv ol linancc lioni Ihc time the 
re|ioil ol Ihc pn viouscommissionbecame 
IV iilabh il not I. ven eailu'i The delay 
in selling up ihc commission is ihercloic 
incxcusibic Kathei than iiishing through 
the upon iinl making inadequate justice 
to Ihc I isk on hand it would he advisable 
loi the eoniniission to submit an inUiini 
lepoit lot Ihc tiisi veai (2(XM) 2(X)i) and 
uive Its liii il ie|H)ii hclote Ihe end ol that 
\e II I Ins impending ( onsliiultoiutl ini 
piopiiety could have been avoided by 
selling up the commission cailiei 
I hi woidine ol el luse (b) ol iIk TOR 
ihough hisid on Ilu winding ol ihe 
( onsiitulion le ives i great dc il lo be 
dcsiiiil nulls iilassu example ol lypicil 
blue luei iiese II could h ivc been liamcd 
in I sunplii language which could have 
been mole i isily undcistandable to the 
less mill lied m this dry and dull licid' 
(Jiu ol the laeiors lo be borne in mind 
bv Ihe eoiniiiission peilains lo the emolu 
mciits ol eovcinment omployi'cs and 
oihcis The relevant clause reads as 
lollows The coininisston shall have 
rcgaid aniongoilui consideiaiions losiich 
piovisions loi emoluments and terminal 
benelitsol goveinmcnt employees includ 
ing teae he rs and othc r employc'es ol aided 
instiliilionsui i>htoinin(’oiia s/Htifudduu 
ti\ the iomiiiiwion deim\ it pi opei and 
wilhnUiemt to appi opt uift (nit i ui lathi r 
ihun III mills of at tiud iiu itau s /hat nun 
lw\( Ihih c'fK/i ijfttt to" (Para (vii) 
ol the Older emphasis .uided ) ritisdireC' 
iioncaiibc lauilcdonanumbci ol gnmnds 
First the date' lioin which pay and other 
cmotuini ms Itecomc due lor revision arc 
decided by agreement betwam the asso¬ 
ciations ol stale govcinntcitl employees 
and the state governments and canifpr be 
decKicd on an ajbitrury basis unitormly 
loir <dl stale's by the Hat ol the Itnance 


cotnfyiixsi<i«i Second, iftefiFTaiTogating 
to Itself the task of setting 'appropriate 
critena for all stales without taking into 
account the manner in which pay and 
other emoluments have been revised in the 
past will be arbitrary and will be counter¬ 
productive This will go against a number 
ol stales who have given the central pay 
scales and allowances to their employees 

II the EFC lays down some other entena 

I his will lead to a great deal of resentment 
imong the state government employees 
and injustice to the slates Third this whole 
cxeicise may mean conve'iiing EFC into 
a pay commission foi Ihc state govern 
menl employees' Fourth this will land the 
i t r in a complex field ol laying down 

III incomes and wages policy tor the 
goveinmcnt sector a task lor which u is 

II amt qualified Peihaps, the only situa 
lion in which this direction may be re 
Il vani IS when a slate government pays 

10 Us e'lnployecs pay and/or allowances at 
I lies higher than the central pay scales and 
illowances vimullaneously making out a 
case loi larger devolution ol resources 
I om the ccniic The direction to the 
iDinmtssion as above thcielore needs lo 
hi icvKwed 

1 he oidcrhavcopicd in a routine manner 
Die directions given to the previous com 
imsMons (o adopt tlu' population figures 
1)1 l')7l in all cases where population is 

11 gaidcd as a laclor tor delcrminalion ul 
ill V oiulion of I ixes and duties and grams 
111 aid Adoption ot 1971 population tig 
(lies mas be a salulaiy principle but it has 
1 11 Ic'd lo scive Its putposc In lact one 

V uuld have expected the central govern 
nictu to do an evaluation of Ihe past 
cxpciience ot adheimg to this guideline 
loi over two decades now before icpcat 
iiig It lor Ihe EIC This is p.iniculaily 
important since even the pailiamciit.iry 
ind legislativeconslituencies ait expected 
loheicdemaicaledatlci 2000 It is deeply 
liisappuintmg that lor want ol political 
siippoil and crcalton ol a proper social 
citmalc the cause ot population contain 
mciit has languished particularly in the 

ow hell ol the country or in the 
PIMARU states ol Bihar Madhya Pradesh 
Raiasthan and Uttar Pradesh II is by now 

V ell recognised that it is only by taster 
economic development and larger stress 
on ensunng basic amenities lo the ptxir 
that a dent can he made on the population 
piobicm Against this background con¬ 
tinued insistence on adopting the 1971 
population figures for devolution ol funds 
to the states m the 21 st century is difltcult 
to understand and needs to be reconsid- 
eied The EFC should take into account 


latest avfU^le po^puHatcm cmsus figures 
Yet another Item which has been repeat¬ 
edly posed to the finance commissions 
pertains to the manner in which mainte¬ 
nance and upkeep of capital assets can be 
ensured If the past experience is any guide, 
wc have reached a dead-end on this point 
No amount of exhortations have helped 
in persuading ihe slates to make adequate 
provisions for maintenance ot assets Even 
the forecasts of maintenance expenditures 
submitted by the slate governments lo the 
Itnance commissions in the past have 
proved to be gross exaggerations - As a 
result capital assets - irrigation systems 
reads buildings - have detenorated rap 
idly As discussed hcicaltcr it is time the 
whole question ol caicgonsation oi ex¬ 
penditure as plan and non plan is consid 
ered afresh 

The EFC has also been asked to have 
regard among other considerations lo 
the requirctncni of the states toi meeting 
Ihe plan and non plan revenue cxpcndi 
lure keeping in view Ihe nei'd toi gen 
crating surplus lot capital invc ament and 
leducing fiscal deficit fhe excessive 
prc'occupation ol all states lo do window 
diessing to show artificially high plan 
expenditure has led lo cut backs in viial 
nun plan expenditure on siKial sectors 
such as education pnmaryhcvlth veten 
narv dispensaiics clem drinking water 
supply and so on As a result llien.* are 
schools without Icaclicis uid even basic 
leaching aids piimary hcailh ccntics and 
vclennary dispensaries without any sup 
ply ol medicines civil hospitals which 
lack even b isic amenities and so on This 
IS because ail this expendiluieon schemes 
completed m the picvious plans is treated 
as non plan expenditure which is ot low 
piionty as compared to plan expcndiluic 
By comparison the cxpciidiluic on staff, 
even in the non plan category is inelastic 
and inllexible and cannot be reduced unless 
conscious steps aic taken lor the puipose 
This has made a miKkciy ol the whole 
process ol planning 
Against thisbiickgreund onewouldhave 
expected Iheccmrai govi i nnieni to ask the 
LFr to examine whether Ihe present dis¬ 
tinction between plan and non plan ex¬ 
penditure which isat the Kxstof this malaise 
should not be substituted by something 
mure sensible such as its division on the 
basis ot productive and unproductive 
expenditure This would help focus atten¬ 
tion on something more basic and tuiida- 
menlai which bps escaped scrutiny so far 
Analysing public expenditures on the basis 
of plan and non-plan expenditures needs 
to he discarded as early as povsibie 
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As in the ciis^jOr fltifkncA’ cohimiK- 
stons. the EFT too has rightly been asked 
to tnalcc torecast of revenues and expen¬ 
ditures ot the slates and the centre for the 
five-year period of the award of the com¬ 
mission This IS as it should he. But. again, 
past experience shows that such forecasts 
have hecome meaningless and irrelevant. 
The slates tend to underestimate the icv- 
ciiue .md inflate the expenditures in their 
forecasts while the finance commissions 
do quite the opposite Thus neither is any 
real guide lo the events which arc to unfold 
and aie not of any use m making any 
realism poluy locommendalions A 
iigourous analysis of the past experience 
m this behalf should help the commi.ssion 
and the people at large to make an a.s.sc.s.s- 
ment ol the tiedihihly ot the centre and 
the states as also the finance commission 
Itself This will also introduce the much 
needed caution in making.leconimenda- 
tioiis loi the luture 
Theic IS loo much preoccupation with 
levcnue - whcthei ol the centre or the 
stales - as conipaied lo the expenditure 
ot these entities In tact, none ot the pa.si 
finance c oniiiiissions has analysed expen¬ 
ditures closely As a part ol any such 
exercise it is necvssaiy lo lake a look at 
the ptimaiv functions ol the state and 
cential goceinment The devolution ot 
funds should he only with relation to these 
functions It the centre or the states want 
lo ha\e the liixuty of lunning airlines and 
piodiicmg biead. they should he asked lo 
Imd their own lesoiirces loi ihe purpose 
The entile question ol the si/c ol Ihe 
goveinmeni anil down-loading its respon¬ 
sibilities to outside agencies such as the 
privatesi-eioi co opeiaiives.non-goscrn- 
mental oigaiiisaiions and so on needs to 
be .sei loiisic e vploiecf. .Sonic may consider 
It a heiesc hut no expenditure nevd be* 
treated .is sacrosanct. The questions is 
whether we aie picpaied lo raise such 
basic issues w hen we are on the cliKir-.siep 
ol the 21 St eeiilui y 
One such c|uestion is why Ihe centre 
should have Ihe ohlig<iiion to make goixl 
the resource gap m lespcct ot any stale 
;»nce the ulloeation of rc.sourccs i.s done 
equitably and rationally based on certain 
well-conceived cntcria ’This will stop the 
'inicliceol manipulating figures for being 
-Vcognisc-cl as a back ward state or a special 
-•ategois stale Tins will foivc each state to 
stand on its leei and be answerable to its 
Kxiplc lot the way it manages its linanue.s,. 

TIk’ ellicacy ol govcinmcnt expendi- 
.ure.s needs to he c losely scrutinised. The 
;ost of providing .services mu.si become 


a riorm'in siidh an 

til look at expenditures normativeiy wgk 
made by the Ninth Finance Commission 
hut it did not go far emnigh. Neither was 
this exercise carried forward by the Tendi 
Finance Coinmi.s.sion by refining the 
concepts. 

One way to look at the whole issue is 
to merely lake a legalistic position and to 
s ly that, under tla; scheme ot Ihe Con- 
siiiulion. the states are entitled to a certain 
share in the revenues of the centre and 
iherelorc they must get it without any 
questions being asked. The centre too has 
i.iki'n a position sxr far that its expenditures 
arc ‘given' and do ncA lend themselves to 
any scrutiny. The EFC. for example, has 
been a.skcd to give due regard lo. “Ihe 
ii'sourccs of the central government and 
the dentiuids thereon, in particular, on 
accxruni ol expenditure on civil admini.s> 
■ration, defence and border security, debt- 
servicing and other committed cxpcndi- 
liirc or liabilities’'. The number of ‘holy 
cows' seems to he going up. It will be 
foolhardy lo assume chat none of these is 
anienuhle to cln.se scrutiny. The cavalier 
manner in which decisions were taken by 
Ihe centre on the report ot the fifth pay 
commission, hy completely disregarding 
all lecommendalions which had any hear¬ 
ing on increasing the pniductivity and 
clficiency ot staff and reducing ifs huge 
overload m a definite limcirame. shows 
ihat these issues need to be forced liuough 
someotlierroastitiiiional mechanism such 
.IS the finance commission. However, the 
centre has been averse lo closer scrutiny 
ol Its expenditures by the tinancc commis¬ 
sion. Neither have the commissions made 
.my such senous cllort. This too has cre- 
.iled an impression that the stales are the 
children ot Ic.sscr gtxls. This feeling has 
got strengthened over tlie years. It is 
imperative that the EFC makes a serious 
I'l lort lo erase this imprc.s,sion It ought to 
be us vigilant, strict and i>bjectrve while 
liKiking at Ihe central sector issues as it 
v/oiild like to he in the case of the statc.s. 

Ii IS interesting to sec that the EFC has 
been asked lo have due regard, among 
other considcratioas. to, "the need for 
ensuring reasonable returns on investments 
hy the \iates in irrigation projects, power 
protects, .state transport undertakings, 
departmental commercial undertakings, 
public .sector undertakings, etc'' (empha¬ 
sis added). The EFT has not been asked 
to look into matters pertaining to similar 
central investments, central public sector 
imdcrtaking.s. and .so on. This once again 
s-hows the partisan manner of dealing with 


.states. 

It is time some other basic issues too 
received attention in the detiberation.s of 
the EFC. These relate to putting a statuuiry 
limit on the borrowing of the centre and 
the .states, and laying down a stsdutory 
coiling on the default guiu-antces to be 
extended by the centre and the states. The 
centre giving guarantees for the huge fast- 
track (what a mi.snomer!) power projects 
showed how irresponsible the political 
decision-making process can he. The 
runaway market borrowings by the centre 
as also some slates have to he^cincd in 
statutorily. The guarantees given hy the 
.stales and defaults hy a number ot slates 
in fulfilling their obligations under Ihe 
guarantees have become matters of seri¬ 
ous concern. These issues which have a 
direct bearing on the financial well-being 
of the centre as atso the slates cannot be 
overlooked any longer It will he recalled 
that while the states were put in the strait- 
jacket of financial discipline in respect ol 
then overdrafts, similardi.sciptine was not 
made applicidilc to the centre. It will he 
difficult to ask the slates to take stops to 
put a statutory ceiling on Ihcir borrowings 
and guarantees if the cenla* is not prcpaicd 
to abide by the .same discipline Ths- EFC 
should examine these issues in depth to 
prepare a climate lor very early decisions 
in this behalf. 

While central lax revenues are shared 
between the centre and the states, the 
revenue from service taxes continues to 
be retained by the centre This source of 
revenues has been expanding rapidly in 
recent years. With the rapid expansion of 
the .service sector, this will he a major.source 
of revenue mobilisation in the future. It 
is nccciisary lo appreciate that infrastme- 
turc for the growth ot the service sector 
IS largely provided hy the slates It is only 
proper that the revenues trom .service taxes 
t(H> are shared between the centre and the 
.states. It is hoped the EFC will go into 
the pn>.s and cons of the issues and make 
suilidiic recommendations on the subject. 

The question of levy ot consignment tax 
has evaded solution .so far in spite of the 
scries of meetings ot the state finance 
ministers and chief inini.sfers convened by 
the centre. It has been difficult to reconcile 
the interests of states pnxlucing and ex¬ 
porting goods to other stales and (he 
backward states which are mainly the 
impoiiersor.such goods. Several formulae 
for distribution of the revenues fitiim 
consignment tax have been worked out in 
the past but have not met with the approval 
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of ail contending parties. Lrxdcing to tlie 
large revenue potential of consignment 
tax. it I.N neccs.sary that EFC comes out 
with an appnrpnaie recommendation on 
the subject, 

Several mattcis pertaining to the sales 
tax and local taxes Un) have been languish¬ 
ing lor want ol action by the slates. The.se 
include iinplcmeiiung and thereafter ad¬ 
hering to the ceiling and fltwr ratesot sales 
tax agreed to in the regional conicrences 
of slate imance mini.sters, doing away 
with the sales tax incentives tor attracting 
investment in the stales due to the unholy 
coinpelition between the .states. intrtxJuc- 
lion of value addeil lax in lieu of sales lax, 
taking steps lor ciealion of unilicd mar¬ 
kets acioss states and local boundaries, 
and so on 

bmancial proHigacy has hcaimc a hall¬ 
mark ol almost all stales over the years 
It IS unlortiinaie that tltc slates which 
managed their Itnances well weie not 
icwaided in .iny sigmlKant manner, ex- 
i epi .11 the margin, by .suceevsive finance 
commissions It is lime the EFC adopts 
the quality ol linancial management as 
one ol the prime ciiteiioii for hon/ontal 
disiribuiioii ol lesources. along with popu¬ 
lation. poverty and so on It should not 
be dilfic till to arrive at interstate compari¬ 
sons based on a composite index derived 
liom peiloiiiiancc indicators such as 
meoling the agrc'cd laigels tor additional 
icsouicc niobilisalion, etiorts to ivduce 
and letiKUs subsidies, pnvalisation/clo- 
sure/restiuctuiiiig ol public sector undei- 
takings, incieasc in cost recovery in 
important aie.Ls such as irngalion. power, 
drinking waiei supply, adequate pmvision- 
ing ol maintenance expenditure, reduc¬ 
tion in llie number ol employce.s. adoption 
of /ein-ba.sed budgeting or similar other 
methods toi diverting expenditures from 
unpniduciivc/less productive to more 
productive areas, cuts impixsed on the 
annual plan expenditure, number of limes 
recourse was taken to overdralt and so un 
The quc.sli«m ol democratic decentrali¬ 
sation should not remain confined to 
translernng powers, tunettoas and funds 
from the slates to the local self-govemii% 
institutions. This is likely to 1)e inter¬ 
preted as a part nl the .strategy to reduce 
the importiutce of slates and to weaken 
ihcmi m-ri-m the c'entrc. An important 
ingredient of this process ought to lelalc 
to the leduclion in the rote of the centre 
and transfer of functions, powers and 
tcspniLsihihiies Irom thecentretolhe suies. 
UnfortunMcly, there is hardly ever mty 
di.scussion rat these aspects irf the larger 


(drjcctive of democratic decentreiisation. 
Should be government of India have huge 
and unwieldy ministries pertaining to 
subfects clearly falling in the stale sphere? 
Ihc question of abolition of the central 
sector and centrally-sponsored schemes 
and transfer ol funds to the states has been 
under discassion for over a decade but has 
not been resolved, primarily due to the 
icsistance ol the central ministries. 

Serious thought needs to be given to 
v'liether funds should be tran.sferred di- 
icclly from the centre to the local bodies 
ihnrugh the mcchani.sm of the finance 
commission It needs to be examined in 
depth whether this is permitted at all by 
Article 280 of the Constitution, even after 
73rd and 74th amendments. One would 
have normally expected the .stales to object 
to this stratagem of bypassing (he 
slates. But the .stales do not seem to have 
ii'alised the lull implications ot this step 
so far. it IS hoped this issue will figure 
prominently in the .submissioasoi the .states 
Id Ihc EFC 

Yet another matter ol serious concern 
pertains to Ihc audit ot funds at the dis¬ 
posal ol tlie panchayats and municipali- 
nes TIte Iwal sell-audit wings are too 
weak and arc clearly not equipped to handle 
the tasks ol audit of the large funds which 
aie now being increasingly placed at the 
disposal ol these bodies. The audit suit 
IS often not qualified, tiainc'd or equipped 
to do justice to the tasks on hand. The 
otficers and .subordinate .staff often get 
easily inlluenced by the local politicians 
and olficc-bearcs ol these bodie.v Unfor¬ 
tunately. no .serious thought has been 
given to the strengthening of the local 
lund audit in the .state.s. The question ol 
entrusting the audit of the.se bodies to the 
C'oinpiroller and Auditor General needs 
to he .seriously examined and pursued 
vigtirously. 

The basic objective nf promising effi¬ 
cacy and productivity of .state grwemment 
expenditures and improving tne quality of 
iisfinancial management shouldbe equally 
telcvani in respect of local self-govern¬ 
ment institutions. This must form an in¬ 
trinsic pan of any scheme frar devolution 
of resources to these local bodies, if such 
a direct link is to he established at all 
between the centre and the panchayats/ 
municipalittes. 

Special category stales are entitled to 
receive central assistance in the form of 
90 per cent grant and 10 per cent loan, 
looking to the rmuiner in which these 
funds are used by most of these states, a 
lime has come to re-examine whether the 


centnii hinds shouldbe madeavtiililtle to 
these .states on such liberal leims. There 
has been no perceptible ehimt on the part 
of tlK.se .states to rai.se internal resources. 
Their dependence on the centre has been 
increasing progressively. Some thought 
needs to be given to bring home to these 
.states the value and opportunity cost of 
money and to make them realise how 
dilTicult it IS to raise resources. 

Even if it is accepted that the states are 
entitled to a share in the central taxes as 
a matter of right, at least in respect of 
grants-in-aid to be given to the state.s, the 
EFC should seriously explore the possi¬ 
bility of attaching .suitable conditionalities 
in the interest of ctficiency, productivity 
and .sound linancial management. 

Finally, a reference mast be made to the 
increasing regional dispantiesbctwcen the 
.stales. The onset ot economic reforms has 
.seen laiger domestic and foreign private 
investment flowing to the better-off .states. 
With the abolition of industrial licensing, 
preference can no longer he given to the 
location ol industrial projects in the back¬ 
ward .states. In some cases, the central 
government had taken .steps to set up large 
public sector projects in these states. With 
the Withdrawal ol the centre from direct 
investment in industrial ventures, the 
problem ot regional disparities has be¬ 
come more acute. This is not to argue for 
the reversal ol the policies for economic 
reforms initiated since 1991. But it will 
be wrong not to lake notice of the long¬ 
term implications ot these increasing 
duspanlies. Conscious efforts will need to 
be made locompensate the backward states 
by way of higher share in the central 
devolution to enable them to step up their 
investments in the physical and social 
infrastructure. 

Thc.se are only a few ol the issues with 
which ihc EFC will have to grapple with 
in Its dcliberalioas. The einpha.sis in the 
recomroendaiioas of the EFC must not 
remain confined to mere uanstcr ot re¬ 
sources from the centre to the states/ 
panchayats/municipalities. Its focus must 
be on promoting sound financial manage¬ 
ment by tiw local bodies, slates and the 
centre. There must be in-built arrange¬ 
ments for rewarding those who do well 
and penalising those who become a drag 
on the system. In this task, the EFC will 
recpiiredl support from those whobelieve 
in co-operative federaltan which draws 
the best in the local bodie.s the .states and 
thecenire. Otherwise, ilwillbeyetanother 
quinquennial ritual ordained by the 
Constitution. 





KARNATAKA 

Peasant Protest against Diversion of 
Water Resources 

MuzafTar A.vsadi 

While there i.\ increasing evidence of peasants actively protesting 
against such issues as the diversion of water resources, they have not 
been able to effectively organise to protect themselves against police 
atrocities. A case in point is the polii e attack on the peasant 
mobilisation in Bugur-Naville in Hassan district against the 
construction of a water tunnel meant to divert water away from 
the area. 


OF late peuNunts m (Jilt'ea'nt parts ol 
Karnataka are assorting their identity as 
a class both at the level of civil society 
and the state as niainlest in the ongoing 
struggles III dittercnt parts of north 
Karnataka. Bangalore, and m Sira in 
Tunikur. They aie raising such issues as 
electricity chaigcs, debts, slump in 
agncultuial prices, (amines, and the suicide 
ol tarmeis They aie increasingly chal¬ 
lenging the stale's altitude towards the 
issues ot development, ol deprivation, ol 
human rights violation and ol international 
capitalism. 

Bagur-Naville in Channarayapatna. 
Hassan district - the constituency ot the 
former prime minister - became well- 
known in 197‘> when the Karnataka govem- 
nK'iit initiated a piogrammcol constructing 
a 10 km long tunnel, connecting these two 
‘hoblis*. to supply water to Tumkur. a 
neighbouring district. When the people of 
Tumkur city demanded water, the state did 
not unleash a leign ol terror; hut quite the 
opposite was the treatment meted out to 
peasants of Bugur-Naville. This tunnel is 
the second longest in Asia. Though the 
construction began in 1979. it look almost 
1.5 years to complete. The tunnel con¬ 
structed 2(K) It below the surface, or ground 
level, with a diameter ot 3^ It, it had 
visible ctlects on the rural economy; water 
levels in the surrounding areas began to 
go down with the water seepage: the large 
tracts of land got converted into dry lands, 
wells running dry and the plantation 
economy, mainly coconut plantation, 
becoming uneconomical. The state has 
neither pnrvided the compeihsation nor 
any alternate scheme to sustaining water 
levels or helped the peasants to extend the 
lift irrigation taci lity. More than 40 villages, 
stretching between Bagur-Naville were 
afl'ected by the tunnel. 

The ongoing peasant struggle revolves 
around the technical report which was 


submitted by an expert group constituted 
by the state, alter a prolonged struggle by 
the peasants in Bagur-Naville area. This 
report is important for three main reasons; 
One, it acknowledged the after effects of 
the tunnel on the agrarian economy of 
Bagur-Naville and the surrounding 24 
villages; two, it signifies the victory of 
c I vil society (represented by the pca,santiy) 
over the state as it was one of the long¬ 
standing demands ot the peasantry Third, 
the technical report became the rallying 
point tor organising the peasantry in this 
area. and. in the process the recommenda¬ 
tions of the technical report formed or 
became the main demandsof the pca.santry. 

The technical report accepted the fact 
tliai tor the ia.st 10 years the water level 
in the surrounding areas was going down 
due to the tunnel construction, and that 
It was affecting the plantation economy, 
mainly the coconut plantation and horti¬ 
culture. In fact, coconut has been a com¬ 
mercial crop, which has been marketed in 
l.ir oil places - it has created a larger 
market, including employment oppor- 
iiinitics tor a large number of families in 
this area. "Coconut leaves arc becoming 
dry. and are hanging without much support 
I rum the trees, which has affected the 
recovery point from coconut. In many 
places coconut trees are completely drying 
up’’ (Technical Report, Irrigation Depart¬ 
ment, February 3). However, the technical 
report has categorised the plantation into 
two neat categories; ‘C and ‘B* and has 
argued that in the case of 'C plantation 
the effect was to the tune of SO and 70 
percentfin terms of the total output); and, 
m 'B ’ type plantation the effect was to the 
nine of 30-40 per cent. Within the stretch 
of the 9 km, it investigated 2.18.75S plants/ 
iiees. tailing in the vicinity of 24 villages. 

It further pointed out that over the past 10 
years the production of 1.22,640 plants 
had been coming down. The total loss was 


estimated at Rs 1,840 lakh. In the case'o 
‘B’ type the loss was estimated at Rs 72 
lakh from 96,115 plants. In all, the los. 
was about Rs 2,561 lakh. This exclude, 
the loss from other plants and horticulture 
However, it is estimated that the peasant 
arc lo.sing around Rs 2 lakh per year. Ir 
total 2.551 peasants were aO'ceted by the 
tunnel. 

However, the number of peasant, 
affected from each villages varied. The 
least number of pea.sants affected was ir 
A Ramu (16) followed by Vaddarahall 
(42). and Chaudenahalli (47). However 
the most affected were in nine villages 
Gollara Honnahalli (221). Dyavanahalf 
(201) Bagur (231). Obalapura (213). 
K Honnenahalli (165). Naville (192), Kate 
Halli (163). Adhina Halli (129), Kalli 
Sumanhalli (137). The least number o 
plants affected due to the tunnel was ir 
Dattenahalli (382) and the largest number 
(more than 10,000) were situated in l( 
villages - Gollara Honnahalli (20.334), 
Dyavanahalli (11,959), Chaudcnahall; 
(11.027), Bagur(20,177), V Honnenahalli 
(12.574), Obalapujra (21,497), Kalla 
Somanhalli (10,745). B Rangapura 
(10,627), Naville (11,148) and Gata- 
naghatta (18,523). However, in terms ol 
the total loss, except tor one village ot 
Dattenahalli, in other villages the loss was 
more than Rs 10 lakh, and in 13 villages 
the loss was more than Rs l(X) lakh. How¬ 
ever, this report does not account tor the 
individual losses and of the land. Neither 
has it focused on the effect the tunnel had 
on the other 14 villages that constitute part 
of Bagur-Naville tunnel area. Fufthcr the 
report did not take into account the total 
loss that the peasants felt or perceived over 
the years, and the subsequent compeasation 
that the peasants sought. In the first case 
of individual loss it varied between 40 
plants to 9(X) plants - reaching an average 
of 50 plants; and the land affected was 
varied between one acre to 25 acres. How¬ 
ever, in the case ol total lo.ss peasants 
argued that they had lo.st more than Rs 300 
crore over the last 20 years, beginning 
from 1979. Nonetheless, they arc prepared 
to accept the compen.sation recommended 
by the report. Even they are .stressing on 
the implementation of the recommenda¬ 
tions of the report: lift irrigation, planting 
alternative trecs/plants which grow in dry 
areas, checking further expansion in 
plantation economy. In addition they have 
rai.sed few more ^mands such as con¬ 
tinuous supply of electricity, green cards 
toevety peasantry, and writing off of loans. 
All th^ demands, however, glossed owr 
the effect of the tunnel on the other aspects 
of the community, includingthc shrinkage 
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uf maricets. Many villager have joined the 
ranks of the labouring class - mainly 
working as stone cutters or crushers; some 
ut them have migrated to far-off places 
(like Karwar) for jobs ultimately ending 
up as manual workers. Many of them have 
b^omc unemployed also. Most impor¬ 
tantly the tunnel has caused a slow and 
steady iiitcnsincationof rural poverty over 
the years; their capacity or ’entitlement' 
to buy everyday goods has decreased over 
the years. 

What changed the course of peasant 
struggle was the police atrocities on pea¬ 
sants on July 20 this year. This was preci¬ 
pitated by 'BangaloreChalo' onMarch 13, 
the locking of the irrigation office 
(March 26). a rasta roko (March 26) and 
(.ycle "jatha’ (March 23). The longest 
struggle came in the form of a water 
'bundh' nr the blocking of the tlow of 
water irom the tunnel in April and the 
subsequent sit-in dhama for 96 days. 
Peasants liom 40 villages put up temporary 
shelters around the tunnel and observed 
a dhariia The twist to the .struggle came 
when women Irom 40 villages, in batches 
ot 20 each, sat on a hunger strike. The 
police and (he state .saw in this struggle 
the larger designs ol the IcItisLs. who under 
(he bannerof Kisan Sabha/Prantha Sangha 
were organising the pea.sants while other 
organisations like DSS, CPI(M), KRSS, 
etc. were extending support to the cause 
ol peasantry. The hunger strike became a 
pretext lor subjecting peasants to police 
violence. 

However, the police attack had some 
intei cstmg Icalurcs. First, before the attack 
police cut ofl all communications to the 
village as well as water supply and 
electricity. .Second, the police forced the 
menfolk to flee the village and then 
systematically attacked the houses. Many 
villageis took shelter in paddy and 
sugarcane fields; some came back after 
two months and this had severe effect on 
the crops stored in the hou.se - .some 
perished due to humidity or the attack of 
pests. In addition, the fear psychosis that 
the police created made the peasants stop 
performing village festivals, religious 
rituals or ceremonies. Third, the police 
atrocitiescontinued for four days, although 
their presence was lelt even after their 
departure. Atrocities were severe in 10 
villages. The main targets were the aged 
women and children who were defenceless 
and powerless to oppose the police. Nearly 
40 people between the age.H of 60 and 80 
were the victims. A small boy of fourycars 
al.so became atarget. More than 400women 
were either attacked or beaten up. “Police 
snatched away the black beads, and gold 


chains^. A blind girl and two women, 
pregnaiK and due for (kili vety, were beaten 
up. Another feature was the looting of 
petty shops and houses. One of the houses 
was turned into a police station, after 
chasing off the menfolk. In a majority of 
ca.scs the police simply destroyed valuable 
things in the households like TVs, radios, 
hikes, cycles, as well as utensils kept for 
teligious functions. They did not even 
spare people attending funcralstu'religious 
festivals; and prevented children from 
attending .schools and colleges for almost 
a month. They also attacked media people, 
who sympathised with the pea.sants. An 
amiy officer was brutally attacked. More 
than l(K) press persons were implicated 
under false charges of looting, arson, and 
attempt to murder as was a boy who was 
nowhere in the village on that particular 
day. In all, more than 3(X) people were 
ai rested and sent to jail under various 
charges ol looting, attempt to murder, etc, 
including three women. 

A .sub.sequcnt enquiry report of the police 
department gave a clean chit to the police, 
denying in the process that any atrocities 
had been committed by the police on the 
poor villagers. It blamed the rural people 
lor instigating the police by pointing to 
the incidents of bus/vehicle burning and 
stone pelting. 

However, there is an underlying ap¬ 
prehension that the communists, led under 
All India Kisan Sabha (AIKS), are con¬ 
solidating their bases in a place where they 
hod no hi.storical root.sorba.ses. This would 
obviously clash with the interests ot the 
ruling party, which had seen peasants 
supporting its cause during elections. In 
ilic last Lok Sabha polls they voted for 
Devc Gowda. Police atrocities have to be 
seen as part of ongoing ideological tension 
between the lelt and the non-left on the 
one hand, and the threat of possible loss 
of political base for the ruling party, on 
the other. 

To understand why the people of Bagur 
and other surrounding areas became easy 
prey to the inhuman, barbaric atrocities of 
the police force one has to understand the 
V illage suiicture which created or provided 
tlic vulnerable spaces. The village suucture 
prevailing in old Mysore is distinctively 
different from the old pre.sidcncy areas of 
Dakshina Kannada. Uttara Kannada and 
I Idupi. In the old Mysore area the villages 
arc cnnstnicted or .structured around .strict 
ca.ste hierarchies. They are divided into 
'keris’ or streets, andcachcaste isassigned 
a particular street - brahamin keris come 
first, foUowedbyothercastcs like lingayats, 
vokkaligas, kurubas. bamyigas, etc. Even 
though each keri is linked to others, caste 


tradkidnspreveMfieemoveinentbetween 
keris. However.afascinatingfeatureisthe 
location of agricultural fields - they are 
in far off places and the fields are not 
strictly divided on the basts of caste hier¬ 
archy. Here caste docs not operate in the 
strict sense. A brahmin’s field for example 
can be located immediately to a sudra's 
Bek) orsunounded by fields of other castes. 
Therefore any matter that affects the land 
equally affects all castes. This is where 
everybody becomes part of a larger strug¬ 
gle, especially when the issues pertaining 
to land arc brought to centrestage. 

However, the village structure in the old 
presidency area is a different one. Here 
the streets are not divided on the basis of 
a particular caste and the houses are thinly 
spread out. Generally hoases are located 
in agricultural fields ratherthan separately 
conglomerated. This distancing of houses 
is essential and has meant that the ca.ste 
system cannot operate rigidly in this area. 
This has pnwided the spaces for change 
and has made the entry of other forces of 
modernisation easier here than in the old 
Mysore area. Secondly, this has probably 
contributed to more amenable caste rela¬ 
tions. There are few reports about major 
caste conflicts, or instances of caste or 
social boycott or confrontation between 
different castes in the old presidency areas 
(Dakshina Kannada or Uttara Kannada). 
Old Mysore is known for these things. The 
instances of Annchal in Chitradurga in 
recent days. Badanavala inChamarajnagar 
in 1993 or Udhbhur in 1997 are some 
examples of caste conflicts. This is the 
reason why when villages of the old presi¬ 
dency areas are achieving modernity while 
villages of old Mysore are still revolving 
around traditions and caste rigidity. This 
reinforces the uneven development and 
uneven structural relations between the 
categories, .sectors and villages. Also the 
very village structure in the old Mysore 
area makes certain castes more vulnerable 
to external attacks - either other castes or 
the police/state, although on the larger 
issues concerning the land all the caste 
groups come clo.ser to form a united 
stnigglc. 

The All India Kisan Sabha (AIKS), a 
wing of the CPI, was a late entrant in the 
peasant struggles in this area. During the 
early 1980s there were struggles in (he 
Navilic area over the corcstruction of a 
tunnel, and the subsequent loss of crop, 
.spearheaded by independent and political 
groups. This struggle had one effect: it 
made the stale release Rs 2 crore for lift 
irrigation. However, very soon the whole 
scheme was sabotaged. This particular 
issue remained dormant till the Kisan Sabha 



took up the isNUC in 1996 and began mobi¬ 
lising the peasants of Bagur-Naville area. 

However, Pranthia Sanghasorthe Kisan 
Sabhas arc not a big force in Karnataka: 
number ol agitations that the AIKS has 
undertaken over the years arc far and tew. 
■ During 1970s the AIKS had the opportunity 
of becoming a big force by focusing on 
tenancy rent and price i.ssues. It did conduct 
some mafor agitations during this decade 
.such as anti-land grab movement, anti- 
price rise movement, agitations demand¬ 
ing higher prices lor agricultural com- 
mcxlities, etc. Its demand included such 
issues as land to the tiller, el lecti ve famine 
policy, distribution of waste or surplus 
lands to the landless, implementation and 
an)cndmcnt to land tci^orms act. mora¬ 
torium on agiicultural debts, reduction in 
water rates, and also implementing ‘living 
wages’ to agricultural workers. Howevci, 
these activities received a severe jolt 
because ol the elfcetive implementation 
of land reforms in certain pockets ol 
Karnataka (Dakshina Kannada) where it 
had a strong base. The changing locus ol 
parly politics at the national level also had 
Its el led on the agitational politics of the 
AIKS. The second opportunity came during 
198()s when Af KS/l^anlhia RaithaSangha 
engineeicd the lamous Navalgund- 
Nargund peasant struggle, which became 
the forerunner foi new farmers' movement 
in Karnataka. Here too the AIKS or the 
Prantha Sangha tailed to enlarge its bases 
because of a large number of factors such 
as the ambiguity in defining the con¬ 
tradictions. incapacity to provide a clear- 
cut direction to the struggle when it was 
badly in need of it, etc. Although in recent 
years the prantha sanghas/kisan .sabhas 
have taken up the issues of larmers who 
committed suicide, it has not been able to 
create or provide larger spaces for the 
AIKS to ^‘comc a big force. Even the 
Bagur-Naville struggle loo could not create 
permanent ba.scs. 

This has to he seen in terms of shitting 
contradictions and the emerging conflicts 
at the grass rtxUs level. Unlike the earlier 
decades, the primacy of contradictions 
has now shifted to external factors like 
the market, globali.salion, the slate and the 
international capitalism. In the Bagur- 
Naville ca.se the .state has emerged a 
primary locus. The internal contradiction 
between a landlord and a tenant or a 
landlc.ss labourer is glossed over. There 
is an appivhension that oikx the major 
issues afllicting the Bagur-Naville pea¬ 
sants are .solved, the internal contradictions 
might pose a big challenge to the left 
organisation. Secondly, this might create 
tensions among other peasant organi¬ 


sations or the groups who are presently 
extending support to the struggle. One 
organisation that might pose a challenge 
is the Karnataka Rajya Raitha Sangha, 
which became famous after opposing 
multinationals like Kentucky Fried 
('hickens andCargil Company effectively 
in Karnataka. Though the two belong to 


THE BJP’s slogan ‘Riot-free India’ 
continues to be a dream despite the patty 
being in power at the centre. BJP allies 
R K Hegde. George Fernandes and others 
had claimed that with the BJP in power, 
no communal riots would take place. 
However, the fact is that when the BJP 
is not in power it needs to incite communal 
violence in order to consolidate Hindu 
votes but in power, it needs no such pro¬ 
vocation. Also, it tries to show to the 
minorities that they arc 'quite safe’ under 
Its di.spcn.salion. Unfortunately even this 
IS still not a reality as nots did take place 
in different placres in India over the year. 

The first riot of the year 1998 took place 
in UP where the BJP is in government. 
Ii occurred in a thickly populated village. 
Daulatpur. 40 kms from Bulandshahar. 
Two persons were killed in the clashes on 
January 4. one a Hindu, the other a Maslim. 
According to the officials in Bulandshahar 
tlic clashes look place when the village 
chief, Abdul Ghafoor, objected to the 
corestnictionofa ‘kutccha’ byelanebyone 
named Satvir. When Satvir and his men 
refused to stop the construction work. 
Ghafoor's sons attacked his family. It 
re.sulted in brickbatting and firing in which 
SIX persons were injured two of whom 
later succumbed to their injuries. 

The .second riot of the year took place 
in Kanpur in UP on January 10. Two 
groups, a Hindu and a Muslim group 
clashed with each other, widi one group 
firing several bullets at the police who 
were trying to control the situation. SP 
Ashok Kumar’s bodyguard was killed. It 
ail started with an attack on the Imam of 
a mosque and when the followers of the 


different ideological spectnims, the issu 
of the tunnel brought them closer. On 
few occasions they have come together 
mainly on price issue, liberalisation 
structural adjustment programmes o 
on the issues of subsidy. This has nc 
however translated into a permanen 
coalition. 


Imamdemanded the anestol the conccmec 
people, clashes took place. The situatior 
became tense and the police rushed to the 
site. As usual, some miscreants discon¬ 
nected the lights and people, thinking it 
as the handiwork of the police, attacked 
the force. The police had to fire in the air. 
The police claim that the cla.she$ were an 
outcome of the tensions over the result of 
the Ix)k Sabha elections which were to 
take place; the Muslims of Kanpur alleged 
that the BJP and their front organi.sations 
were terrorising them and that the police 
arrested innocent Muslims. 

A communal riot broke out in the second 
week of February in Ajmer town where 
the famous sufi saint Hazrat Moinuddin 
Chishti is buried. The riot took place just 
outside the dargah and 25 persons were 
injured. There are shops owned by the 
majority community outside the dargah 
and houses are of the minority community. 
Shops and houses were set alight by the 
miscreants. The cause of the rioting was 
not clear but it appears to have been the 
ie.sultof aclashbetween .someshopkeepers 
and customers. The whole town was tense 
and a curfew had to be clamped in almost 
half the town for a few days to control the 
situation. More than 20 policemen 
including the SP were injured during these 
riots. A memorandum presented to the 
then prime minister Ind^ Kumar Gujral 
by the Khuddam (servants) of dugah 
allied that the police entered the dargah 
with their shoes on and lathicharged the 
people offering prayers and also fired in 
the air. Hiey also alleged that the rioting 
was incited by some communal elements 
among theshc^eepersouisidethedariipdi. 


Communal Violence, 1998 

Shifting Patterns 

Asghar Ali Engineer 


This war while the minor riots, involving Hindus and Muslims, took 
few lives, there is clearly a change in the nature of the communal 
situation in most states. The consistent attack on Christian minorities 
and their places of worship in Gujarat and the reaction of the state’s 
BJP government is a case in point. 



According to official figures more than 36 
people were hurt when the police fired to 
disperse the mob. The suHs have always 
believed in the doctrine of ‘sulh-i-kul’, i e, 
peace with ail. These riots show how a 
communally sensitive situation can set 
even such towns aflame. 

^ Coimbatore was rocked by blasts on 
February 14. Nearly 60people were killed. 
It wa.s alleged that the blasts were organised 
by the al-Ummah and al-Jihad organi¬ 
sations aided and abetted by the ISI of 
Pakistan. The target of attack was sup¬ 
posedly L K Advani who was to address 
an election meeting in Coimbatore. 
However, his flight was delayed and the 
lime bombs went off before he arrived. 
Thc.se blasts were allegedly organised to 
take revenge for November 1997 riots in 
Coimbatore in which Hindu Munnani had 
played a key role and many Muslims got 
killed. The BJPof course drew maximum 
mileage from thc.se blasts and generated 
a sympathy wave bcncliting the parly to 
a large extent in the casuing Lok Sabha 
elections. The police arrested some SOO 
people including the president of al-llmma 
i Basha and the Jihad Committee president 
Al/al Khan. Riot lollowed the blasts and 
a communal frenzy was sought to be 
generated. The CPI(M) politburo member 
R Umanath demanded that the government 
take strong action against the BJP- 
AIADM K clenK'nts who fanned communal 
hatred after the blasts. 

Feiozabad in UP was ignited also at 
about the .same time, February 17. Accor¬ 
ding to olticiul inlormation more than 10 
people were injured in the communal 
clashes in Fero/abad in the Imamhara 
Mohallah and two areas under the police 
stations were put under curfew. There was 
a dispute between a bangle seller and 
buyer belonging to different communities 
and the emotionally surcharged mob began 
setting tire to houses and shops. Three 
persons injured in firing were hospitalised. 

Another relatively major riot took place 
in Moradabad. UP on May 9. Moradabad 
IS rated as being communally .sensitive. It 
witnessed a major riot in 1980 after Indira 
Gandhi came back to power after emer¬ 
gency. In fact, the Moradabad riot ,was the 
beginningof the new phaseof communally 
charged decade ol 1980s. But after 1980 
Moradabad has been comparatively quiet 
except for sotne minor clashes. But on 
May 9 it witnessed communal violence 
again though not on as large a scale as 
during 1980. It is said that the rioting 
broke out when an acid bottle was thrown 
on the ‘taziah* procession allegedly by 
BJP supporters. The situation was so tense 
that the ^strict administration had to bring 


in the Rapid Action Foree. It also had to 
enforce indefinite curfew on the town. 
During the courto of the riots three dead 
bodies were found in different parts of the 
town and about 30 persons were injured. 
The communal tension delayed the pro¬ 
cession by a day and it was taken out on 
May 9, a day after the 10th of Muharram. 

According to the police more than 80 
people were arrested from different parts 
of the city. Immediately arter the attack 
on taziahs rioting broke out and a number 
of shops and houses were set afire and 
looted. At iea.st six rickshaws were burnt 
down and 12 shops were looted. The police 
also said that the miscreants fired pistols 
Irom housetops on the police. Several 
political leaders including Imam Bukhari 
were detained when they tried to visit the 
not-affected parts of Moradabad. 
Samajwadi Party leader Ramsaran Das 
claimed that at least another eight persons 
were missing and this had not been 
icported. A multi-party delegation which 
met home minister L K Advani also claimed 
that more persons than the officially 
recorded four were killed and shops and 
houses belonging to the minority com¬ 
munity were burnt and looted. The 
members ot this delegation also demanded 
a package on the lines of the one given 
to the 1984 riot victims. Mulayam Singh, 
president of the Samajwadi Party and 
tormer defence minister alleged that the 
"BJP had planned the whole drama to 
intimidate the minorities whose support 
lor Samajwadi Party candidates had 
ensured the defeat of BJP in Sambhal and 
Moradabad parliamentary constituencies”. 
He also said that the police in Moradabad 
acted under pressure from the state 
government and took one-sided action to 
punish the minorities. 

In June Hyderabad, another communally 
sensitive area, witnessed communal frenzy. 
On June S, the Muslim mob coming out 
of the mosque near Charminar in the old 
city after the Friday prayer went berserk 
and attacked shops in the area. The trouble 
started after circulation of an anonymously 
produced pamphlet lampooning the 
religious .sentiments of Muslims. The 
> iolence continued for a .second day and 
areas under 13 police stations had to be 
put under curfew. The violence claimed 
four lives including a police sub-inspector 
and a woman and about 16 people were 
injured in stabbing or stone pelting 
incidents. The situation was .so serious 
that the army had to be alerted and the 
union home ministry was urged to send 
paramilitary forces. 

By evening on the day the situation had 
become calm but fresh trouble broke out 


nextmomingtt lOam whenamobaitacked 
a mosque in the Moghalpura. In reuliation 
the Muslims set ablaze a place of worship 
belonging to Hindus. The mob burnt down 
at least 13 houses and prevented the fire 
brigade from entering the area. After these 
incidents mobs went on a rampage in 
different areas and burnt houses, scooters, 
autos, jeeps, cycles and shops. Police and 
innocent people were targeted by these 
mobs. A sub-inspector Khadir was stabbed 
by a mob at Hari Bowli at 3 pm. The mob 
took the PSI's service revolver and shot 
him dead. In another incident a 3S-year- 
old woman was stabbed to death at 
Pardhiwada while 20 others received stab 
injuries in separate incidents. A mob of 
about 500 raided Bhavaninagar police 
station and ransacked it. 

Clearly riots were provoked with a 
purpo.se by certain vested interests. There 
were a number of theories floated about 
the pamphlets. Some say it was done to 
alienate Muslims form the Telugu Desam 
chief miniiiter who extended support to the 
BJP-led government at the centre; others 
that it was provoked by the Majlis 
leadership to rehabilitate itself and yet 
according to others it was the handi¬ 
work of the BJP to polarise the Hindus 
in its favour and to consolidate its base. 
The ex-mayor of Hyderabad. Allainpalli 
Pochchaiah who was accu.sed of distri¬ 
buting the .said provocative pamphlets, 
was arrc.sted after he surrendered himself 
in the magistrate’s court. Riurothers Vinod 
Kumar, K Narasimha, P Rajan and J 
Ramulu were also arrested in this con¬ 
nection. 

In July 1998 disturbances began in 
Bardoli and Sanjeli in Gujarat, and in 
Rajkot. The VHP and Bajrang Dal activists 
began to terrorise Muslims m Bardoli 
district just because some Muslim boys 
had married tribal girls. They were 
tcnon.sed to .such an extent that the Muslims 
had to Bee those villages. In fact, the 
tribals arc not Hindus but the VHP and 
the Bajrang Dal, in order to win their 
support called them Hindus. It was pointed 
out by the observers that the BJP had lost 
.seats in the tribal belt and these activists 
were trying to gamer tribal support for the 
BJP through such tactics. They held 
’dharmasabhas’ inthese villages and after 
every such event Muslim shops and houses 
were looted and burnt down. If the police 
intervened, they were asked to keep away 
by VHP activists else they would be 
transferred as it was the ‘BJP raj'. Even 
the director general of police, Gujarat, 
admitted to these incidents and denounced 
them; tor this he was pulled up by the 
Gujarat chief minister. 



There are also instances of Hindu boys 
marrying Muslim girls which does not 
attract attention Irom VHP and Bajrang 
Dal activists Congress activists prepared 
a list ol such marriages. According to a 
news report “The Pari var’s ambitions have 
been fuelled by a pa.ssivc police. Even 
Hindus do not deny that trishuls' and 
swords wca* Hashed openly when Hindu 
organisations took out a rally to protest 
against such mairiagcs " The pa'sident ol 
the Bardoli VHP unit Kalabcn Patel 
alleged, “it is a conspiracy by Muslim 
tanaticsto taigci Hindu girls". Andgeneial 
.secretary ol RSS Harshad Shah sees 
"a conspiracy to spread Islam. Muslim 
youths are given special training on 
how to attract Hindu girls at madrasas in 
Dabhel. Anilsoi. Bharuch among other 
places." He even claimed that “We don't 
have the proof vet. but a trust in Aftnei 
gives Rs i.fK).(H)0 lor cnticmg a mairied 
Hindu woman and Rs .SO.(KX) tor an un- 
marned giil" 

The Christians loo came under attack in 
Gujaiat duiiiig the ycai. A number ol 
incidents ociuiied m Rajkot distiici in 
Guiarat Some 2IX) copies of the Bible 
were bumi by the Sangh pan var activists 
saying that these copies were being distri¬ 
buted among students with a view to 
convert them Al.so. a church building 
was attacked and the dead body ot a 
Chiistiaii was exhumed and thrown away 
on the pretext that the cemetery land 
belongs to Hindus When Home Minister 
L K Ad vani's attention was diawn to these 
incidents he distiiissed them as 'liivial 
incidents' not worth talking about. 

Sunieli town m Dahoddistiiclot Guiatat 
was rocked with communal violence on 
the eve ol lanmashiami on August IK. 
The police lircd on the frenzied mob and 
two persons wca* injured. Curlew was 
also imposed on the town. The mini.sler 
ol state I Ol home I iaren Pandya maintained 
that the Sanjcli incident was a local atfaii 
arising out ol a quariel between two com¬ 
munities over lishing rights' in a pond. 
Till last month, the I isliing nght was ve.sted 
in a local Muslim youth. Allaf. But the 
contract was not renewed after it expired. 
I'he mmisier did not explain the rea.son 
lor not renewing the contract and whether 
there was picssure from the VHP and 
Bajrang Dal activists. The tribais went 
lishing III the pond to which Allaf objected 
and they pelted stones at each other. They 
also stoned the Janmashlami procc.ssion 
and a not broke out. Pandya al.so main¬ 
tained that the trouble in Sanieli was un¬ 
related to the July incidents in Raiidhikpur 
village following the alleged kidnapping 
of two tribal women, including a married 


one by two Muslim youth who belonged 
to Sanjeli. 

Riots broke out in Salana teh.sil near 
Nashik in Mahara.shtra on September 12 
111 which a minor girl was killed in the 
stampede, as .she was fleeing from her 
.iiiackers. Communal tension was sim¬ 
mering in the town since theGanesh festival 
and all it needed was a spark. Fighting 
broke out over a minor difference of opi¬ 
nion regarding the parking of a jeep. A 
mob ransacked shops and handcarts 
belonging to the Muslim community. 
Muslims 111 the town began converging 
near the nia.sjid and rcfu.scd to bury the 
gill's body until the rioters were arrested. 
However, the police and politicians ap- 
(vealed to them not to aggravate the situa¬ 
tion It was only alter appeal the body was 
buried. According to a local resident, anti- 
siK'ial elements and hooligans affiliated to 
political parties (Shi v Sena and BJP) began 
noting and terrorising the people ol a 
particular community. Inve.stigators were 
also told that otiScptember 11 aprocc.ssion 
V as taken out under the leadership ol the 
president ol municipaltly Vijay Wagh who 
belongs to .Shiv Sena. The participants in 
the procession were shouting anti-Muslim 
slogans and stopped the procc.ssion in a 
Muslim ItKalily and stoned Muslim houses. 
A hotel belonging to a Muslim was al.so 
looted and destroyed. 

Bihar under I .aloo Prasad Yadav has not 
witnessed any major communal violence 
111 the last several years. In October Nalanda 
and Mungher in Bihar wiine.ssed enm- 
munal clashes. On October 2 apprehen¬ 
sion ot communal tension gripped the 
towns of Nalanda and Mungher following 
two incidents of communal clashes which 
lelt three dead and 39 injured on the issue 
ol immersion of Durga idol in Katrapar 
locality under the town police station in 
Riharsharif (which had wiines.sed a major 
ri ot i n 19XI) an altercation between Hindus 
and Muslims about slogan shouting m a 
Durga idol immersion procession when 
one person was killed in tlie firing that 
t> illowed and I wo people ineludinga police 
con stable, were injured. According to some 
people pre.sent on the scene several rounds 
were lircd from both sides and bombs too 
were hurled. A company of Rapid Action 
horee and two companies of CRPF had 
to be rushed to control the situation. Hit- 
and-run tactics were employed by what the 
local residents de.scribc as anti-social 
elements from both sides. Thus communal 
ti'nsion gripped the town for several day.s. 
Dillercnt political parties are trying to 
derive political mileageout of the incident. 
I'he leader of the opposition Sushil Modi 
of the BJP vi.silcd the town and met the 


family of a yadav tx^ killed in the rioti 
However, he did not meet the families 
(wo Muslims killed during the unrest. Rr 
Vilas Paswan visited the families of ( 
Muslim victims and not the yadav fami 
While Ajay Yadav was .shot dead 
Muslim miscreants. Chunnu. a Musi' 
was done to death by Hindus 15 mmut 
later. And on the same day. in another pi 
of the town, a Muslim boy was behcadt 
by .some Hindu miscreants. It is interestir 
that though Muslims and yadavs be 
belong to the Lahxi Yadav's vote bar 
they fought each other here. The yada 
living in their stronghold in Biharshar 
are traditionally pni-BJP. Pappu Kha 
(own president of the RJD in Biha 
Sharif but an allegedly anti-siKialclemcr 
IS reported to have provoked Muslim 
In Mungcr, 27 people including thre 
policemen, were injured in stone peltin 
when the police stopped a Durga idi 
procession tnim passing through a Muslir 
loc'ality. 

Further incidents took place in Ahwr 
Dang district in Gujarat when the VH 
and Bajrang Daf attacked Christia 
churches on October 27 night and 2 
afternoon. Four more churches wer 
attacked On the Sunday afternoon. ' 
church at Mulchand village, about 7 km: 
from Ahwa, was attacked, another at Bartal 
about .50 kms from Ahwa. the same night 
Two other churches at Baripada. 45 km; 
from Ahwa. and a prayer hall at Taha 
Khandvcii. 40 kms Irom Ahwa. were aisc 
targeted. Though a peace committee wa; 
constituted by the home ministerol Gujara 
Haren Pandya. committee members trader 
charges and Christians were even accuset 
by the members of being 'naxalites'. 

On December 27 there was firing at 
Vaanki village in which three people were 
injured. .Shots were lircd by the Vaanki 
sarpanch. who was arrested later. Chnstian 
missionaries submitted a list ol churches 
under threat to the police but received no 
help. The police maintained that the 
churches were located in difficult terrain 
and .some were temporary structures or 
only tents and .so could nut be protected. 
These incidents were taken .seriously by 
the Minorities’ Commission which has 
summoned the chief secretary of Gujarat 
and director general of Gujarat police in 
connection with these attacks. 

Throughout this year also, like in last 
several years after the Bahri demolition, 
(here were no incidents of .sustained 
communal violence re.sulting in a large 
scale deaths and destruction of property. 
This indicates clear shift in the nature of 
communal violence. The communal parties 
and outfits while keeping communal 



tension alive, do not see any great political 
benefit in inciting violence on a large 
scale. Even .so. the communal incidents 
reported above should cause concern. 
Cnmiiiunal feelings are being kept alive 
and major incidents can he provoked 
whenever lliese communal parties find it 
in their political interests to do so. Also. 
BJP rule at the centre and in some states 
has emboldened members of VHP and 
Bajrang Dal to terrorise minority com¬ 
munities. It was during this year that 
('hnsiiaiis came under sy.siemaiic attack 


INDIA is the largest producer of bananas 
in the world and accounted tor 9.3 million 
tonnes out ol the world prixluctionol 54.3 
iiiillion tonnes in 199.3 according to FAO. 
The US and the European Union (EU) arc 
the luigcst importers ot bananas. Their 
imports were 1.7 and .3.5 million tonnes, 
res|H.'ctively. m 1994 according to PAO 
and F,URO.STAT. Sadly. India’s exports 
of bananas to the US and the European 
countries arc not much. As per trade 
statistics published by DOCl and S. India 
exported a mcagm 27.7 tonnes to the US. 
17.4 tonnes to the UK and 42 tonnes to 
Germany in 1996-97. As such. India has 
no direct inlemst in the current banana 
trade war raging between the US and the 
EU. but Its significuncc in the context of 
multilateral trading arrangements should 
not be lost. Moreover, the recent showdown 
between the US and the EU stemming 
fnim the disputed banana regime ol the 
latter could not have come at a worse time. 
The meltdown in lire emerging economies 
in Asia, a near collapsed economy in 
Russia, the Japane.se economy .shrinking, 
and economic gliMim spreading to large 
parts of the western world have all 
contributed to put the global trading system 
under great strain. While the emerging 
economies .see a way out of the crisis 
through more exports, the developed 
countries feel threatened by chenper 
impmrLs. Suddenly protectionism is on the 
increase and many are questioning the 
merits of gIobali.satinn. This is a time that 


by ihettaffron family, particuiaily in Gujarat 
where the BJP is in power. The VHP and 
the Bajrang Dal are acting as if it is an 
unbridled Hindu Raj. No wonderthen that 
in the recent .state elections the minorities, 
particularly Muslims, rallied round the 
Congress again from which they were 
alienated after the demolition of Babri 
ma.sjid. If such communal incidents, as in 
Gujarat, continue more Muslims and 
('hri.stians would rally round the Congress 
which may be revived even in .states like 
tlie UP and Bihar. 


one would have expected the big boys to 
lake the leadership in restraining pro¬ 
tectionism rather than holding the world 
tiade system to ransom by indulging in a 
silly banana war. In its Iciulcr titled 'The 
US and EU Go Bananas', the Financial 
Timex says on November 11.1998 that the 
political heat generated by the dispute is 
out of pro|X)r1ion to its economic signi- 
licance and that both parties' conduct is, 
fi ir dificrent rea.sons. deeply irresponsible. 
Under the title ‘Monkey Business’. The 
Fconomixt says on November 14. 1998 
that amid world economic gloom and risi ng 
protectionism, there arc surely more prc.s- 
sing concerns. It compares the US threat 
of a trade war with the EU, over the latter 
not importing enough Latin American 
bananas, to Honduras and El Salvador 
going to warover a disputed football match. 
Gerald Segal writing in Newsweek on 
November 23, 1998 aptly sums up, “As 
the latest transatlantic trade di.spute. 
notionally over banana imports, makes 
clear, western leaders are likely to make 
monkeys of themselves, and wreck the 
global economy in the proce.vi’’. 

Intere.stingly, the US grows no bananas 
outside Hawaii and has no bananas to 
export. Yet iu objection to the banana 
import regime of EU is so severe that it 
is threatening to slap 100 per cent duties 
on a host of European products from French 
cheese and winetoGermancoffee-makers, 
from cashmere sweaters to chandeliers, 
from vacuum cleaners to ball-point pens. 


and from toy truns to Christmas baubles. 
The inhial list was four pages long. The 
Hnal list published in the third week of 
December 1998 covers 16 types of EU 
exports including biscuits, candies, 
chandeliers, cashmere clmhing, coffee- 
makers and handbags. Pork and other 
agricultural products may be added to this 
list later on. Peter Scher, the US .special 
trade ambassador, says that the products 
chosen are to maximise pressure on the 
EU while limiting damage to US economy. 
Exports of these itcm.N worth about $ 590 
million are likely to be hit affecting UK. 
Italy, France and Germany mainly. Expons 
from Denmark and Netherlands have been 
exempted, as they were not supporiers of 
the EU banana regime. The proposed 100 
per cent duty on the listed items is likely 
to become applicable under the 
controversial Section 301 of the US Trade 
Act with effect from March 3. 1999. 

It is doubtful that the US threat has 
anything to do with the interests of the 
Latin Amencan banana exporters who are 
allegedly discriminated by the EU banana 
import regime. The key to the mystery 
behind such strong US action is the tact 
that the EU market accounts lor potential 
profits of aNiut $ I billion a year and that 
a US businessman, lobbyist and banana 
baron. C’arl Lindner, controls 26 per cent 
of the world production and trade in 
bananas. A school dropout and a .self- 
made man, Lindner has come a long way 
from the family dairy business and a small 
$ 1.2(X) ice-cream store to become one of 
the richest people in the For/M'.vmi^a/Jnc’s 
listing. His family wealth is worth over 
$ I billion. The family owns the Chiquita 
Brands International and controls the so- 
called ‘dollar bananas' coming from the 
Latin American countries. Lindner came 
to banana trade in 1984 taking over 55.9 
per cent control over United Brands and 
renamed it in 1990 as Chiquila, which was 
its main brand name lor bananas. Since 
then he has been trying to protect his 
bananas against competition from African, 
Caribbean and Pacific (ACP) countries. 
Lindner has been accused in the past of 
CIA connections and of links with the 
Guatemala coup in 1954. Though a 
Republican, he contributes heavily to both 
the political parties in the US. Many see 
the threatened US trade sanction against 
its major trade partner over the banana 
is.sue, that involves no exports from the 
US and affects no jobs in the US, as a 
direct result o( Lindner’s enormous 
loMiying to protect the interests of his 
Latin American bananaempire. Many also 
believe that the US is apparently fighting 
an issue of principle at Limlner’s bidding. 


US-EU IVade War over Bananas 

C Satapathy 


While India, despite being the largest producer of bananas in the 
world, has no direct interest in the banana war raging between the 
US and the European Union, the .significance of the development 
in the context oj multilateral trading arrangements must not he lo.st 
sight of. 



The banana import regime of the EU, 
ntroduccd on July 1, 1993, grants pre¬ 
ferential market access to bananaproduceni 
from the ACP countries. Prior to 1993, 
there were different national banana 
markets i n the EU. which were transformed 
into a single market. The new banana 
regime took into account EU's obligations 
under the Fourth ACP-EC Convention of 
Lome (the Lome Convention). Nearly 
I million tonnes of bananas arc allowed 
from the former European colonics in the 
ACP areas under the regime. On the other 
hand, the tariff rate quota imports of the 
‘dollar' bananas arc re.strictcd to about 
2.3S million tonnes. Within the EU, there 
are afso di ffcrenccs since the Germans and 
the Swedes in particular prefer the bigger 
and thinner ‘dollar’ bananas. The EU’s 
dilemma therefore is how to reconcile 
differing national interests apart from 
reconciling its international obligations 
under the W'fO Agreement and the Lome 
Convention. 

Prior to the .setting up of Wl'O, two 
earlier GATT panels had ruled against the 
EU banana regime. Under the WTO 
discipline, fresh consultations initiated in 
February 1996 tailed and a WTO panel 
was established on May K, 1996 to look 
into complaints filed by the US, and the 
four Latin American banana producing 
countries - Ecuador, Guatemala, Honduras 
and Mexico. The WTO’s Dispute 
Settlement Body (DSB) adopted the panel 
reports and the Appellate Body Report on 
September 25, 1997 and ruled again.st the 
EU regime as was expected. The EU 
informed the DSB on (Detober 16, 1997 
that it would fully respect its international 
obligations hut considering the complexity 
of the issue it would need a rea.sonablc 
period of time. As further consultations 
between the concerned parties did not lead 
to an agreeniK'nt, the complaining parties 
asked on November 17. 1997 for binding 
arbitration to determine the reasonable 
period of time. I'he EU represented to Said 
El-Naggar, the arbitrator, that it be given 
reasonable time up to January I, 1999 on 
five grounds: 

(i) It has to strike a difficult balance 
between its obligation under the two 
crxixisting international obligations with 
the aim of respecting both which will 
reopen lengthy discussions between 
member states within EU. 

(ii) Amendment to banana import regime 
would require a complex legislative process 
involving the European C'ummi.ssion. the 
European Parliament, and the Council of 
the EU. 

(iii) Under Article 12 of the lx)me 
Convention, the EU has a legal obligation 


to consult the ACP stales and take tlwir 
views into account. 

(iv) As per its administrative practice 
any change in legislation affecting customs 
treatment of imported and exported pro¬ 
ducts enters into force only on January 1 
or July I of a year. 

(v) Advance notice with rea.sonable 
lead-time is required to be given in res¬ 
pect of any major changes in legislation 
to tho.se involved in the banana supply 
chain. 

The complaining parties countered these 
arguments and suggested that time up to 
July I. 1998 should be adequate for EU 
to change its banana regime, file arbitrator, 
however, determined the rea.sonable time 
to expire on January 1.1999 in his Award 
dated December 23. 1997. 

Sometime back, the EU presented its 
.second .status report on the issue claiming 
partial implementations of the DSB 
recommendations and that the time period 
lor implementation has not yet expired. 
Ibe US believed that the changes made 
by the EU were incon.sistent with WTO 
provisions and hence the recent threats of 
a trade war. The EU on its part through 
Its trade commissioner. Leon Briltan, has 
condemned the US move to be politically 
unwise and a grave error of political 
judgment. Brittan has also accused the US 
of acting in a ‘petulant and impatient’ 
manner. The EU has atso formally filed 
a complaint in the WTO against Section 
301 of the US Trade Act which is often 
arbitrarily used by the US. In the politically 
charged trade war. the US is accusing EU 
of favouring banana imports from the 
former European colonics in violation of 
its international trade obligation under the 
WTO discipline whereas the EU is calling 
the US retaliatory action as “unilateralism 
at its worst”. EU also feels that the legality 
of US threat toimpose retaliatory satK'tion 
i.s dubious as no WTO panel has yet ruled 
against its amended banana regime. Apart 
from challenging .Section 301 of the US 
I'radc Act on which the threatened 
sanctions are based, the EU has also 
formally asked for a WTO panel to be 
established to review conformity of its 
modified banana regime. If the panel is 
established it will take 90 days to give its 
findings. The US is in no mood to wait 
that lung and wants to go ahead with its 
tiadc sanctions. The Financial Times in 
Its leader ‘Banana^plit’ .says on December 
18, 1998 that while the US .seems to be 
recklessly takingthc lawintoitsown hands, 
the EU looks stubbornly intransigent and 
has resorted to a variety of procedural 
rules and lawyer’s trick.s. It further says 
that WTO’sdisputesettlement mechanism 


is closest to a global economic court but, 
through the banana war, the US and the 
EU seem bent on destroying this fledgling 
Justice system and its binding arbitration 
procedure. 

For countries like India that arc not 
involved in this mega dispute, it is a time 
to rcflect on how the big boys of world 
trade are using and misusing the WTO 
forum not really to set the world trade free 
but to furthertheirown interests - economic 
and political. WTO rules are often being 
used to gain further market access for their 
products in the developing coi^ntries. But 
when it comes to allowing imports from 
the less developed countries, various WTO 
provisions are invoked to obstruct trade 
and protect their own producers against 
competition from poor countries. Nodoubt 
tariff barriers have been bnmght down by 
the developed countries, but exporters from 
poor countries have to often face disguised 
tariff barriers in the fonn of anti-dumping, 
anti-subsidy, countervailing and safeguard 
duties that are impo.sed frequently. It is an 
irony that after exploiting the prxir countries 
for ages, the rich producers who enjoy the 
advantages of sophisticated technology, 
economics of .scale, better infrastructure 
and market access have to he protected 
again.st cheaper foreign imports from the 
less develop^ world. In 1997 alone, the 
developed countries instituted as many as 
136 anti-dumping ca.ses. Anti-dumping 
duties arc often hefty and once imposed, 
they la.st for Five years. Anti-dumping 
battles arc difficult to light on foreign soil 
and entail huge legal co.sLs for the exporters 
from developing countries. Recently. 
WTO’s outgoing director-general, Renato 
Ruggeiro, has urged the leading industrial 
powers to check their arbitrary use of anti- 
dumping measures and other trade 
defences. His call for restraint on 
protectionism has not come too .soon. 
Clo.scly following the banana war, an 
intense trade war in steel is developing on 
a much larger .scale. Everyone is crying 
for everyone’s blood and producers across 
the globe arc demanding anti-dumping 
action against each other. 'The steel war 
is fa.st encompa$.sing US, EC. Canada, 
Brazil, Rassia, Ukraine, Japan, China, 
South Korea, Taiwan, South Africa and 
India. The uppermost question in 
everyone’s mind is whether WTO can 
emerge unscathed from the banana war to 
be able to grapple with the steel war or 
will world trade sec more and more of 
unilateral sanctions and unfair protection 
in other sectors ultimately leading to a 
slow collapse of the newly established 
world trade order. 

(The views expressed are personal.] 



Indian Industrial Labour Today 

An Agenda for Research 

Karin Kapadia 

What emerged from the 23 stimulating papers presented at a 
conference on 'The World of Indian Industrial Labour' at Amsterdam 
was die enormous complexity and variety, the many worlds, of 
industrial labour. But these separate worlds are not unconnected, they 
are closely joined by the dynamics of pervasive trends, especially 
liberalisation, deregulation and casualisation. Through the many 
questions raised, the conference implicitly sketched an agenda for 
further research. 


FROM December 10 lo 13, 1997 an 
international conference entitled ‘The 
World ot Indian Industrial Labour' was 
held in Amsterdam Supported by the 
American SSRC it was organised jointly 
by Jonathan Parry of the Anthropology 
Department of the London School of 
Fx'unomics and Jan Breman of the Centre 
tor Asian Studies, Amsterdam. The con¬ 
ference proved to be immensely fruitful, 
with a number of very stimulating papers. 
Twenty three papers were presented 
during the four days, dealing with a wide 
variety of issues, both hi.storical and 
contemporary Through the questions they 
raised, many of the papers implicitly 
sketched an agenda for further research. 
As the papers were of great value and likely 
to be of con.siderable interest to a wide 
audience they are briefly reviewed here. 

Labour: Definitions and CATFXiORies 

A few key papers dealt with the question 
of the definitions and the boundaries of 
Indian industrial labour. They pointed out 
that a very powerful politics of categories 
existed, by which both Indian and foreign 
policy-makers were able to conveniently 
Ignore the existence of the informal indus¬ 
trial sector, even though 90 per cent of all 
industrial workers worked-and still work 
-in this category. JanBreman’s piqierwas 
very important here. Presenting the first 
part of a larger paper reviewinglhe litera¬ 
ture on Indian industrial labour, Breman 
argued that India’s early planners had 
“ignore(d) the non-industrial way of life 
of the large majority of the working 
population”. Thus the category ‘working 
class’ was implicitly defined not only as 
the industrial working class but, far more 
narrowly as that part of it which was in 
the ‘formal’ (prmected) sector Further, 
the term ‘labcair’ for India’s planners in 


the 1940s, 19S0s and 1960s connoted 
formal sector industrial workers. Thus an 
extraordinanly narrow view of the ‘work¬ 
ing class’ arose and, Breman argued, is 
implicitly at work even today. Breman 
was concerned to bring back into visibility 
that 90 per cent of India’s workforce that 
works in the unprotected, ‘informal’ sec¬ 
tor, spanning an immense spectrum of 
occupations from agricultural wage labour 
to uiban and rural industrial workers in 
.small workshops or even factory produc¬ 
tion. In his paper Sharit Bhowmik perti¬ 
nently added that while the sbe of an 
enterprise may suggest that it is part of 
the ‘lormal’ regulated sector, it may not 
be so in fact, due to pervasive evasion of 
industnal laws. Bhowmik noted that with 
the current ‘post-reform’ trend towards 
deregulation, the minuscule protected 
sector is shrinking steadily. 

Mark Holmstrom took a rather different 
.stance from Breman, in his delineation of 
the categories of Indian labour. He argued, 
instead, the need for new maps of Indian 
latxMir. He stressed that the context of 
industrial employment had changed radi¬ 
cally in recent years and - rather contro¬ 
versially - claimed that access to formal 
sector industrial jobs had increased. He 
rejected giving analytical importance to 
caste, because “the hierarchical caste 
system has gone, leaving only castes and 
competing groups”. To a large extent, the 
caste ideology of inequality had lost its 
social legitimacy, he argued. 

Rethinking Class, Culture 
AND Consciousness 

The most sharply debated moments of 
the conference, a^ certainly the most 
controversial, were those where various 
papers challenged *our inherited assump¬ 
tions’and commonly assumed frameworks 


- eqiecially those trf die Marxist kind. 
Here key papers were contributed by 
Prabhu Mohapatra, Chandavarkar and 
Leeia Fernandes. 

Prabhu Mohapatra’s paper provided 
an extremely stimulating theoretical over¬ 
view of a range of core issues. All the 
questions his paper raised were central to 
the conference. He started by noting the 
paucity of discussion of the “cultural 
aspects of labouring lives within labour 
studies itseir. Like Breman, Mohapatra 
pointed out how ‘working class cultures’ 
of developing countries in Asia were 
initially seen as ‘dysfunctional’ in relation 
to industrialisation. He also noted the 
sharp irony by which a diametrically 
opposite view has been taken by recent 
theorists in the late 1980s who have 
claimed that the ‘east Asian economic 
miracle’ was due precisely to ‘traditional’ 
values. 

He noted that in the Marxist tradition 
‘culture’ was almost exclusively discussed 
in relation to class consciousness. Despite 
their nuances, certain common features 
characterised these Marxist studies. First, 
a theory of the correspondence of the 
structure of society (mode of production, 
extent and type of capitalist penetration, 
etc) with the level of consciousness was 
stressed unduly in most accounts. Second, 
the model of the development of class 
consciousness was teleological, based on 
that of the classical western working 
class and assuming a transition from 
‘peasant’ to ‘trade union’ to ‘revolution¬ 
ary’ class consciousness. Third, these 
studies focused on overt conflict and on 
militant workers because they took as 
indices of consciousness, workers’ level 
of organisation and their degree of mili¬ 
tancy. 

He al.so noted that these assumptions 
have created major problems. First, Marxist 
writers have been unable to account for 
“the persistence of particularistic forms of 
consciousness in the shape of caste, re¬ 
ligion and region which the supposedly 
universaiist class consciousness seemed 
unable to transcend”. Second, a ‘pure 
working class’ bearer of revolutionary 
consciousness never seemed to materialise 
fully, “.surrounded and linked as it always 
was with several forms of labour that 
were only partially ornot proletarianised”. 
The reasons for these ‘blockages’ in the 
development of class consciousness were 
sought in a range of phenomena: the 
continued rural linkage of the worker, the 
persistence of ‘pre-mo<tem mentalities’, 
the coexistence of multiple modes of 
production within the same social forma- 



tion and the segmentation of the labour 
market. The similarity between these 
Marxist assumptions and those of 
‘modernisation' theorists is both immedi* 
ately evident and deeply ironic. “Both 
shared an explicit evolutionary teleology" 
- and both assumed a correspondence 
between structure (industry, economy, 
class) on the one hand, and con.sciuusncss 
and culture on the other. 

In hcrinteresting paper, LeclaFemandes 
raised .some .similar issues, but emphasised 
the importance of gender analysis even 
more. She developed her arguments in the 
context of a .study of contemporary jute 
mill workers in Calcutta. 

Her initial argument was similar to 
Mohapatra's, namely that both ‘moderni¬ 
sation’ and Marxi.st theorists used models 
that were teleological. But her central 
arguments concerned the Marxist assump¬ 
tions that (I) 'the working class’ is unitary 
in nature and that (2) non-class social 
identities - such as gender and ‘commu¬ 
nity’ (ca.ste, religion, etc) are secondary, 
class identity being always primary. 
Fernandes took up this challenge head- 
on, arguing that critics of such Marxist 
models have tended to go to the other 
extreme. In reaction to the 'structuralist' 
Marxist mixlel, they have instead produced 
'culturalist' models - such as that of 
Dipesh Chakrabarty. However, the 
culturalist view assumed a gulf between 
class and ‘cultural identities' (such as 
community and gender) which Fernandes 
rejected. She therefore challenged their 
claim that stiuctural analysis must be 
discarded altogether. In.stead, she argued 
that if class structure itsell was radically 
reconceptuaiised. one did not need to end 
up with a unitary, c.sscntiali.sed notion of 
culture 

She proposed. Ilrst, a rethinking of class 
structure as 'intcrsectional' rather than 
unitary. 'Hius. identities such as caste, 
ethnicity or gender are to be seen as not 
merely external cultural identities or 
ideologies but as constitutive of the very 
structure of the working class. Second, she 
argued that “working class structure, 
following Anthony Giddens’ concept, can 
be thought of as a fluid process of pro¬ 
duction in ‘time, space and movement’. 
Structure, then, is neither static nor unitary 
in this conception." 

Like Mohapatra and Fernandes, 
Rajnarayan Chandavarkar developed a 
strong critique of the Marxi.st tendency to 
essentialise the notion of the ‘working 
classes*. In hischallenging paper, he noted 
that this has had a negative effect on 
historians writing about the working 


classes. This negative effect stemmed 
from certain fundamental assumptions 
that historians made; “historians of the 
‘western’ working classes inherited the 
assumption that economic development 
determined the character of labour, its 
social organisation and political conscious- 
nes.s...The notion of the stages of indus¬ 
trialisation yielded a matching evolution¬ 
ary scheme of the stages of class 
consciousncss...Underlying this history 
was the assumption that class conscious¬ 
ness arises naturally from the proletarian 
condition." Rejecting the inevitability of 
class consciousnessChandavarkarinstead 
strongly argued that class consciousness, 
when and if it arises, is always a contin¬ 
gent, political construction, depending on 
the conjuncture of “the various or com¬ 
peting identities which characterise social 
being’’. 

He noted that historians of Britain and 
Europe may have been taken by surprise 
in the 1970s and 1980s “to find that the 
.sectionalism fostered by skill, occupation 
and the division of labour, region and 
religion, nationalism and gender divided 
the working class". There was less excuse 
tor Indian historians to be caught unawares. 
Because of their essentialisation of class, 
expressed in a “strongly unitary concep¬ 
tion of clas.s’’, Chandavarkar noted that 
.some historians, when faced with the fact 
that “the working classes were fragmented 
by the very processes which constituted 
them” felt that they had to reject the pos¬ 
sibility of class consciousness altogether. 
On the contrary, Chandavarkar argued that, 
while both ‘class’ and ‘class conscious¬ 
ness' retain analytical value, both have to 
he radically rethought. Without assuming 
that class consciousness inevitably arises 
from the proletarian condition, historians 
.should explore the “political construction 
(of class] in a way which allows for the 
multiple and changing identities which 
played upon it. Class as much as any other 
identity was contingent upon specific 
historical circumstances.” He therefore 
pre.sented a brief history of (he general 
strikes in Bombay from 1928-29 to illus¬ 
trate his thesis that the “ebb and flow of 
class consciousness” can only be under¬ 
stood in relation to “changing and specific 
hi.storical contexts”. Class consciousness 
did not naturally arise from the experience 
of production relations. Instead, the 
social relations of the workplace were 
intimately connected with the social 
organisation of the neighbourhood. Work¬ 
place disputes could - contingently - be 
given communal, natinnali.st, regional or 
linguistic coastnictions. What determined 


their categorisation was the political 
conjuncture at diat historical moment. 
Hence, “it was primarily in the domain of 
politics that .social conflicts acquired a 
class character”. 

The Capitalist Imperative: 

Disopuning Labour 

Several papers dealt with the ways in 
which capitalism asseits itself and extends 
its domination of labour even in contexts 
which have been assumed to be unsuited 
to the development of capitalism, such as 
contexts of bonded and otherwise unfree 
labour. Here Dilip Simeon’s paper pro¬ 
vided a valuable historical discussion, 
while the papers of Miranda Engelshoven, 
Geeit De Neve and Karin Kapadia dis¬ 
cussed the relations of modem capitalists 
with unfree labour. 

Dilip Simeon’s paper provided a 
meticulously researched historical account 
of the work and rc.sistance of mineworkers 
in the Jharia coalfields. Simeon made two 
central arguments about the relationship 
between capital and labour. His central 
thesis was that “the teleological orienta¬ 
tion in the regime of capital is always 
towards the transformation of those forms 
in a direction suitable for a fuller domi¬ 
nation of labour, and towards creating 
conditions wherein...proflt-making [is] 
rendered more efficient”. To illustrate 
capitalism’s thmst towards ‘fuller domi¬ 
nation’ Simeon analysed the institutional 
contexts involved, particularly the colo¬ 
nial state, its regulatory apparatus and its 
geo-strategic needs. His secondary argu¬ 
ment was that “despite being forcibly 
relocated and placed in an alienated uni¬ 
verse, theeiement of labour retainsadegree 
of recalcitrance”. 

He showed how, from the earliest days 
of the Jharia coalfields, their control by 
British managing agencies and the Rail¬ 
way Board led to the continuing exploi¬ 
tation of both the mines and the workforce. 
Precautionary measures for the conserva¬ 
tion of the mines and the protection of 
miners - such as pillaring and sand stow¬ 
ing - were recklessly ignored and over the 
decades this led to gross wastage of coal, 
the loss of valuable mines and the loss of 
even more valuable human lives. This was 
because mine managements were ruled by 
short-term profit-oriented goals and be¬ 
cause the colonial government chose not 
to “interfere”. The result was a saga of 
ongoing exploit^on of the workforce that 
for many decades was tribal and low- 
caste, with a high proportion of tribal ' 
womra. 



In his interesting paper Oeeit De Neve 
focused on the power loom industry in 
Kumarapalayam, a large industrial town 
in Tamil Nadu. His argument tried to 
account, both for the development of the 
practice of giving ‘advances* (haki) to 
workers and for the effects that this 
comparatively recent innovation has had 
on labour relations. De Neve argued that 
a central paradox has resulted. Employers 
introduced the baki system in order to 
"secure a stable labour force, in the face 
of a .steady expansion of the market de¬ 
mand for their produets over the past 
30 odd years”. TTius powerloom owners 
aimed at captunng and immobilising a 
workforce, in a context of severe labour 
shortage. De Neve argued that the level 
ol cash advances has been so high, 
however, that employers have entrapped 
themselves as well. They cannot fire 
their labourers because their labourers 
arc deeply indebted to them. This has 
m.'idc labour ‘la/y* and 'undisciplined' - 
even “piece-rate payment, .docs not seem 
to be sufficient to discipline the labour 
force”. 

Karin Kapadia’s paper had three themes: 
the need to reconceptualisc the notion of 
‘the working class’, the importance of 
gender analysis and the relation between 
capitalism and ‘tied* labour. Like Lcela 
Fernandes and Samita Sen. she argued that 
a class - and therefore a working class - 
IS not constituted solely in economic terms, 
but also in terms ot gender, caste, ethnicity, 
age and region Kapadia further argu^ 
that in certain specific cases, working 
women constitute adifferent working class 
tnim their own working husbands. She 
used the artificial gem-cutting industry in 
rural Tamil Nadu to make her argument, 
noting that women workers form a differ¬ 
ent kind of working classdue to the specific 
political economy of gender operating in 
that context. 

While Kapadia’s workers made .syn¬ 
thetic gems, Miranda Engelshoven’s gem- 
cutters produced the real thing. Her fas¬ 
cinating paper probed into the diamond¬ 
cutting industry of Surat and the Saurashtra 
Patel community which constitutes both 
the employers and the workers in this 
industry, ^gelshoven’s central question 
wa.s: why do workers in this indu.stiy never 
protest against employers? This is cer¬ 
tainly a valid question given the recent 
hrstory of the industry. Until just a decade 
ago, large baki - advance money - was 
given to workers, because the inter¬ 
national diamond trade was booming and 
there was a chronic shortage of diamond 
cutters in Surat With the giving of baki 


was associated a high degree of violence 
by owners against workers. Engelshoven’s 
informants’ accounts suggest that when 
workers were not able to repay the high 
baki they had received, owners > in their 
anger-tortured them and sometimes killed 
them. Engelshoven also documented vio¬ 
lence by owners who claimed they were 
protecting their diamonds from theft by 
workers. However, to her own astonish¬ 
ment she found that both employers and 
workers condoned the violence of past 
years, both groups blaming it on workers 
who ‘should have known better'. It was 
against this dramatic backdrop that 
Engelshoven asked why the diamond 
workers - the karigars - never ever pro¬ 
tested. 

In the Context of Liberausation: 

Past Views, Present Reauties 

Simeon’s thesis of crqiitalism’s inbuilt 
imperative to dominate labour to cut costs 
was given broad validation in a range of 
papers dealing with the onslaught of 
liberalisation. Hein Streefkcrk. Douglas 
Haynes and Chitra Jo.shi dealt in detail 
with both the historical pasts and the 
dcva.st ating presents in which workers live. 
Peter Knorringa, Sharit Bhowmik, Amrita 
C'hhachhi, B B Patel andRohini Hensman- 
Banaji focused on contemporary contexts 
ill both informal and organised sectors. In 
all these accounts the future of workers 
looks decidedly grim. 

Hein Streefkerk's paper provided an 
interesting historical overview of pre- 
machine industrial development in south 
Gujarat, before turning to the contempo¬ 
rary scenario. 1\iming to modem times, 
S treefkerk noted that today Gujarat’s textile 
magnates not only run mills, but also 
chemical plants to produce their dyes. 
Conditions of work and accommodation 
are appalling; the unprotected woikers 
live a very harsh reality. Vet many migrant 
workers have come from contexts that are 
even more exploitative and so ‘‘many 
woikers consider working and living [in 
Vapi] an improvement compared with tiwir 
lormer lives”. 

Like Streefkerk. Douglas Haynes 
focused on the pasts and presents of textile 
workers. However, his interests were 
very different, his paper being, in several 
respects, a reflection on the ways in 
which memory is constructed. Haynes 
explored “one kind of workers’ discourse 
abobt industrialisation: the representations 
formulated by woikers abwt capitalist 
development in the past”. Ih-awing on 
lesearch in Surat and Bhiwatidi, India’s 


two largest textile centres, his basic ques¬ 
tion was: “How were relations between 
workers and employers in those times 
[the period before 1960]?” He found that 
his respondents’ reconstructions of the 
past were heavily conditioned by the 
present. 

Like Haynes, Chitra Joshi too chose to 
focus her paper on the memories that 
workers had of their past and the ways in 
which a depressing present colours evo¬ 
cations of the past. Writing on textile 
workers in Kanpur, Joshi compared their 
memories of the general strike of 1938 
with their views of their current condition. 
Today these workers in the nationalised 
textile mills are virtually unemployed. 
Thei'' fundamental mood is one of hope¬ 
lessness and despair. Against the bleak¬ 
ness of the late 1990s, their recollections 
of 1938 take on a heroic cast. Taking 
about their past struggles, workers con¬ 
stantly return to 1937-38 as their gloiy 
days. 

Industrial ‘clusters' have been held up 
by the flexible specialisation literature as 
exemplars of ‘good’ industrialisation: 
among them the Agra footwear industry 
has been a well-known example. However 
Peter Knorringa’s paper, which implicitly 
critiqued this development paradigm, 
showed that there can be enormous ex¬ 
ploitation of workers in such contexts. His 
paper, like Kapadia’s, indicated how 
readily employers will dump an existing 
workforce if this strategy offers higher 
profits. 

Sharit Bhowmik’s interesting paper 
highlighted the ways in which medium- 
scale indu.strialists today evade the labour 
laws. Bhowmik described how work is 
organised in medium-scale industries 
in Mumbai and Thane. He noted the 
radical decline in large-scale factory 
production in Mumbai and the correspond¬ 
ing increase in the unorganised sector. In 
Mumbai the share of employment in the 
informal (unorganised) sector has in¬ 
creased steadily from 49 per cent in 1971, 
to 55.4 per cent in 1981 and 65.4 per cent 
in 1991. 

Unlike Sharit Bhowmik, Amrita 
Chhachhi looked at the current situation 
in the organised .sector of private industry. 
In this organised sector workers ought to 
be enjoying the full protection of labour 
legislation. On the contrary, Chhachhi 
found that reality is distressingly differ¬ 
ent, due to the trend towards deregulation 
and casualisation'. 

Chhachhi noted that the World Bank- 
funded National Renewal Fund (NRF) 
is of little use to retrenched workers. 



B B Patel took this critique of the NRF 
much further. His paper provided a 
detailed review of the impact of the 
NRF on assistance to displaced textile 
mill workers in Ahmedabad. The closure 
of textile mills has had a devastating 
impact on mill workers-mone than 82,OCX) 
formal sector mill jobs have been lost 
since 1982. Patel argued that despite the 
existence ot the NRF, which is supposed 
to provide a safety net for displaced 
workers, "there is hardly any effective 
safety net" - .so the NRF has not helped 
retrenched workers at all. He called for 
careful re-cvaluation and redesign of 
existing retraining schemes for dismissed 
workers, which are obviously a dismal 
failure. Like Chhachhi. he noted that the 
quality of life of displaced workers' 
families is deteriorating alarmingly - two 
areas where this deterioration is parti¬ 
cularly sinking is in workcis’ housing 
conditions and in the educational level of 
their children. 

Within the surrounding gloom, Rohini 
Hensman Banaji struck a cautiously opti¬ 
mistic note. Focusing on trade unions 
in the organised sector, her short paper 
discus.scd the pros and cons of internal 
unions. Drawing on primary and second¬ 
ary materials related to unionism in 
Mumbai, she argued that the great strength 
of internal unionism was “the potential 
for truly democratic participation of the 
entire workforce in running their own 
organisation" 

Jl’TL WoRKfcRS. CaSI'AMSAIION, IHE 
'Rdrai. Link' and Other Sijr.sidies 
ro Esiployi rs 

As we have .seen above, the deliberate 
casuali.salion ot the labour force is one of 
the key strategies currently being used by 
formal .sector industrialists to cut labour 
costs. Jonathan Parry noted how even the 
public sector Bhilai steel plant is steadily 
increasing its employment of casual con¬ 
tract workers. Against this contemporary 
scenario, it is interesting to Find labour 
historians arguing that casuali.satioD is not 
a new strategy at all and that it has been 
a central element in colonial industrial 
policy too. This was one theme that united 
the following three papers on the Calcutta 
jute industry. However, each paper had its 
own distinctive themes as well, as dis¬ 
cussed below. 

Arjan De Haan argued that the notion 
of 'casualisation' was generally an 
ahistorical one, as it usually was not 
grounded in a historical analysis of the 
development of the organised sector. He 


argued that his own research on the his¬ 
torical develo|Hnent of the jute industry 
111 Calcutta clearly suggested that badli 
(.substitute) labour emerged even before 
the organised .sector (with labour laws) 
came into being. 

Like De Haan, Samita Sen also focused 
on the ‘rural link' of jute migrant workers. 
However, the core of her very interesting 
paper was a subtle and complex historical 
account of the gendering of labour in the 
jute industry in Bengal. She noted that in 
its early years the industry depended very 
largely on local Bengali labour; at this 
stage women constituted 20 per cent of 
the workforce. But by the clo.se of the 
19th century the labour force changed 
dramatically: it was primarily composed 
of migrant labour from Bihar, UP and 
Oris.sa - and had become almost entirely 
male. .Sen argued that migrant men proved 
to be as cheap and as tlexible as Bengali 
women workers had been, so employers 
saw no advantage in hiring women. Due 
to the fluctuating nature of the jute 
market, employers wanted a very flexible 
workforce that they could hire and fire at 
will. They were therefore happy toemploy 
migrant men who returned to their Bihar 
and UP villages for .some months every 
year and who did not appear to require 
pennanent jobs. 

Tony Cox's paper also dealt with the 
'rural connection' of badli workers in the 
jute industry. However, likeChandavaikar, 
Cox’s central interest lay in the contingent 
political conjunctures that determined the 
ability of workers to resist 

Organised Workers: Paradoxes 
OF Job SpriJRiTY 

The jute industry acquired its enormous 
importance partly because it wasCalcutta's 
dominant organised sector indu.stry, par¬ 
alleled by the cotton textile industries of 
Bombay (sec Chandavarkar) and Kanpur 
(see Joshi). Two papers by Christopher 
Pinney and Jonathan Parry examined the 
contemporary .situations of workers in 
organist .sector industry. There are sig¬ 
nificant differences and similarities be¬ 
tween these two papers. For Pinney, a 
central paradox that emerged was the way 
111 which organised sector workers at the 
Ciwalior Rayon factory in Nagda focused 
very positively on the high earnings they 
got. turning a blind eye to the appalling 
.pollution that was poisoning their envi- 
nmment and theirown families. The Bhilai 
steel plant context that Parry described 
was threatened in a more suMe way, not 
by chemical hazards, but by the poison of 


local antipathy to the 'outsiders’ who 
dominated BSP employment. Both papers 
described fn^le islands of job security, 
where (he islanders were increasingly 
incapable of shielding themselves from 
being engulfed by the hungry sea (disas¬ 
trous pollution and angry ‘insiders’). These 
papers also imply that Holmstrom is 
mistaken to suggest that organised sector 
jobs are becoming easier to find: they 
suggest the contrary. 

Cierard Heuze’s paper connected closely 
with Parry’s in one respect: Heuze fo¬ 
cused on the Shiv Sena of Mumbai, whose 
raison d'etre was the view th'at ‘outsiders’ 
had stolen all the be.st jobs in Mumbai. 
In his complex paper Heuze .sought to 
elucidate the tangled, contradictory rela¬ 
tionships between the Shiv Sena trade 
unions, politics and culture in Mumbai 
today. He argued that the Shiv Sena Unions 
have ‘self-evol ved’ because of the manner 
in which the Shiv Sena is organised. 
Organisational .structure tends to be loose, 
encouraging both initiative and indepen¬ 
dence at grass roots level. This inevitably 
means that no single, homogeneous party 
line is preserved. A significant finding 
by Heuze is the way in which Shiv Sena 
trade unions have oscillated between 
strong support for managers and employ¬ 
ers (this being the official Shiv Sena stance) 
and the opposite position, namely, out¬ 
right support for workers. The latter.stance, 
he claimed, is becoming increasingly 
mariccd. 

What emerges from these 23 fascinating 
papers is the enormous complexity and 
variety of the Indian industrial .scene today 
- there are clearly many distinct ‘worlds’ 
of industrial labour. But these .separate 
worlds are not unconnected, they are 
closely joined by the dynamics of perva¬ 
sive trends (especially liberalisation, de¬ 
regulation and casualisation). What' 
emerges most forcibly, perhaps, is the 
wretchedly limited nature of the employ¬ 
ment options available to industrial work¬ 
ers - workers’ choices are very severely 
constrained. Therefore, despite the extreme 
difficulties and hardships associated with 
much industrial work, wmkers still seem 
to strongly prefer such work to lower-paid 
agricultural work. To adapt Aijan De 
Haan’s words: this is not to say that the 
situation of industrial labourers in India 
is satisfactory or justified; it is to say that 
within the given conditions, economic and 
socio-cultural, that constrain them, indus¬ 
trial labour remains workers’ preferred 
and chosen qition. 

(Grateful thanks to Shwithi David for kindly < 
typing the entire maniiicript vety effkiendy.] 
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G-7 ‘Solution’ to Global Financial Crisis 

A Marshall Plan for Creditors and Speculators 

Michel Chossudovsky 

Skilfully presented to the international community as a timely 
'solution ’ to the global financial crisis, the G-7 proposal to establish 
a 'precautionary fund’ under IMF stewardship will, instead of 
curbing the speculator, significantly reduce the risks of conducting 
speculative operations. 


FOLI^OWING the dramatic nosedive of 
the Russian rouble, rinanctal markets 
around the world had plummeted to 
abysmally low levels. The Dow Jones 
plunged by 554 points on August 31, its 
second hugest decline in the history of the 
New Yiirk Stock Exchange. In the unccitain 
wake ot ‘black September 1998’, 0-7 
ministers ot finance had gathered hastily 
in Washington. On their political agenda: 
a multibillion dollar plan to avert the nsks 
ot a worldwide tmancial meltdown. In the 
words of its political architects US treasury 
secretary Robert Rubin and UK chancellor 
of the exchequerOordon Brown: “we must 
do more to... limit the swings ot booms and 
busts that destroy hope and diminish 
wealth".' Announced by president Bill 
Clinton in late October, the G-7 proposal 
to in.slall a 90 billion dollar fund “to help 
protect vulnerable but e.ssentially healthy 
nations" from currency and stock market 
speculation will go down in history as the 
biggest financial scam of the post-war era. 

Skilfully prc.sented to the international 
community as a timely ‘solution’ to the 
global financial crisis, the establishment 
of a 'precautionary fund’ under IMF 
stewardship pntposes to deter “financial 
turbulence spreading from country to 
country in a contagion process". The 
underlying objective is “to send a clear 
message to speculators that they may be 
laki ng big risks if they [short] sell a nation’s 
currency’’.^ Yet in practice, the G7-IMF 
artifice accomplishes exactly the opposite 
results. Rather than taming the speculator 
and averting financial instability, the 
existence of billions of dollars stashed 
away in a ‘precautionary fund’ (safely 
established in anticipation of a crisis) is 
likely to entice speculators to persist in 
their deadly raids on national currencies. 

The multibillion dollar fund was not 
Jevised (as claimed by its architects) to 
telp nations under speculative assault; on 
he contrary, it constitutes a convenient 
‘safety net’ for the ‘institutional specu¬ 
lator’. The money is there to be drawn 


upon and the speculators know it. If central 
banks in Asia or Latin America (in an 
abortive attempt to prop up their ailing 
currencies) were to contemplate defaulting 
on their (forward) foreign exchange con¬ 
tracts, the precautionary lines of credit 
(serving as a ‘backup’) would enable banks 
and financial institutions to swiftly collect 
their multibillion dollar loot. In other 
word.s, the money to bail out the speculators 
would be readily available and accessible 
well in advance of a currency crisis. More¬ 
over, the IMF sponsored ‘rescue operation’ 
would no longer hinge upon clumsy ad 
hex: negotiations put together hastily in 
tlie cruel aftermath of a currency devalua¬ 
tion. Whereas the IMF would still be called 
111 to impose even harsher economic 
measures, the bail out money would be 
available up front: no nervous last minute 
meeting as on Christmas eve (December 
24, 1997) when Wail Street bankers met 
behind closed doors (under the auspices 
of the New York Federal Reserve Bank) 
to put the finishing touches on the re¬ 
negotiation of Korea’s short-term debt.-^ 

RfcDuciNG Risks for Banks and 
Financial iNsrimrioNS 

Rather than repelling the speculator, the 
existence of the precautionaiy fund signi¬ 
ficantly diminishes the risks of conducting 
speculative operations. Not surprisingly, 
the global banks and investment houses 
(well versed in the art of financial manipu¬ 
lation through their affiliated hedge funds) 
have unequivocally endorsed the G7-IMF 
policy initiative. Barely analysed by the 
global media, the scheme will reinforce 
the command of ‘institutional specula¬ 
tors' over global financiai markets as well 
as their leverage in imposing ruthless 
macro-economic reforms. 

A colossal amount of money has been 
allocated (from taxpayers’ wallets) to 
‘financing’ futurespeculative assaults; the 
90 billion dollar scheme constitutes a 
’Marshall Plan for institutional specula¬ 
tors’ representing an amount (in real terms) 


roughly equal to the entire budget of the 
Marshall Plan (86.6billion dollars at 1995 
prices) ailocat^ between 1948 and 1951 
to the post-war reconstruction of western 
Europe.^ 

Yet in sharp contrast to the Marshall 
Plan, the money transferred under both the 
Asian bail outs (more than $ 100 billion) 
and the proposed G7-IMF precautionary 
fund ($ 90 billion) contribute to lining the 
pockets of the global banks leading to an 
unprecedented accumulation of money 
wealth. None of this money will be 
channelled into rehabilitating the shattered 
economies of developing countries. Under 
the new IMF facility for contingency 
financing, international banks and financial 
institutions will be able to swiftly collect 
debts (from developing countries) initially 
up to the 90 billion dollar ceiling. 

Of this amount, some 30-40 billion 
dollars have already been carefully set 
aside toen.sure that Brazil (following mas¬ 
sive capital flight) does not default to its 
Wall Street creditors. In return, presidmt 
Fernand Henrique Cardoso, faithful to 
bis financial masters, has committed the 
Brazilian government to sweeping austerity 
measures which will drive large sectors of 
Brazil’s population (including the middle 
classes) into abysmal poverty. In this 
regard, the IMF’s economic therapy in 
Brazil promises to be more unmerciful 
than that applied in Asia. In turn, the cost 
ofscrvicing the precautionary lineof credit 
will be substantially higher. 

The remaining 50-60 billion dollars is 
available to be used to finance future specu¬ 
lative raids and bail out agreements (e g, 
in Latin America, the west Asia and south 
Asia) leading to the concurrent dismantli ng 
of national-level monetary policy. This 
destructive proce.ss, however, does not 
terminate once the 90 billion dollar ceiling 
has been reached: once the money has 
been used up, the precautionary fund 
(established as a ‘standing arrangement’) 
can if required be replenished (with 
contributions from G-7 countries). 

Massive Transi^er of Money Wbai.th 

The transfer of wealth resulting from 
currency .speculation is unprecedented in 
modem history. Solely in Asia, more than 
100 billion dollars of foreign exchange 
reserves have been confiscated since mid- 
1997. Another 90 billion dollars are en¬ 
visaged under the precautionary scheme. 
And these amounts do not include the 
collection of private debLs nor the value 
of assets appropriated by western capital 
under the privatisation programmes (e.sti- 
mated for Russia alone to be more than 




Five times the Marshall Plan). In return. 
Russia will receive a meagre $ 500 million 
in US Food Aid on condition it faithfully 
conforms to the IMF's economic agenda. 

Through their deci.sion, G-7 leaders have 
.sanctioned the destruction of monetaiy 
policy and the derogation of national 
economic sovereignty. Through the 
manipulation of currency maiitets, billions 
of dollars of money wealth will be 
transferred I rom the vaults of central banks 
into private llnancial hands. Total available 
foreign exchange reserves in the vaults of 
the world’s central hanks is le.ss than the 
daily forex turnover ot more than 1,20() 
billion dollars. A small number of global 
creditors will control money creation. 

In turn, this demi.se of central banks has 
contributed to dramatically boosting the 
levels of global debt while furthering the 
process of economic and social collapse. 
G-7 political leaders bear a heavy burden 
of responsibility in adopting a scheme 
which contributes to aggravating the global 
economic crisis. Moreover, they have 
blatantly misled the international com¬ 
munity on the likely con.sequenccs of the 
multibillion dollar precautionary fund. 

The speculative assaults not only boost 
the levels of external debt in developing 
countries (e g, Korea. Indonesia, Brazil), 
they also con tribute to heighteningthe debt 
bunlen in G-7 countries; the financing of 
the bail outs (under the multibillion pre¬ 
cautionary fund) will largely come from the 
public purse requiring the issuing by G-7 
governments ot vast amounts of public 
debt. Ironically, the latter will be under¬ 
written by the same investment banks 
routinely involved in the speculative assaults. 

In other words, the G-7 proposal is con¬ 
ducive to a massive increa.se in the levels 
of public debt while at the same time 
creating conditions which accelerate the 
collapse of production and employment. 
The latter in turn trigger the accumulation 
of large amounts of personal (household) 
debts, non-performing loans of small and 
medium sized enterprises, etc, leading to 
bankruptcies and loan forfeiture. 

The 90 billion dollar deal was hastily 
put together by US treasury officials 
following consultations behind clo.sed 
doors with the repre.sentatives of the 
world's largest banks and brokerage 
houses. ITic precautionary facility is to 
pmvide ‘short-term’ contingency financing 
at substantially higher interc.st rates (300 
to 500 base points above the IMF standard 
lending rates). 

In other words, linancing will be 
available at 3 percent (or more) above the 
current IMF .soft lending rate of 4.7 per 
cent. This pattern imposed by the US Con¬ 
gress in detober (in relation to the $ 18 
billion US contribution to the fund) violates 


the statutes of the IMF as an intergovern¬ 
mental body: it derogates the Bretton 
Woods agreement of 1944. While it in- 
crea.ses the burden of servicing the debt 
under the bail out, it also reduces the 
repayment period (i e, from the standard 
three to 10 years to one to 2.5 years). In 
other words, the bail out money provided 
underthc fund would (within a short period 
oi ti me) have to be re.scheduled with private 
lending institutions at market rates of 
interest. 

In other words, the G7-IMF .scheme not 
only artificially inflates the debt burden 
(by hiking up interest rates), it also 
establishes conditions which favour the 
eventual privatisation of the bail outs. In 
this context, policy conditionalities would 
be negotiated by the global banks (rather 
than by the IMF); “(Micchanisms could 
be designed ahead of time to ensure the 
timely in volvenwnt of the private [banking] 
.sector in providing liquidity support to 
countries in times of financial stress”.-^ 
The* banks have hinted that what they 
really want is a de facto private sector 
bureaucracy (which they can more effec¬ 
tively control) rather than a cumbersome 
intergovernmental body. This overhaul of 
the IMF is to be carefully supervised by 
the US trea.sury acting on behalf of Wall 
Street. In other words, the IMF has also 
been brought mure directly under the 
political trusteeship of the US adminis- 
tiation in blatant violation of it.s inter¬ 
governmental status. Overshadowing the 
IMF (and limiting its authority to conduct 
future negotiations with member govern¬ 
ments), the congressional appropriation 
hill had identified precise loan condi¬ 
tionalities to be inserted in future IMF bail 
outs (including provisions which facilitate 
the dumping of US grain surpluses as well 
as the “enactment of bankruptcy laws that 
treat foreigners fairly”). 

SPEfliLATORS CaU. THE ShOTS 

After the meltdown of Wall Street on 
Black Monday August 31, 1998. G-7 
leaders had pointed nervously to the need 
for ‘taming financial markets’. Proposals 
to control the unfettered movement of 
money had been put forth. British prime 
minister Tony Blair highlighting the 
shortcomings of the IMF, had called for 
an overhaul of the Bretton Woods 
institutions; “the existing system has not 
served us terribly well...”* 

Mea culpa by renowned speculator 
George Soros; “financial markets are in- 
herentlyunstable, which can cause tremen¬ 
dous damage to society”.^ Frictions bet¬ 
ween the Bretton Woods sister organisa¬ 
tions had also surfaced at their annual 
meetingsin October 1998. In an admonish¬ 
ing sutement, the senimr vice-president of 


the World Bank, Joseph Stigiitz, publicaii; 
expressed his disapproval of th 
Washington consensus. 

In tte meantime, despite renewed stoc! 
market insttdiility in developing countries 
the storm had temporarily settled on Wal 
Street much to the relief of New York*, 
major brokerage houses. Caving in to the 
demands of the global banks, the issue o 
capital controls had been casual ly droppec 
from the political agenda; “the new buzz¬ 
words arc ‘sequencing’, ‘orderly capita 
account liberalisation’, ‘regulation.s, yes 
re.strictions, no”’.* 

A new invigorated ‘Washington con¬ 
sensus’ was in the making. The unfetterei 
movement of capital was presented as the 
.sole means to achieving global prosperity. 
Accordi ng to UBS-SBC George Blum anc 
Citigroup’s William Rhodes speaking oi 
behalf of some 300 global banks anc 
brokerage houses; “capital controls wil 
seriously damage medium-term prospects 
for raising standards of living”.’ Neo- 
liberal economic policy was alive, specu la- 
tors rather than elected politicians were 
calling the shots. G-7 leaders together 
with the Bretton WoixJs iiKStitutions had 
formally invited the global banks “to be 
involved appropriately in crisis manage¬ 
ment and resolution”. In an absurd logic, 
those who foster financial turbulence 
are called in to identify policies which 
attenuate financial turbulence. 

In turn, the broader structural causes of 
the economic crisis remain unheralded. 
Blinded by neo-liberal dogma, policy- 
makers are unable to distingui.sh between 
solutions and causes. Public opinion is 
misled. Lost in the barrage of self-serving 
media reports on the deadly consequences 
of ‘economic contagion’, the prcci.se 
‘market mechanisms’ which trigger 
financial instability are barely mentioned. 
Despite mounting criticism directed against 
the Bretton Woods institutions, the G-7 
decision not only upholds but .strengthens 
the IMF’s lethal economic medicine as the 
unequivocal ‘solution’ when in fact it 
is the ‘cause’ of economic collap.se and 
financial turmoil. 

With the exception of token rhetorical 
statements on the destabilising impacts of 
cuncncy and stock market speculation, no 
concrete revisions of the macro-economic 
agenda have been put forth. The G7-IMF 
precautionary fund entrenches the rights 
of speculators; it provides an unconditional 
green light to financial institutions to ‘short 
sell’ national currencies all over the world. 

Development of a Private Sector 
Bureaucracy 

The global banks decide on what 
constitutesa ‘politically correct’ economic 
agenda. The new ‘financial architecture' 



is to be based on the removal of all re¬ 
maining barriers to capital movenwnts. 

AccordingtoAlan Greenspan, chairman 
of the US Federal Reserve Board, financial 
markets are too complex for public 
regulators to oversee: 'Twenty-firstcentury 
regulation is going to increasingly have to 
rely on private counterparty surveillance 
to achieve safety and soundness [of finan¬ 
cial markets]...”'' More generally, the ten¬ 
dency is toward a system of 'private regu¬ 
lation’ (under the direct control of banks 
and MNCs) in which governments and 
mtcrgovemmcntal bodies would play a 
subsidiary role. In other words, the strangle¬ 
hold ot creditors over the state apparatus 
I n all major regions of the world (including 
North America and western Europe) is 
conducive to the development of a private 
sector huieaucracy which oversees activi¬ 
ties previously under state jurisdiction. 

This dismantling of the slate, however, 
IS not limited to the privatisation of social 
programmes and public utilities, corporate 
capital also aspires to eventually acquire 
control overall stale-supported civil society 
activities. Cultural activities, the perfor¬ 
ming arts, sport.s, community services, etc, 
would he transformed into profit making 
ventures In this regaid. the pioposcd 
Multilateral Agreement on Investment 
(MAI) purports to deregulate foreign 
investment, dismantle stale in.stitutionsand 
transform all state .supported civil society 
activities (e g, at municipal level) into 
money making operations. 

In parallel with (he forced removal of 
impediments on the movement of capital 
through the disruption ot currency markets, 
the political power brokers of the free 
market will continue their relentless drive 
to entrench the rights of banks and 
corporations in .several legally binding 
agreements including the MAI(now under 
WTO auspices) and the equally contro¬ 
versial amendment of the IMF articles on 
capital account liberalisation. 

Combined with overt political pre.ssures 
by Washington, the G7-IMF multibillion 
dollar fund will al.so be used to finance 
future speculative assaults on countries 
such as China (including Hong Kong), 
Malaysia, Taiwan, Chile and more recently 
Russia (under prime minister Primakov) 
which have defied the free market by adop¬ 
ting foreign exchange re.strictions and/or 
controls on .speculative transactions. The 
Taiwan authorities, forin.stance, took mea¬ 
sures “to prevent illegal trading of funds 
managed by George Soros which have 
been blamed for causing the local stock 
market to fall”.'^ Hong Kong has intro¬ 
duced measures which curb short-seKing 
of stocks and currency speculation. 

The C-7 scheme (coupled with the deci¬ 
sion not to hamper the mo vement of money) 


is intent on weakening these initiatives 
and destabilising local-l^t capitalism; the 
ultimateobjectiveistoderegulatecurrency 
marirets, break down remaining impedi¬ 
ments to the movement of c^td and dis¬ 
mantle state control over monetary policy. 

By legitimising mechanisms which book 
global debt and destabilise national 
economies, G-7 policy-makers have also 
sowntheseedsofdestniction. Thecreation 
of unsurmountable debts is backfiring on 
t lie world’s most powerful financial actors. 
Ihe resulting dislocations in production, 
the drying up of consumer markets 
(following the simultaneous collapse in 
the standard of living in a large number 
of countries) has resulted in a proliferation 
of non-performing loans. 

The inexorable accumulation of global 
wealth has backiashed on the real economy 
leading to the disengagement of human 
and material resources. Physical assets 
stand idle or are withdrawn from the market 
process resulting in plant closures, lay offs 
and corporate bankruptcies. Poverty and 
unemployment are the result of massive 
overproduction (marked by overcapacity) 
in virtually alt sectors of activity. 

The speculators are caught in the twirl: 
in a cruel irony, financial turmoil is back- 
tiring on the financial institutions which 
provoked market instability in the first 
place. Bank losses are not limited to Korea, 
Japan or China; some of the west’s largest 
Imancial institutions (involved in shaky 
investment deals, high risk trade in hedge 
funds, heavy expo.sure to emerging market 
debt, etc) arc now getting a bitter taste of 
iheir own economic medicine. 

Heavy bank losses have also triggered 
the lay off of thousands of employees on 
Wall Street. At J P Morgan, Merrill Lynch 
and Credit Suisse-First Boston, etc, pre¬ 
viously affluent and successful brokers 
have been nithiessly driven onto the streets. 

Desiabilising Impact or HtixsE Funds 

Some of the world's largest banks and 
brokerage hou.se$ on both sides of the 
Atlantic have incurred heavy losses: Citi 
group. Bank of America, the Dresdnerand 
Deutsche banks (hit by massive default on 
Russian debt), UBS-SBC, Credit Lyonnais, 
Merrill Lynch, ING Baring. Credit Suisse- 
First Boston, to name but a few. Most of 
these banks can be considered as ‘institu¬ 
tional speculators’ with formal links to 
tlieirnumerous affiliated hedge funds. UBS 
IS under investigation in Switzerland for 
its shady deals with the LTCM hedge 
fund; Bank of America, the largest US 
bank, has declared a 1.4 billion cr^it loss 
following the demise of its Wail Street 
hedge fund D E Shaw.'^ 

Rather than curbing speculative trade, 
tlte G-7-IMF precautkmary fund provides 


a green light to the hedge funds routindy 
involved in speculative operations. A large 
share of the^ hedge funds operate from 
offshore banking havens to escape 
government regulation and taxes. 

The political consensus among 0-7 
ministers of finance is that it would be 
unwise to regulate the hedge funds. 
Echoing Wall Street and the US Federal 
Reserve Board, the Bank of England has 
urged hedge funds to regulate themselves 
underscoring thefaetthattighterreguiation 
of hedge funds could prove .self-defeating. 

The dramatic rescue by a consortium of 
Wall Street firms of the LTCM hedge fund 
in September 1998 (crippled with debts 
of more than three billion dollars) is but 
the tip of the iceberg in a global cobweb 
of over four thousand hedge funds. LTCM 
was run by a former Salomon Brothers 
executive, John Meriwether. 

Described as “pool partnerships of 
wealthy inve.stors”. the hedge funds were 
created and bred by the financial estab¬ 
lishment. .serving the t nterestsot the banks, 
corporations and rich individuals. They 
have become an integral part of the struc¬ 
tures of investment banking with reported 
capital of some 3(X) billion dollars. How¬ 
ever, through highly leveraged operations, 
this capital of 300 billion has been multi¬ 
plied to reach astronomical figures: 
LTCM’s fund manager John Meriwether, 
for instance, had invested 500 million for 
every million in capital with operations 
totalling an estimated exposure of 200 
billion dollars. The latter amount is the 
exposure (through shady investments in 
emerging markets) of a single hedge fund 
out of a total of four thousand hedge 
funds! Needless to say, a large share of 
hedge fund business transacted in the off¬ 
shore banking havens goes unrepoited. 

The hedge funds have contacts in high 
places; they also wield considerable in¬ 
fluence in determining the direction of 
G-7 reforms. They have the ability of 
moving billionsof dollarsaround the world 
overnight overshadowing the powers of 
governments. Their operations are pre¬ 
dicated on the manipulation of market 
forces: the hedge tunds capture large 
amounts of wealth from the real economy 
ultimately leading to the accumulation of 
enormous debts and the demise of pro¬ 
ductive activity. 

Combined with the plight of the peri¬ 
pheral bond markets, a failureof the hedge 
founds would backlash on tlie entire struc¬ 
ture of western banking including its more 
than SS offshore facilities (e g. Cayman 
Islands. Bermuda, Luxemburg, etc). In 
turn, stock market instability threatens the 
future of mutual funds and pension funds 
(many of which also include speculative 
investments in their portfolio). 



five times the Marshall Plan). In retom, 
Russia will receive a meagre $ SOO million 
in US Food Aid on condition it faithfully 
conforms to the IMF's economic agenda. 

Through theirdecision, G-7 leaders have 
sanctioned the destruction of monetary 
policy and the derogation of national 
economic sovereignty. Through the 
manipulation of currency markets, bil lions 
of dollars of money wealth will be 
transferred fmm the vaults of central banks 
into private financial hands. Total avai labic 
foreign exchange reserves in the vaults of 
the world's central banks is less than the 
daily forex turnover of more than 1,200 
billion dollars. A small number of global 
creditors will control money creation. 

In turn, this demise of central banks has 
contributed to dramatically boosting the 
levels of global debt while furthering the 
proce.ss of economic and social collapse. 
G-7 political leaders bear a heavy burden 
ot responsibility in adopting a .scheme 
whichcontnbutes toaggravating the global 
economic crisis. Moreover, they have 
blatantly misled the international com¬ 
munity on the likely con.sequen(;es of the 
multibillion dollar precautionary fund. 

The speculative assaults not only boost 
the levels ol external debt in developing 
countries (e g. Korea, Indonesia, Brazil), 
they aLso contribute to heightening t he debt 
burden in G-7 countries: the financing of 
the bail outs (under the multibillion pre¬ 
cautionary fund) will largely come from the 
public purse requiring the issuing by G-7 
governments of vast amounts of public 
debt. Ironically, the latter will be under¬ 
written by the same investment banks 
niutinclyinvolvcdintlicspecuiativeas.saults. 

In other words, the G-7 proposal is con¬ 
ducive to a massive increase in the levels 
of public debt while at the same time 
creating conditions which accelerate the 
collap.se of production and employment. 
The latter in turn trigger the accumulation 
of large amounts of personal (household) 
debts, non-performing loans of small and 
medium sized enterprises, etc, leading to 
bankruptcies and loan forfeiture. 

The 90 billion dollar deal was hastily 
put together by US treasury officials 
following consultations behind closed 
doors with the representatives of the 
world's largest banks and brokerage 
houses. The precautionary facility is to 
provide *short-tenn’ contingency financing 
at substantially higher interest rates (300 
to 500 base points above the IMF standard 
lending rates). 

In other words, financing will be 
available at 3 per cent (or more) above the 
current IMF soft lending rate of 4.7 per 
cent. This pattern imposed by the US Con¬ 
gress in October (in relation to the $ 18 
bi Won US contribution to thefund) violates 


the sttf utes of the IMP as an inter^vem- 
niental body; it derogates the Bretton 
Woods agreement of 1944. While it in¬ 
creases the burden of servicing the debt 
under the bail out. it also reduces the 
repayment period (i e, from the .standard 
three to 10 years to one to 2.5 years). In 
other words, the bail out money provided 
u nderthe fund would (within a short period 
of time) have to be rescheduled with private 
lending institutions at market rates of 
interest. 

In other words, the G7-IMF scheme not 
only artilicially inflates the debt burden 
(by hiking up interest rates), it also 
establishes conditions which favour the 
eventual privatisation of the bail outs. In 
this context, policy conditionalities would 
be negotiated by the global banks (rather 
than by the Ih^): "[Mlechanisms could 
he designed ahead of lime to ensure the 
timely involvement of the private [banking] 
sector in providing liquidity .support to 
countries in times of financial stre.ss".-'* 
The-banks have hinted that what they 
realty want is a de facto private sector 
bureaucracy (which they can more effec¬ 
tively control) rather than a cumbersome 
intergovernmental body. This overhaul of 
the IMF is to be carefully supervised by 
the US treasury acting on behalf of Wall 
Street. In other words, the IMF has also 
been brought more directly under the 
political tru.slceship of the US adminis¬ 
tration in blatant violation of its inter¬ 
governmental status. Overshadowing the 
IMF (and limiting its authority to conduct 
future negotiations with member govern¬ 
ments), the congressional appropriation 
bill had identified precise loan condi¬ 
tionalities to be inserted in future IMF bail 
outs (including provisions which facilitate 
the dumping of US grain surpluses as well 
as the “enactment of bankruptcy laws that 
treat foreigners fairly”). 

Sm i'CAixiRs Cali. iHb Shois 

After the meltdown of Wall Street on 
Black Monday August 31, 1998, G-7 
leaders had pointed nervously to the need 
for 'taming financial markets’. Propo.sals 
to control the unfettered movement of 
money had been put forth. British prime 
mini.ster Tony Blair highlighting the 
shortcomings of the IMF, had called for 
an overhaul of the Bretton Woods 
institutions: “the existing system has not 
.served us terribly well...”* 

Mea culpa by renowned speculator 
George Soros: “financial markets are in¬ 
herently uastable, which can cause tremen¬ 
dous damage to society’’.^ Frictions bet¬ 
ween the Bretton Woods sister organisa¬ 
tions had also surfaced at their annual 
meetings in October 1998. In an admonish¬ 
ing statement, the senior vice-president of 


the WorldBank, Joseph Stiglitz. publically 
expressed his disapproval of the 
Washington consensus. 

In the meantime, despite renewed stock 
market instability in developing countries, 
the storm had temporarily settled on Wall 
Street much to the relief of New York’s 
major brokerage houses. Caving in to the 
demands of the global banks, the issue of 
capital controls had been casually dropped 
from the political agenda; “the new buzz¬ 
words are ’sequencing’, ‘orderly capital 
account liberalisation’, ‘regulations, yes, 
restrictions, no’".® 

A new invigorated ‘Washington con- 
.sensus’ was in the making. The unfettered 
movement of capital was presented as the 
sole means to achieving global prosperity. 
According to UBS-SBC George Blum and 
Citigroup's William Rhodes speaking on 
behalf of some 300 global banks and 
brokerage houses: “capital controls will 
seriously damage medium-term prospects 
for rai.sing standards of living".’ Neo- 
liberal economic policy was alive, .specu la- 
tors rather than elected politicians were 
calling the shots. G-7 leaders together 
with the Bretton Woods tn.stitutions had 
formally invited the global banks “to be 
involv^ appropriately in crisis manage¬ 
ment and resolution”. "^In an absurd logic, 
tho.se who foster financial turbulence 
are called in to identify policies which 
attenuate financial turbulence. 

In turn, the broader structural causes of 
the economic crisis remain unheralded. 
Blinded by neo-liberal dogma, policy¬ 
makers are unable to di.stinguish between 
solutions and causes. Public opinion is 
misled. Lost in the barrage of self-serving 
media reports on the deadly con.sequcnces 
of ‘economic contagion', the precise 
‘market mechanisms’ which trigger 
financial instability are barely mentioned. 
Despite mounting criticism directed against 
the Bretton Woods institutions, the G-7 
decision not only upholds hut strengthens 
the IMF’s lethal economic medicine as the 
unequivocal ‘solution’ when in fact it 
is the 'cause' of economic coilap.se and 
financial turmoil. 

With the exception of token rhetorical 
statements on the destabilising impacts of 
currency and stock market speculation, no 
concrete revisions of the macro-economic 
agenda have been put forth. The G7-IMF 
precautionary fund entrenches the rights 
of speculators; it provides an unconditional 
green light to financial institutions to 'short 
.sell* national currencies all over the world. 

Development of a Private Sector 

BUREAUCRAtV 

The global banks decide on what 
constitutesa ‘politicallycorrect’ economic 
agenda. The new ‘financial architecture’ 



i& to be based on the temoval of all re¬ 
maining barriers to capital movenMsnts. 

According to Alan Greenspan, chairman 
of the US Federal Reserve Board, fmatKial 
markets are too complex for public 
regulators to oversee: "Twenty-firstcentury 
regulation is going to iiKreasingly have to 
rely on private counterparty surveillance 
to achieve safety and soundness [of Finan- 
cial markets]...”'' More generally, the ten¬ 
dency Is toward a sy.stem of ‘private regu¬ 
lation* (under the direct control of banks 
and MNCs) in which governments and 
intergovernmental bodies would play a 
subsidiary role. In other words, the .sUangle- 
hold of creditors over the state apparatus 
mall major regions of the world (including 
North America and we.siern Europe) is 
conducive to the development of a private 
sector bureaucracy which oversees activi¬ 
ties previously under state jurisdiction. 

This dismantling of the state, however, 
IS nut limited to the privatisation of social 
pmgrammes and public utilities, corporate 
capital also aspires to eventually acquire 
control overall state-supportcdcivil society 
activities. Cultural activitie.s, the perfor¬ 
ming art.s. sport.s, community services, etc, 
would be transtormed into profit making 
ventures In this regaid. the proposed 
Multilateral Agreement on Investment 
(MAI) purports to deregulate foreign 
investment, dismantle state institutions and 
translorin all state supported civil society 
activities (eg. at municipal level) into 
money making operations. 

In parallel with the forced removal ol 
impediments on the movement of capital 
through the disruption ot currency markets, 
the political power brokers of the free 
market will continue their relentless drive 
to entrench the rights of banks and 
corporations in several legally binding 
agreements including the MAI (now under 
WTO auspices) and the equally contro¬ 
versial amendment of the IMF articles on 
capital account liberalisation. 

Combined with overt political pre.ssures 
by Washington, the G7-IMF multibillion 
dollar fund will also be used to finance 
future speculative assaults on countries 
such as China (iiKluding Hong Kong), 
Malaysia. Taiwan, Chile and more recently 
Russia (under prime minister Primakov) 
which havedclled the free maikctby adop¬ 
ting foreign exchange restrictions and/or 
controls on .speculative transactions. The 
Taiwan authorities, forin.<aance, took mca- 
•sures ”to prevent illegal trading of funds 
managed by George Soros which have 
been blamed for causing the local stock 
market to fall”.'* Hong Kong has intro¬ 
duced measures which curb short-selling 
of stocks and currency speculation.'^ 
The G-7 scheme (coupled with the deci¬ 
sion nottohampertte movemeattof money) 


is intent on weakening these initiatives 
anddestabilisinglocal-levelc^talism; the 
ultimate objective is to dereguiatecurrency 
maricets, break down remaining impedi¬ 
ments to the movement of capital and dis¬ 
mantle state control over monetary policy. 

By legitimising mechanisms which boost 
global debt and destabilise national 
economies, G-7 policy-makers have also 
sowntheseedsof destruction. Thecreation 
of unsurmountable debts is backfiring on 
die world’s most powerful financial actors. 
Ihe resulting dislocations in production, 
the drying up of consumer markets 
(following the simultaneous collapse in 
the standard of living in a large number 
of countries) has resulted in a proliferation 
of non-performing loans. 

The inexorable accumulation of global 
wealth has backlashed on the real economy 
leading to the disengagement of human 
and material resources. Phy.sical assets 
stand idle or are withdrawn from the market 
process resulting in plantclosures, lay offs 
and corporate bankruptcies. Poverty and 
unemployment are the result of massive 
overproduction (marked by overcapacity) 
in virtually all sectors of activity. 

The speculators are caught in the twirl: 
in a cruel irony, financial turmoil is back- 
finng on the financial institutions which 
provoked market instability in the first 
place. Bank losses are not limited to Korea, 
Japan or China; some of the west’s largest 
tmancial institutions (involved in .shaky 
investment deals, high risk trade in hedge 
I unds, heavy exposure to emerging market 
debt, etc) arc now getting a bitter taste of 
ilieir own economic medicine. 

Heavy bank los.ses have also triggered 
the lay off of thousands of employees on 
Wall Street. At J P Morgan, Merrill Lynch 
and Credit Suisse-First Boston, etc, pre¬ 
viously affluent and successful brokers 
have been ruthlessly driven onto the streets. 

DbSTABII.ISING IMPACT OF HbtXjb FUNDS 

Some of the world’s largest banks and 
brokerage houses on both sides of the 
Atlantic have incurred heavy losses: Citi 
group. Bank of America, the Dresdner and 
Deutsche banks (hit by massive default on 
Russian debt), UBS-SBC, Credit Lyonnais, 
Merrill Lynch, INGBaring, Credit Suisse- 
first Boston, to name hut a few. Most of 
these banks can be considered as ‘institu¬ 
tional speculators’ with formal links to 
theirnumeiousaffiliated hedge funds. UBS 
I.S under investigation in Switzerland for 
its shady deals with the LTCM hedge 
fund; Bank of America, the largest US 
bank, has declared a 1.4 billion credit loss 
following the demise of its Wall Street 
hedge fund D E Shaw.'^ 

Rather than curbing speculative trade, 
(he C-7-IMF precautionary fund provides 


a green light to the hedge funds routinely 
involved in speculative operations. A large 
share of these hedge funds operate from 
offshore banking havens to e.scape 
government regulation and taxes. 

The political consensus among G-7 
ministers of finance is that it wcwld be 
unwise to regulate the hedge funds. 
Echoing Wall Street and the US Federal 
Reserve Board, the Bank of England has 
urged hedge funds to regulate themselves 
underscoring the fact that tighter regulation 
of hedge funds could prove self-defeating. 

The dramatic rescue by a consortium of 
Wal I Street firms of the LTCM hedge fund 
in September 1998 (crippled with debts 
of more than three billion dollars) is but 
the tip of the iceberg in a global cobweb 
of over four thousand hedge funds. LTCM 
was run by a former Salomon Brothers 
executive, John Meriwether. 

Described as ‘‘pool partnerships of 
wealthy investors”, the hedge funds were 
created and bred by the financial estab¬ 
lishment, serving the interestsofthe banks, 
corporations and rich individuals. They 
have become an integral part of the struc¬ 
tures of investment banking with reported 
capital of some 300 billion dollars. How¬ 
ever, through highly leveraged operations, 
this capital of 3(X) billion has b^n multi¬ 
plied to reach astronomical figures: 
LTCM’s fund manager John Menwether, 
for instance, had invested 500 million tor 
every million in capital with operations 
totalling an e.stimaied exposure of 200 
billion dollars. The latter amount is the 
exposure (through .shady investments in 
emerging markets) of a single hedge tund 
out of a total of four thousand hedge 
funds! Needless to say, a large share of 
hedge fund business transacted in the off¬ 
shore banking havens goes unrcportcd. 

The hedge funds have contacts in high 
places; they also wield considerable in¬ 
fluence in determining the direction of 
G-7 reforms. They have the ability of 
moving billions oi dollarsaround the world 
overnight overshadowing the powers of 
governments. Their operations are pre¬ 
dicated on the manipulation of market 
forces: the hedge iunds capture large 
amounts of wealth from the real economy 
ultimately leading to the accumulation of 
enormous debts and the demise of pro¬ 
ductive activity. 

Combined with the plight of the peri¬ 
pheral bond markets, a failure of the hedge 
funds would backla.sh on the entire struc¬ 
ture of western banking including its more 
than SS offshore facilities (e g. Cayman 
Islands, Bermuda, Luxemburg, etc). In 
turn, slock market instability threatens the 
future of mutual funds and pension funds 
(many of which also include speculative 
investments in their portfolio). 



MeRCiEK FkENZY 

The G-7'.s new financial architecture 
favours an atmosphere of cut-throat 
competition leading to a new wave ot 
mega-mergers and acquisitions. In turn, 
the merger frenzy has contributed to 
artificially boosting the New York Stock 
Exchange to new record heights. The 
multibillion spoils ot currency and stock 
market speculation are channelled toward 
the acquisition of real assets: the enormous 
cash reserves accruing to institutional 
speculators are also recycled toward the 
financing of corpoiate mergers including 
the purchase of state assets under the 
numenius privatisation programmes. 

In tum.currency speculation inemerging 
markets has favoured the dislocation of 
national capitalism in Asia and Latin 
America and the demise and subordination 
of the IcKal economic elites leading to an 
unprecedented concentration ot global 
economic and financial power. In the wake 
of the IMF-sponsored bail outs, global 
corporations - out on a lucrative shopping 
spree in Asia • have acquired control over 
numerous troubled national enterpn.ses and 
financial institutions. 

The formation of new global alliances 
between European and Amcncan capital 
has rapidly changed the balance of power 
inthe worldmarkct. With the mergcrtxaim, 
British and German banking interests have 
(inter <i/io) joined hands with Wall Street 
leading to the formation of powerful 
financial giants. 

Banker's 7'rust-Dcut.schc Bank, BP- 
Amoco, Daimler-Chrysler, to name but a 
few: the mega-mergers are proceeding at 
a very rapid pace in banking, mining, oil 
and gas, etc, as well as in the hi-tech 
industries (computers, telecommunica¬ 
tions, electronics, biogenetics). The mega- 
mergers are also contributing to redefining 
the geopolitical landscape of the post-cold 
war era. Whereas the former Soviet Union 
has been defeated as a superpower, the 
onslaught of the Asian currency cri.sis has 
.significantly undermined the economic 
dominion of Japan in the Asia-Pacific 
region. 

In turn, the Euro-American banking 
conglomerates are shareholders in the 
world’s largest industrial coiporations(e g, 
Deutsche Bank has a sizeable stake in 
Daimler-Chrysler), they also oversee the 
re.structuring ol national economies (under 
the bai I out agreements) in ea.stcro Europe, 
the Balkans. Latin America and south-east 
Asia. These Atlantic corporate alliances 
in banking and industry seek to edge out 
weaker competitors including their 
Japanese rivals. Moreover, financial 
deregulation has also opened up the 
Japanese economy to corporate buyouts 


by western investment banks. Supported 
by the G 7-IMF economic agenda^ the 
expansion of Euro-American capital into 
new frontiers is contributing to under¬ 
mining Japan’s po.sition as an economic 
ptiwer. 

A false consciousness has invaded all 
spheres of critical debate and discussion 
which masks the workings of the global 
economic system; at the same token, it 
also prevents the international community 
from acknowledging its devastating 
linpactson people all overthe world. What 
are the causes of the crisis as well as the 
powerful financial interests which are 
responsible for financial turbulence and 
economic dislocation? 

Public opinion has been skilfully misled: 
the western economy is said to be ‘ healthy': 
economic infection is spreading from Asia 
and Russia (designated as ‘sick eco¬ 
nomies’); politicians, mainstream econo- 
mi.sts and the western media have con¬ 
tributed to trivialising and distorting the 
causes of the global economic cri.sis. not 
to mention the formulation of stylised 
'solutions': “we mu.st stave off the growing 
Hu because flu proves to be contagious.” 

Freezino Speculative Tran.sactions 

The most urgent task consists in 
subjecting financial markets to public 
scrutiny and social control. A Tobin tax 
will not suffice in reversing the tide of 
destruction: ‘financial disarmament’ 
requires freezing (nationally and inter¬ 
nationally) the entire gamut of speculative 
instniments, dismantling the hedge funds, 
reintroducing controls on the international 
movement of money and progressively 
breaking down the structures ui offshore 
banking which provide a sale haven to 
‘dirty money’ and the flight of undeclared 
corporate profits. While these preventive 
measures do not constitute a (long-term) 
solution to the global economic cri.sis, 
they would nonetheless contribute to 
significantly slowing down the accumula¬ 
tion of money wealth and attenuating the 
devastating impacts of currency and stock 
market speculation on millions of people. 
In the words of Malaysia’s Prime Minister 
Mohamad Mahathir; “unless (speculative] 
currency trading is recognised as the toot 
cause of the present problem, corrective 
actions cannot be made...Cosmetic 
adjustments will not do any good at ali.”*-^ 
Beyond the adoption of short-term 
preventive measures geared toward 
freezing speculative trade, far-reaching 
changes in the structures of the global 
economic system are required, which 
reverse the concentration of financial 
power and restore the democratic control 
of .stKiety over the levers of economic 
policy. As a first step, the Washington 


consensus must be broken, theIMFs lethal 
economic medicine must be discarded; in 
turn the mechanics of macro-economic 
reform must be reversed requiring the 
establishment of ’an expansionary 
economic agenda’ geared towardrestoring 
wages and alleviating global poverty. 

Of crucial importance is the concurrent 
“democratisation of central banks’. Under 
the present setup, creditors and speculators 
control money creation including the 
financing of state economic and social 
programmes, the payment of wages, etc. 
In other words, what is at stake is not only 
the cancellation of enormous ppblic debts 
held by private financial institutions but 
al.so the rcappropriation by society of 
monetaiy policy, i e, the democratic control 
by society of money creation and the 
process of financing economic and social 
development. 

In turn, the process of dismantling the 
Washington consensus will also require 
(in close co-ordination with the proce.ss 
of “financial disarmament”) the continued 
.struggle against a number of legally binding 
international agreements (e g, under WTO 
and IMF auspices)'* which establish an 
‘enabling environment' for MNCs and 
global banks. 

Notes 

1 Quoted in Financial Times, London, October 
31-November I, 1998 See also G-7 
Communique, October 30, t998 

2 David Sanger, ‘Wealthy Nations back Plan to 
Speed Help to the Weak’. New York Times, 
October 31, 1998. 

3 Sec Financial Times, London. December 27- 
28. 1997, p 3. 

4 See US Bureau of Labour Statrstics, 
Purchasing Power oj the Dollar, 1950-1995. 
The Morsl^l Plan transferred 13 billion dullan> 
of US aid from 1948 to I9SI, equivalent to 
86.6 billion dollars at I99.S pnees. See also 
Barry Elchengreen and J Bradford de Long, 
The Marshall Plan: History’.s nrost Successful 
Structural Adjustment Programme. CEPR 
discussion paper. May 1992. 

5 IMF, Strengttening the Architecture of the 
International Monetary System, Wa.shington. 
October 1998, p 5. 

6 Financial Times, September 21. 1998, p I. 

7 Reuters(pre$sdispotch),NoveinberlO, 1998. 

8 See Robert Wade. ‘Behind the Big Push for 
Free Movement of Capital’, nird World 
Resurgence, No 98, October 1998. 

9 Institute of International Finance, Press 
Release, TcAyo, September 13, 1998. 

10 G7 Communique. October 30, 1998. 

11 Quoted in ‘Greenspan uiges Repair of Global 
Architecture’. American Banker. October 
1998. 

12 Martin Khor, ‘Tide turaing on Financial Free 
Market’. Third World Resurgence, no 98. 
1996, p 32. 

13 Ibid. 

14 Financiat Times, London, October IS, 1998, 

P L 

15 MohamadMahathir.quoiedintheSrruirThnat, 
November 3. 1998. 



0«e«mlMr199t 


Trade Unions and Women Workers in Tea Plantations 
Kanchan Sarkar 
Sharit Bhowmik 

Culture Structure and Working Class Politics 
Leela Fernandes 

Political Economy of Labour and Development In Kerala 
K P Kannan 

Industrial Sickness and Workers Case of Gujarat Textile Industry 

SS Mehta 
Dinesh Harode 


A 




Itade Unions and Women Workers 
in Tea Plantations 

Kanchan Sarkar 
Sharit K Bhowmik 

De\pit{ loiminfi half the lahout fai/t in planatwns, women workers have remained marginalised in trade 
unions of plantation wntkeis A studs of three tea plantations in the Dooars and Terai ureas of north Bengal 


mis pjiwi dfdls with the tnvolvcmcnt of 
women woikeis in trade unions Though 
women form hall the labour loice in tea 
plantations tiuir partiiipation in trade 
union asiiMtics has been low Based on 
held data colleeted liom three tea plan 
tations situalr d in the two lea pniducing 
disinels inihe northern part ol West Bengal 
this papci II les lo examine the reasons loi 
then low level ot pailieipatron I wool the 
plantations aie in tin Jalpaiguii disiriet 
and one is in the plains ot Darieehng 
distiiet I he tea mowing area in lalpaiguri 
disiiit t IS known is Dooars and the plains 
ol Daneehiig distiiel are known as Terai 

As mentioned above the partietpation ot 
women in the plantation laboui loree hcis 
been high In I9<)4 the lea plantations in 
India e'lnploved 11)28 694 permanent 
workeis ol whom ^96 SOS weie women 
ami 4 80 067 were men Adolesecnis and 
ehildieii (workeis below 18 and below 14 
vears ies|reelivelv) totalled S2 122 'The 
figures lor West Bengal (or (he sariK* year 
were 2S8 448 workers with I 27 869 
women I 18 482 men and 12 097 
adoleseents and children-The high 
proportionol women workeis in this industry 
IS contraiv to the geneial tiend in the 
organised secloi wheie the piopoition ot 
women workci s in t he labour (oree has been 
declining Weshalltrytoex^piinetheicasons 
(or this But before that it is necessary to 
discuss some ot the features ot [ilantation 
lalmiii in ordei to examine this problem in 
a widei eoniext 

IrvriKisoi Pi sMAiiov Laboi K 

I he plantation has a distinct Ivrm ol 
production oiginisation which gives rise 
to eeitain specific social relations 
Plantations it quire large tracts ol 
cultivable land and a large laboui force 
I he <uc IS most suited toi plantation e lops 
vveie sparsely populated and hence local 
laboui was not easily available Thus 
duiing the toinutive ycais plantations 
taccdthepiobleinol acute laboui shortage 
They had to depend on migiant labour 
whose migration had to he induee*d by the 
planters The cotton plantations in Noith 
Amciica, sugar plantations in Biitish 
Guyana Fiji and Cuba, rubbei plantations 
in Malavsia and tea plantations in India 


and Si i I anka depended on immigrants 
as labour The early plantations in Amcnca 
and the C'aiibbean were tun by slave 
laboui Alter the slave trade was banned 
bv Britain and I ranee, indenture became 
the common mode ol recruitment 

Scarcity ol labour was only one ol the 
leasons (or resorting to the recruitment of 
slave or indentured labour In the normal 
coin sc when thcic is shortage ol laboui. 
wages increase in order to attract more 
laboui Forexample, wagesol textile labour 
III Bombay (now Mumbai) increased trom 
Ks 7 and 12 annas per month in 1860 62 
to Rs n and 12 annas per month in 1861 
because the rapidly expanding industry 
was I icing laboui shortage ^ During this 
s line penod wages ol lea plantation wor 
keis in Assam remained static at Rs ^ pci 
month despite acute shortage ot labour 
Hence there were other leasons tor the 
e’mplovnicnl ol untrec laboui 

Since the plantation industi v is labour 
intensive cheap labour is the most 
important moans lor incii'asing piotils 
Hence employment ot indentured or slave 
I ihour ensured that the employers could 
hold a captive labour toice which w.is 
hound to work on whatevci wages were 
olleicd 

As a result almost the entiie labour 
force in the tea plantations in West Bengal 
comprises immigrants and their 
descendents Ihe workers in Dooars and 
I oral are ti ibals mainly trom central India 
namelv Chota Nagpur and Santhal Pargana 
regions of Bihar and the contiguous tribal 
aieas in Madhya Pradesh and Oiissa 
Oiaons constitute loughly hall Ihe 
popuhition and the rest comprises munda, 
kharia santhal lohar baraik.etc Around 
20 per cent ol the labour forte consists 
ol immigrants tiom Nepal who belong to 
chtteient caste groups All these workers 
and (hen families are now permanently 
settled in theirrcspcctive regions and have 
little contact with their places ot origin 

Ri ASONS i-oR Emw oymfnt or Women 
Workers 

1 he permanent settlement of workers in 
and aiound the plantations is mainly 
because recruitment ot workers in theearly 
stages was family based Workers were 


encouraged to migrate lo the plantations 
with their lamilies This seivcd two 
purposes First, Ihe planteis wanted cheap 
labour who would be permanently settled 
in the plantations This could he achieved 
by encouraging families to migrate lathei 
than individuals Theentiie family - males 
females and children worked on the 
plantation at wages determined by the 
planteis Scumd, family migrationensuied 
that laboui could be reproduced which in 
turn would ease Ihe problem of lurther 
reciuitnicnt in the future 

Tea plantations in West Bengal thus 
have four categories of workers male 
female adolescent and children Male and 
female workers are those above the age 
ol 18 years Workeis who aic moic than 
14 vears old but below 18 yeais an 
adolescents and childien aie those below 
I4 ycais Along with the high lale ol 
female employment employment ol 
children is anothet distinct feature ol the 
lea industty This is legally permitted by 
the Plantation I abour Act 

The main leason put forth by Ihe 
employers foi the high employment ot 
women is that work in the plantation is 
to a large extent gendei specific Women 
aie considered more cllicicnt m plucking 
of lea leaves while men are better in othei 
types of work relating to maintenance ol 
the plantation Adolescents are engaged 
for spraying of pesticides and wecdicides- 
and children arc used tor clearing the 
undergrowth I his is not vety convincing 
because though women arc mainlv 
engaging in plucking of leaves, males 
adolescents and children ton aie engaged 
in this activity along with the other woik 
given to them 

In reality the division of labour among 
the sexes is more a matter ot convention 
or more likely a belief, than a scientific 
reality The mote important reason torihi 
employment of women is because ot the 
family-based employment system in the 
earlier stages As mentioned earlier 
families migrated to (he plantations and 
ail members were engaged in wmk This 
tradition has continued In fact the 
employers have used the widespreatr, 
employment ol women as a means ol 
keeping wages depressed 



The concept of a need-based mininHiin 
wage was put torth by the 50th Indian 
I about Conference in 1957 Accoiding 
10 the guidelines set up by the conference, 
1 need-based minimum wage muM take 
into account the minimum needs of food 
clothing fuel and housing ot three units 
ol consumption Subsequently in 1958 the 
C entral Wage Board tor the! ca Plantation 
Industry was I oi med to dec ide on the need 
based minimum wage tor tea plantation 
woikcrs 

The employeis lepresentatives on the 
wage boaid stiongly objected to the 
lormula accepted by the Indian I about 
( oiitcicnce Ihev atgued that since 
employment in the plantations was 
f iniily bised Ihicc units ol consumption 
w IS too high as c very family had at least 
two woikeis Hence they suggested that 
only I 5 units ol consumption should be 
taken lor determining the need based 
minimum wage I he wage hoaid found 
this aieumeiil b.iseless and commented 
I he lamilv svstem ol employment cannot 
he Lonsidcicdas unique tothctea plantation 
industrs and e\en if it had been so it is 
1 matter ol consideration whether it is 
lustilicci foi emploseistoci umheiiclit ol 
It by wav ol low wiges lor male wage 

I iincis lailici in 1910 the Royal 
( ommission on I abour in India had also 
put forth a siinilai argument against the 
low wages paid bv the planUis^’ 

Ihc cinplovcis howcvei obstinatelv 
stuck to thill concept ot wage delci 
minalion F mails the wane boaid had to 
loiicidc then Slew as a result ol which 
ic I plantation workers arc the lowest paid 
in the oit’anised sector Ihc I icl remains 
that the planleis have used Ihc existence 

I I Ihc highcinplovnicniot women woikers 
to keep wages low 

PROBI I MS Ol Wovil S WoRKI RS 

Women among the tribal plantation 
woikcis arc comparativelv nioie tiee than 
in tiachlional Hindu society One can find 
ihat the piefeience tor sons which exists 

III Hindu society is absent among them 
Both males and lemales woik outside the 
house eithei m Ihc plantation oi in 
agiiculturc In maiiiagc the girl has an 
iqual say as the hoy in choice ol iici 
spouse This soil ol choice is hardly then 
III most lypcsol iiadilional Hindu siKieties 
where the giil generally has no say in 
selection ol a spouse Bride price is also 
given to the giil s parents Hence women 
arc not viewed as a liability m their s(x.iely 

Yet It would be incorrect to assume that 
women enjoy equal rights with men 
Though women have more freedom, tnbal 
society remains male dominated Women 
aie expc'clcd to look aftei the household 


chores which include cooking, fetching 
waterandraisingchildien These activities 
prevent them from actively participating 
in activities outside their work and 
household which affects theirpaiticipation 
III ti ade unions At the same time this gives 
more scope for the males to participate in 
activities outside their work in the plan- 
l.itinn Howeventhese sacrifices arc rarely 
acknowledged by the males as the woman' s 
role in the household is taken for granted 
The inequality between sexes in the social 
hie IS perpetuated in the workplace as well 
I ill the Equal Remuneration Act was 
passed in 1975 women workers were paid 
lower wages than males WonK'ii are kept 
in llic category of daily rated workers and 
aic never promoted to the supervisory 
category (known as sub-stall) In the trade 
unions loo one rarely hnds women workers 
III the leadership There aic a tew cases 
where women toim the leadership in the 
plantation unit ol a trade union but this is 
mvanabiy bcc<iuse thcic are no umipetent 
male leadeis Hence one can sec that the 
divide between the sexes is pn'valent in 
ill aspects ot the workets lives Hiisgcnc- 
1 illv impedes the involvement of women 
in trade unions We will lixik into this issue 
Ml more detail in the following sections 

WoMi s ANoTRAor Umov Mi mbirsiiii 

1 he trade union movement came to the 
ti a industry in West Bengal at a fairly late 
stage in 1946 Workers in this industry 
weic unlatniliar with the methods ol 
c olli cti vt baigainmg tor Ihc lirsl 75 ycais 
ol Its existence However alter Ihe I95{)s 
llie tiadc union movement spread rapidly 
and it present there is hardiv a plantation 
w he IC workers are not under the inllucnce 
ol one of the seveial trade unions In 
DiKiars and Tcrai almost all the national 
liadc union federations have their unions 
Ihese include ( HU INIUC UTUC 
IIMS AiniC The only exception is the 
BMS In addition the'rc aie a large numboi 
ol smaller and local trade unions 
The high degree ot unionisation includes 
w onKn woi kers A sui v cy conducted by ihe 
I about Bureau in the' I ut' 1970s^ showed 
Ihat woiTKii constitule'd 52 per cent of the 
total tiadc union niunbciship in Ihc 
sampled plantations Our study ot the three 
plantations covered showedasimilar trend 
These plantations were studied in 1992 
The three tea plantations covered were 
I altain rerai,Angrabhasha in the eastern 
pail ol Dooars and Kuny in its western 
part The total numbet ot respondents was 
157 Purposive sampling was done so that 
lespondents from diflercnt age groups, 
major ethnic groups and trade unions could 
he covered In the tollowing sections we 
will deal with the level of literacy of the 


wom^ workdfs, ttienlbi^bip in the trade 
unions, awareness of their unions, 
participation in union activities, reasons 
for joining and changing unions and the 
prospects of development ol leadership 

Li-viloi Lrri-RAfv 

It was lound that Ihe level of literacy 
ol Ihe women was very low Whereas the 
literacy rate tot women in West Bengal 
was 47 15 per cent according to the 1991 
Census, the literacy rate for i he 1 5? women 
covered was a mere 11 jier cent Ol Ihe 
17 women who were liteiatc eight could 
only sign their names four had studied up 
to Ihc priinaty level and five had studied 
a tew yeais beyond Ihc piiniary level The 
general literacy level ol tea plantation 
workers in DiMiarsand Iciai was low, well 
below the slate as well as the respective 
distnet averages but the level of the women 
workers was less than hall that ut the men 
This was despite the fact that the Plantation 
Labour Act made ii m.indaiory lor ail tea 
plantations to provide lor primary 
education to the children ot the workeis ** 

I here were a number of reasons tor the 
low level ol literacy among the lea 
plant Jtu III w Ol kers As the plantations were 
usually isolated and communications were 
not scry good the only source of education 
lor most ol the workers children was the 
primary school in the plantation These 
scIkxiIs were badly niainlained in most ol 
the plantations Hioy did noi have adequate 
looms Ol teachers Moreover since most 
ol the primary schwil teacheis resided 
outside their plantations thev were irregular 
m Ihcir attendance 1 he geiicial apathy ot 
the employers and the government towards 
the education.il needs ol the workers and 
their lamilics was mainly responsible tor 
this situation 

Along with Ihe above reasons the lower 
literacy levels of Ihe women was caused 
hv the additional burden ot taking care of 
Ihc needs ot the family in many cases the 
girls did not go to school or had to drop 
out because thev had to take care of the 
younger children This again was due to 
another violation of the Plantation Labour 
Act The Act provides lor creches in all 
plantations employ mg TOoi more women 
but this washardly enloicod With the result 
younger girls had little tinK' toi schixil 
beture they staitcd working on the plan¬ 
tation or elsewhere in the vicinity The low 
literacy level ot the women limited then 
involvement in the trade union movement 

Mi-MBif-RsHiP IN Um \s 

While literacy was low wc lound Ihat 
Ihc women’s response to trade unions was 
high Only thicc of the respondents were 
not mcmiKrs ol a trade union Of the rest. 
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146 were members ot one union while 
eight weic members ot mote than one 
union I hose having multiple union 
membership anti the three who were not 
members ol an> union belonged to the 
same plantation Kuiti Fheie weie thiee 
unionsoptrating there which were hostile 
tooncanolher Intel union iivali^ had led 
to violence between the supporteis ol 
these unions Tins had made a section ol 
ihc workeis indilterent towards trade 
unions hence they prelcircd not to |oin 
any union Some ol the othei woikeis 
became memhets ol more than one union 
in order tt) phase the dillerent tactions 
The sitiidlion in Kuiti was not common 
Multiple unions did not necessatily lead 
to inter union iivaliv in most cases In the 
olhei tu o plantations too the worker s w ere 
divided into two unions /Vt the same time 
they weie membeis ol a single union and 
all the woikers were unionised In 
ditleicnce towaids iiade unions ot mem 
heiship in more than one union happened 
when unions were hostile to each other 
and they icsorted to phvsical coercion 

Rl SSONS lOR JolNIMi INioNS 

lire hieh rate ot niemhtiship ot unions 
gives the impression that women were 
actively involved in the tiade union 
movement However when wepiobedthc 
reasons toi loinine unions we got add teieni 
pictuie We lound that the most common 
reason lor loining a union was because tiu 
husband oi the lather ol the woman was 
a membei ol that union In the case ot 
mained women they became membeis ol 
the unions then husbands belonged to 
IJnnnrricd women were intiuenced by 
then tathcis decision on the choice ol the 
union I best leasons weie given by 90 pei 
cent ol the sample Iheothci 10 per cent 
weie inlluenccd by the decisions ol sons 
brotheis or male relatives In tact wc did 
not come icioss a single case where the 
choice ol joining a particular union was 
determined by the woman s independent 
choice 

A little less than halt the sample had 
chanced unions Ol the IS7 women 
covered in the siiidy, 74 (47 pei cent) had 
changed unions Ihese included the three 
women who were not members ot any 
union They had become union members 
in the past hut they decided not to (oin any 
union as they lelt that none ol the unions 
were any cood 

The mam reason loi change ot unions 
was again cleteimined by the choice ol 
their tathcis or their husbands In other 
words when the male workers changed 
unions the lemales toilowed 
Partic ipation in the activiliesot the union 
IS a means ot detenmmng the involvement 

I "'y 


ot woricers in trade unions. The activities 
ol trade unions in the plantations include 
meetings in the plantations which are 
addressed by the union leaders, nego- 
iialiuns with the management or con¬ 
ciliations with the Assistant Labour 
C ommissioner and rallies and de¬ 
monstrations 

Oui tindings showed that only l7otthe 
women, representing only 11 per cent ol 
(he sample, regularly attended union 
meelings and participated in the other 
ictivilies Around 6S per cent ol them 
were occasional participants and the rest 
never took part 

When negotiations oi conciliatory 
proceedings were held (he local union 
leader was accompanied by a group ol 
workeis ot the plantation The women 
haidiv evet took part in these negotiations 
Ot the 17 icgular paiticipants in union 
,K (Ivines only live had attended (hese 
meetings All ol (hem told us that they 
merely observed the proceedings and had 
nevci given their opinions 

FuURI ot WoMt N WoRKt KS 

1 he above discussion shows that despite 
loimmg hall Ihc labour toice in (he 
plantations women workers have remained 
marginalised in (he liade unions Fhcic arc 
a numbci ot reasons lor this situation The 
social status ot women and (heir low level 
ol liteiacykceptheminthcii mtenor status 
The mtenor status ol women in society 
IS luithei icintoicedbythciririterior status 
It woik where they arc rarely promoted 
to the sub stall 

1 he isolation ot the tea plantation implies 
ih.u the means toi development ot the 
social and political consciousness ol the 
women woikcis must he generated fiom 
within Ihc plantation system 1 his is why 
lire slate has, through its legislations, 
ittempied to piovidc Che basic taciliucs 
lor this process Ihc Plantation labour 
Act lays down that plantations must have 
piiiUtiry schools creches, water supply in 
the labour lines and recreational taciiities 
for the workers Untortunately, most ol 
these provisions arc not entoiccd and the 
women workers are deprived ol whatever 
little scope they have ol impioving their 
conditions Lack ol educational lacilities 
keeps them illiterate the absence ot proper 
cicihcs at the workplace implies that the 
elder daughters, insteadol going to school, 
have to take care oi the children in the 
household, lack of piped water in the 

I tboui lines puts an additional burden on 
the women as they have to letch water 

I I om distant water sources With the result 
(he women have to devote all their 
available time to work and to the 
household They thus have little time for 


trade union activities orfbrother activities 
related to their social development. 

The choice of joining a trade union anc* 
the low level of participation in trade 
unions activities, discussed earlier, might 
lead one to believe that women workers 
are totally submissive to the dictates ol 
the males This is not entirely correct 
They can be more militant than the men 
when provoked In many mass movements 
of trade unions, women have taken the 
lead 

Wc have observed in many cases where 
violence erupted with the management, it 
was the women who took thejead and the 
men followed them There were instances 
when a pai ticular manager behaved rudely 
with Ihc woikeis or hurled abuse on them, 
or when the woikload was increased 
suddenly or some pending piobicms wcie 
not redressed In such cases ihc woikers 
often reacted spontaneously. with a sudden 
spurt ot aggression Ihc inanagci could 
be beaten up oi gheiaoed for hours under 
the bla/ing sun or even lied up and pai aded 
around the plantation In most ol these 
cases (he women made the tirst move and 
the men joined in 

The above instiinces show that women 
do base the potential lor leadership which 
needs to be developed 1 hen dependence 
on males lor issues relating to trade unions 
activities IS mainly because ot the low 
level ol political consciousness Such a 
situation can be changed il initiatives are 
taken bj the iiade unions or other agenc les 
to develop the political consciousness ol 
the women A point which needs to be 
stressed about tribal society in (he 
plantations is that though it is male 
dominated, it is not oppressive towards 
women Men do not need to assert their 
domination over women in order to prove 
their masculinity This altitude can be 
conducive tor the development ol women 
it opportunities arc provided 
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Culture, Structure and Working Class Politics 

Leda Fernandes 

This essay attempts to analyse certain forms of cultural politics as a means of demonstrating the varying 
layers of structural inequality that serve to constitute the working class. The author argues that criticisms 
of teleological, unitary conceptions of the working class do not necessitate a shift from but rather a revision 
of the ways in which we think of structural analysis. By examining the linkages between class, gender and 
community in the jute mills it is possible to move away from a focus on the ways in which cultural difference 
forecloses cla.ss politics to an understanding of the ways in which different forms of class-based political 
practices may contest and reproduce the intersecting structural hierarchies which constitute the working class. 


IN recent years, (he field of Indian labour 
Studies has engaged in a debate that has 
been defined by a focus on two paradoxical 
yet interconnected questions. On the one 
hand, hi.storical evidence of ca.ses of 
workers' collective action have clearly 
demonstrated tlic ways in which working 
class unity may be constructed around 
shared interests. On the other hapd, the 
peisistent significance of differences of 
caste, gender, region and religion in both 
histoncal and contemporary casesof Indian 
labour politics has ptunted to a need for 
an interrogation ol the presumed unitary 
nature of the ssorking class. Such an ap¬ 
proach has demon.stratcd the significance 
ol taking seriously the politics of cultural 
dilfercnce in any understanding of the 
[lohtical behaviour of Indian workers. In 
this essay, I suggest that while analy.ses 
I >1 the sigmficanccot cultua* have provided 
important insights which have dccentcred 
Kuiocentnc or unitary conceptions ol the 
working class |('hakrabarty 1989; Ong 
1988], they have often stopped short of 
lethinking the structural dimensions of the 
working clas.ses. Culture, in this context, 
IS implicitly transformed into a force that 
IS external to the politics of class and 
ultimately becomes the basis for excep- 
tionalist arguments which seek to explain 
the absence or weakness of class politics 
in India. The materiality of culture then 
become.s a unitary, bounded entity which 
displaces or supplants rather than re- 
conceptuali.ses the structural dimensions 
ol class politics. The e,ssay attempts to 
question the creation of such reified 
boundaries between the realms of'culture’ 
and ‘structure’ and argues for an approach 
that reconnects the focus on the materiality 
of cultural difference with the stnictural 
ha.si.s of class politics. I argue for a shift 
from a focus on 'difference' as a marker 
of the realm of a bounded cultural sphere 
to an analysis of ‘diffetence* in terms of 
asetoftayered structural inequalities which 
iihape class politic.s in the contemporary 
indusuial arena. 

The essay draws on fieldwork which I 
conducted on the jute mill workers in 


1990-92 in Calcutta and is constructed in 
two main sections. The first .section pre¬ 
sents a brief theoretical discussion of the 
question of conceptualising the materiality 
of class politics in ways which move 
beyond the culture/structure divide. The 
second section of the paper u.ses ethno¬ 
graphic research on the jute mill workers 
in ordci to demoastrate how this form of 
materiality unfolds through ptuticular 
forms of cla.ss politics.' I present three 
cases of the political practices of the julc 
mill workers: (I) ritual politics as workers 
celebrate the Vishwakarma puja in thejutc 
I .ictory, (2) community-based organisation 
m the workers' lesidences and (3) critical 
di.scourscsof working class women. Each 
ol lhc.se three ca.scs represent practices 
which are located within the realm of 
particular cultural identities - identities 
which signify forms of exclusion and social 
hierarchy between groups of workers in 
the mill. However, each ca.se is also linked 
to a form of oppositional class politics 
which brings sections ol the workforce 
intodirect confrontation withmanagement 
authority. I argue that the significance of 
such political practices does not lie in the 
reas.sertion that culture forecloses the 
emergence of a form of unified class 
politics hut in an analysis of what thc.se 
practices tell us abtml the intersecting 
gender and community-based structural 
iiicqualifies which are constitutive of rather 
than external to the working class in the 
|ute mills. The analysis suggests that certain 
turm,s of workers’ oppositional class 
politics may either repr^uce or contest 
.structural hierarchies between some groups 
of workers. Such hierarchies are structural 
because they place certain groups of 
workers in positions of inequality both in 
relationship to other groups of workers as 
well as in relationship to management 
within the labour-capital relationship. 
When oppositional labour politics direct^ 
at management reproduce gender hier¬ 
archies (for instance by excluding women’s 
participation) this recreates hierarchies 
between female and male workers as well 
as between female workers and male 


managers in the factory. When women in 
the jute mills, for instance, are excluded 
from predominantly male unions, they lack 
the support of union resources in con¬ 
frontations with male manager and are 
placed in a di.stinctive location of sub¬ 
ordination within the labour-capital 
relationship. On the one hand, ‘difference’ 
in this context is not ‘merely cultural’ but 
represents a problem of structural dif¬ 
ferentiation between male and female 
workers in the indu.strial arena. On the 
other hand, the structural dimension of 
class in this context is therefore also not 
unitary but is produced through difference; 
male and female workers occupy different 
structural locations within the labour- 
capital relationship and therefore have a 
differentiated set of class interests. Thus, 
as the essay will argue, the juxtaposition 
between an es.sentiali.scd cultural difference 
on the one hand and a homogeneous 
structural unity on the other is called into 
question. 

THRORfrncAL NorES on 

Class/Culiure Debate 

I'he juxtaposition between class and 
culture is inextricably linked to the 
argument of ‘Indian cxccptionalism' and 
the corresponding assumption that con¬ 
temporary politics in Indiahasbeenshaped 
by the politics of cultural identities such 
as caste and religion rather than by the 
politics of class. Studies of organitted 
labour that draw on this perspective have, 
for instance, often concentrated on explain¬ 
ing the ‘exceptional’ nature of contem¬ 
porary labour politics in India, that is, the 
reasons for the inability of the Indian 
working class to produce a single unified 
national labour movement or labour party 
IChatteiji 1980; Rudolph and Rudolph 
1987}. Such studies rest on the view that 
there isauniversalfoimoflabourorganisa- 
tion and behaviour, one that implicitly 
conforms to European models of the 
industrial unions, organised labour move¬ 
ments and class-based parties. Where this 
form of organisation is absent or weak, 
it becomes an exceptional phenomenon 



lhai must be explained, whether in terms 
ot sii ULtiir.il reasons issues ol consent and 
lalseconsciousnessoiasacoliectiveaclion 
problem Man\ sludics have noted the 
ibseme ot a iinitied national trade union 
movemeiilaiidinpaiticuiai tiaynieni.Uion 
ot the union niovcment lhioiij!h then links 
to political pailies [he disunity or limited 
scopeni loriiial lahouroiganisationssuch 
IS unions and poliliial parties have often 
served as an unquestioned maik ot the 
iriilevanceolcl issintheschemaot Indian 
politics I Rudolph and Rudolph I9h7| 
Such an appioach ii sts on an assumption 
that ci|iiaics i lass with spenlic lotms ol 
oiganisation ind ignoies olhci media toi 
ihe evpnssion ol class politics such as 
wonnn s lutwoiks conimnnitv oigani 
salionsoi oilici ciiliural nmclcsol espies 
sionlBeigei I'W) Ong IWh] Iheimplicit 
sepaiation belwien class and Ihe politics 
ot gcndci nut voiiimunitv that lies .it the 
basis ol such in appioach iisuits m a 
piedcic iniined iiiuk i si Hiding ol lahoni 
politics in India oni which .issimics the 
primaev ol the politics ol icyion and 
leligion IRiidolph ind Rudolph iys7|in 
coniempoiaiv India without inteiioeating 
the wa)s III which siu h loims ol cultuial 
politics oltcri also signify oi aic intci 
connected with class politics 

M a theoretic il levi I this presumed 
separation between class iiicl cultuial 
identities li.istakentlu loimolanassump 
lion thil thcic exist naluial boundaiies 
between capitalist ancipte capitalist tiadi 
lions tnd hchavioui with pie capitalist 
li.tdiltons encompassing telieious ethnic 
and caste communilies I his assumption 
has lesiilicd in seveiai vaiialions in the 
explanationol Indian lahourpolitics I atl> 
apptoaches within Ihe liamewoik ol 
modernisation theory lead to Ihe v lew that 
indiistiial workers in India mav behave 
according to pie capitalist traditions but 
that these Itadilions will oi should evolve 
into a secular umlicci working class lor 
example icligiousoicasiedivisionswiihin 
the labour loicc ate analysed .is divisive 
elements that will dissolve with the 
development ol c ipitalisni the Indian 
working class will then eventually work 
Its wav lowaids an idealised vision ol Ihe 
woiking cla.ss ’ In another variant some 
studies have assumed that industrial 
workeis have been goveinc'd by pic 
capitalist identities the Indian worker is 
theicloie dilleieni and cannot be unucr 
sIockI m leims ol class idcniilies ’ These 
approaches while otten starkly ditleient 
in their approaches and conclusions rest 
on a shaied conception ol the woiking 
class This conception is caught within a 
liamewoik that cithei implicitly oi ex 
plicitly measures the bc'haviour ol the 


Indian workingclasscsagainstan idealised 
image ol the working c lass In this frame¬ 
work Ihe Indian working class is either 
similar oi dilferent from this ideal type ol 
ihe working class ■* 

Recent reseaich in the field of labour 
siudies has attempted to confront Ihc co- 
c xistence and interplay between capitalist 
identities ol class and pre capitalist iden¬ 
tities and to address issues ol cultural 
(litleieiue within the working class 
iriiakiabailv DasGupta 1994 Joshi 
1985 Simeon I995| Dipesht'hakraharty 
Ml paiticular has aigued that this 
liamewoik tests on the assumption that 
woikeis all over the world iirespective 
ol thcirspecific cultuial pasts expc'riencc 
< apilalisi ptoduciion m the same way" 

1 1989 221) On the one hand, Ihe ideal 
ivpe punioits to icprcscnl the univeisal 
nalurc ot woiking class politics On the 
othei hand sindicsthalchallengeordeviate 
liomlhistxpearecharacterised is‘excep 
lioiial CISC'S ("'hakiahaitv'smietiogation 
(d the subiectivitv ol the woiking class 
has provided signilicani impetus towards 
I levision ol the concept ol class and the 
cultuial assumptions inhcicnt m iini 
vcisalistic calc'goiies such .is labour or 
i ipital However as 1 will dcmonsir.ite 
C hakiah.iilv'sconception rv'niamscaught 
w iihin an evccplionalisl ti.imework as his 
iieimienl ultimalelv ictiiins to the notion 
that II IS culture which in Ihe last instance 
loiec loses Ihe cmcigcncc ol a modem 
cealitaiiaii foiin nl class politics in the 
West Bengal )iite mills While Chakra 
h Ills's aigument begins by demonstrating 
I lie I uioc entile cultural assumptions 
piescnl within Marx s concept of capital 
Ills aitc nipt to Iethink woi king c lass history 
ultimately locuses on an attempt to isolate 
culture’ as a realm which force loses class 
consciousness It is the hiciarchical ruial 
V ulture of the jute workers (m coniiast to 
the egalitarian culture ol the west) which 
(lisimguishes the |ule working class from 
the hngiish woiking class Chakrabarty 
iigues that the dif Icrencc at hand is belw e'en 
the notionotaprc capitalist‘uimmunity* 
distinguished by hieraii hical, incgali- 
I man andilliheialrelationships- andthe 
notion ol individualism that has been with 
IIS since the rise of the bourgeois order in 
I uiopo entailingideasotciti/enship,equal 
lights equality heloic the law" JChakra- 
haity 1989 2191 I have elsewhere discus¬ 
sed at length some of the problems inherent 
m this rcitied opposition between ‘east’ 
and west'[Fernandes 1997 I5| However, 
Ihc point I would like to focus on in this 
essay is the ways in which, in Chaki barty’s 
c onccption, ‘ hierarchies’ between worker). 

(sue h asot caste and ethnicity) arc depicted 
as cultural elements rather than as 


relationships ot power which are in¬ 
extricably linked with the structural 
matenaiity ol the calegoiy of class ^ This 
soleemphasison Ihc matenaiity ot culture, 
I want to suggest, m fact prevents Chakra- 
baily from developing a ciitical recon- 
ceptualisation of class structure despite 
his rich and complex histoiy ol the jute 
woikingclass Incllect whilcf'hakrabarty 
wants to move us away trom teleological, 
uni versa I conceptions ol liie woi ki ng class, 
he inadvertently retains a unit.iry concep¬ 
tion of c lass struct III c 1 he c lass consc loiis- 
ness of the pitc workers, in his view is 
toieclosedbyanexteinaliscdpi# capitalist 
cultural diticrence C’hakiabarly, has m a 
later essay qualified hisaigumcnland has 
characterised his question ’Why did the 
Indian working class tail to sustain a long 
term sense ol class consciousness as a 
false question In particular, he shills 
instead to a locus on the question ot tern 
porality and the ways in which the pro 
capitalist identity both exists within and 
disrupts the tempoial hoii/onol capital 
Whilchisdisciissionol ditleicnceintcims 
ol temporality aims at dismpting a teleolo¬ 
gical narrativeot the histoiv ot capitalism 
he OIK e again leav es untoiK hed an explicit 
inlcirogationol the question ol class stiuc 
tuie It IS thiscircumvcntionol the problem 
ol structure which 1 suggest vontiiiuesto 
im,)lK Illy icpnxiucean opposition between 
class strucliiie and cultuial dilleience in 
lecent work Such work which calls into 
question univeisaiistic master n.u rati vesol 
capitalism articulatedthmughahcgcmoiuc 
masciilinef uioccnliic subiec((Ong 1989 
Prakash 1990 Scott 1988] has lendtil to 
discard rather than rethink the category ot 
stiucture ^Thcpiublcm with such a move 
as my discussion ot C'liakiabaity s work 
has attempted to show, is that appioac hes 
which do not attempt to leconceptualise 
class structure may well end up with unitary 
esscntialised conceptions ot cultuie 
Drawing on research which I have 
condiic ted on conicmpoiary lahourpolitics 
in the West Bengal jute mills, I argue that 
a recnnccptualisation ol the meaning ot 
Mructuic’ can circumvent the theoretical 
problems inherent in a presumed juxta¬ 
position between class and culture First, 
drawing on feminist research'^ on the 
linkages between gender, class and race/ 
ethnicity in comparative contexts, stm 
cture can he thought ot as 'intersectional 
ratherthanunitary IBancrjec 1991 .Collins 
1990, Glenn 1992. Sacks 1990. Sangari 
1993] Identities such as caste, ethnicity 
or gender are not merely external cultural 
identities or ideologies but are constituti viy 
of the structure ot ‘the working class 
Second, working class structure can be 
thought ot as a fluid processor production 



in ‘time. !i0ace and movement* fGidderoi 
19811. .Structure then is neither static nor 
unitary in this conception. Consider for 
instance tire ways in which this approach 
unfolds within thcconiext of contemporary 
working cia.ss politics in the jute mills. As 
in the historical context, identities of com¬ 
munity and gender have played a central 
loic 111 pioce.ssesot labourrccruitmentand 
the division ot labour on the factory floor. 
For instance, workers in the postcolonial 
context use family and community tics in 
Older to gain access to employment in the 
mill C'crtain sections of the prtxiuction 
piocess are cla.ssified as men's work or 
women s work while other ta.sks divided 
up .K cording to community.^ The con 
siiiiciion of the laboui market suggests 
ilial the sirucluie of the working class is 
pioduccd ilirough the politics of gender 
.iiulcommunity Meanwhile, management 
attempts to evercisc authority on the factory 
floor Ihiough the control ol time, space 
and inoxement ol the workers also does 
not occui thioiigh neutral bureaucratic 
pioccsses but IS tundamenlally linked to 
.1 politics ol dillcrcnce. I'm instance, the 
iliscipline ol workers' bodies occurs 
thiougli a set ol gendered processes 
Women workcis lor instance are dis¬ 
ciplined not (list by neutral forms ol work¬ 
place discipline but by inodalitiesol powei 
which operate ihiough the control ovci 
women s sexuality (wheic single women 
aie constructed as a social and moral 
ihieat by both management and workers) 
and domestic labour (where work dis¬ 
cipline involves the extraction ol labour 
boih in the l.iclors' and m the woikers' 
residences) 

riicse examples begin to point to the 
complex layci ingol the lorces which struc- 
luiethe livesand labour ol thejute working 
classes.'*’ Given this multidimcnsioned 
form ol structure the analy.si.s of working 
class politics then is iranstonned Inim a 
pioject ol mcasuimg activity against a 
prcdclined ideal vision ol class unity to 
a que.stion ot the ways in which dilfcrcnt 
lurms of workeis' political practices 
respond to this multilayered .structure. Fur 
instance, rather than asking whether such 
differences prevent or permit workers to 
unify iti oppositional political action. I 
V, ant to ask how di tl crent forms ol it^orkmg 
class politics contest or reproduce these 
varying layers of structural hierarchy. In 
the next section, I therefore present three 
different forms of political practices; ritual 
practices manife.sted through the workers' 
celebration of the Vishwakarma puja, 
community activism and women workers' 
entical responses to management and union 
authority. 


CULTiniAL POUTKS AND STRUCTUaS OF 
Working Cuss 

The celebration of religious festivals, 
such as the Durga Puja, Vishwakarma 
Puja. Shi vratri and the Id festival, represent 
significant public events which serve as 
a site for political negotiation between 
workers, unions and managers in thejute 
mills. Workers and unions organise such 
celebrations in their residences in the mill 
labour lines (bu.stees) or in the factory and 
invite management to attend and in many 
ca.scs to inaugurate the Icstival. The 
dynamics of the organisation and cele¬ 
bration of such lestivals provide a lens 
Ihiough which we can analyse the relation¬ 
ship between class and culture at the local 
level ol factory politics. I will analyse the 
L elebration of Vishwakarma puja. an event 
w Inch as 1 will demonstrate can be viewed 
ns the site tor the production of a form 
ol class conflict rather than a lingering 
clement ot pre-capitalist religious con¬ 
sciousness. Dipesh Chakrabarty interpiictes 
the julc workers' ccichiation of this puja 
as historical evidence of the peasant's 
conception of his Uxils. whereby the tools 
UMik on magical and godly qualitic.s” (1989; 
89) and as a maker ol the ‘pre-capilali.st. 
megalitarian' (1989- 69) culture of the julc 
workers. He does not. however, explore 
the possibility that such ritual practices 
may have.served as asiteuf cla.ss opposition 
to ihc iiidu.Mnul di.sctpliiK'ol the workplace 
orthccultureof capitalism being produced 
w'lthin the |ute mill. 

Let us turn to an analy.sis ot the celc- 
hrationof this festival in more leccnt times 
111 Ol dcr to provide acontrasting intcrprcta- 
iion. The Vishwa Karma Puja continues 
111 contemporary times to represent a 
lestivalof,significance lorparticularHindu 
communities ot the jute working class 
since It involves the worship of tools; the 
iiluals of the festival are specifically 
oriented towards work and the meaning 
ol labour. Tlie festival, which is held within 
the factory compound, consists ot the 
worship of the god Vishwakarma with 
ofterings ot flowers and prasad and 
celebration with music. Let us examine 
the political dynamics that constitute the 
oiganisation and performance of the 
lestival. The politics ot this ritual in the 
jute mill unfold within two planes of 
activity and meaning, or as David Laitin 
has put It. “the two faces of culture" 
constituted by “the cultural ordering of 
political prioritie.s and the u.se of cultural 
identity as a political re.source’' (1986; 11). 
While on the one hand, the religious ritual 
hand, the ritual is politicised by the action 
and interests of unions and managers in 


the factoty, on the other hand, the Hbial 
deiine^s a sphere of politics which is 
distinct from the ‘formal' realm of 
industrial politics. 

In the first ca.se, the politicisation of the 
ritual occurs through the involvement and 
conflict between trade unions and manage¬ 
ment over the organisation of the terms 
and boundaries of the activity on the shop- 
floor. The performance of the ritual is 
centred around representations of the deity 
Vi.shwa Karma which woikers construct 
in the factory. The coastruction of these 
images of the god causes a disruption of 
production as workers' labour ti me is taken 
away for this process. When the organi.sa- 
lion of the lestival was being planned 
dunng the course ot my I ieid work, manage¬ 
ment indicated that tlicir primary aim was 
to contain and centralise the process by 
authorising the construction ol one large 
shrine which would only require four or 
five workers to build the puja and organise 
the activities. Furthermore, management 
stipulated that the Fuja would be limited 
to the mechanical depart ment of the factory. 

However, the unions were insisting on 
the construction of several images of the 
god since the leaders of each union wished 
tocreatc ilsown sphere of power and ritual 
authority. Hence, there was a symbolic 
recrcalion of Ihc competition between 
unions through Ihc construction of the 
shrines in the factory. Eventually, six 
.separate shrines were constructed in the 
factory by separate groups ol workers 
affiliated with each union The represen¬ 
tations of the deity were trunsloimcd into 
symbols ot power ot ihe mill trade unions. 
Ip this process, as the unions utilised the 
Puja as a resource to represent and con¬ 
solidate their sphere ol inlluence among 
their constituents, religious worship 
became the signitlcr ol the representation 
of the interests of particular groups of 
Hindu workers. With this politicisation 
ol the festival organisation and the cor¬ 
responding conflict between unions and 
management, the worker's interest was 
consequently constructed through their 
religious identity Hence, there was an 
erasure of the boundary which is con¬ 
ventionally assumed to separate the class 
and religious identity ot the worker. 

1 have thus far examined the manner in 
which the organi.sation ol the religious 
worship becomes politici.sed by the in¬ 
volvement of unions and management. 
However, Ihe ntual practices that constitute 
the worship during the Vishwakarma puja 
also represent a sphere of political activity 
that is distinct from the politicisation of 
the fe.stival. I am shifting here from the 
way in which such religious activities 
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become politicised by formal, secular 
organisations to the second plane of ana¬ 
lysis, one that examines the political nature 
of the religious ritual itself. 

On the day of the festival a large shrine 
was constructed next to the shopfioor. On 
cither side of the construction, two ampli¬ 
fiers were blaring popular Hindi film songs, 
drowning out the rcgulai sounds of the 
machines. Meanwhile, livesmallershrines 
were cun.structed in the mechanical depart 
ment. In these sections, ritual practice 
prohibited workers from touching their 
tools and machines Religion altered the 
landscape ot the mill both in terms of 
spatial coiisiruetion as well as in terms ot 
structuring ot lime Meanwhile, the disci¬ 
pline ol time and space was continually 
subverted by otlier sections of the work¬ 
force during the course ot the ritual. For 
example, workers from various depart¬ 
ments are able to leave their machines at 
various points during the day in order to 
perlorm a brief worship of one ot the 
deities in the mill. The puja represented 
an arena tor a political battle ovei the 
control ol labour through the structuring 
ol time and space. (Jnc high-level manager 
indicated with a significant degree of an¬ 
noyance, “I will stand in each department 
ot the mill foi halt an hour tomorrow and 
make sure that they do not just leave then 
machines ” This battle was not merely 
limited to a monetary question of pre- 
.servmg poKluctioii levels but rcpre.senied 
aconllictovei the preservation of capitalist 
discipline in the mill 
Through this ritual, religious worship 
created a space ot autonomous worker 
activity on the tactory floor which was 
temporarily able to challenge the authority 
ot management. Consider the following 
ineident which occurred when I accom¬ 
panied a labour officer to the department 
where the shrines were constructed. One 
worker said to the officer, ‘This festival 
is for us to en|oy. Why are the sahibs 
coming to sec it?” A management repre¬ 
sentative no longer retained the symbolic 
authority or right to enter the ritual space 
in the factory; our visit represented an 
intrusion into t|iis arena. Hence, the ritual 
resulted in a transformation of the sphere 
ot work into an inviolable, sacred space 
of the workers. However, this delineation 
of a sacred space also represented the crea¬ 
tion of political boundaries - boundaries 
that produce a cla.ss opposition between 
workers and management through the 
religious ntual practices of the puja. Dipesh 
Chakrabarty has interpreted historical 
instances of this ritual as evidence of the 
worker's “incomprehension of the running 
principles of the machinery” (1989: 89). 
He juxtaposes the ‘religious outlook' of 


the; workers with the ‘science’ of modem 
technology. The point Chakrabarty wishes 
to make is that the “man-machine rela¬ 
tionship inside a factory always involves 
culture and a techno-economic argument 
overlooks this" 11989: 89) However, he 
does not consider the possibility that this 
‘religious outlook’ in fact forms an intrinsic 
e Icment ot the creation of class conscious¬ 
ness and identity In my alternative reading, 
I am suggesting that the performance of 
the Vi.shwakarma puja in the factory 
tiiiough the workers’ ‘worship of machi¬ 
nery' produced areversal of the ‘alienation’ 
ol the workers fiom the means of produc¬ 
tion; the transformation of the mechanical 
department into a sacred space resulted in 
a tcinporaiy wresting of the control of the 
means of production from management. 
.Such beliefs provided an alternative con¬ 
ception ot .social reality (Fields 1985; 
Taussig 1980] whichtemporarilyconte.sted 
the dominance of capitalist authority in 
the factory This analysis compels us to 
leconsider such historical in.stanccs ot the 
Vishwakarma puja and at the very least 
to question the a.s.sumption that the puja 
celebration represents a form ol pundy 
mystical worship, “whereby the toolsotten 
took on magical and gtxlly qualities” 
K'hakrabariy 1989:891. In the contem¬ 
porary context, the dynamics of the 
Vishwakarma puja demonstrate the way 
111 which such rituals weave together the 
workers' religious identity with an 
oppositional class con.sciousne.ss. 

The point which I want to emphasise 
here is that this form of ritual-based class 
politics temporarily subverts management 
attempts to structure time and space and 
movement on the factory floor. Such 
political practices then are not simply 
relevant as a manifestation of a particular 
form of cultural consciousnc.ss; on the 
contrary this form of cultural politics sub¬ 
verts management’s discipline and surveil¬ 
lance over workers and in effect contests 
the process of the structuration ot class 
III the workplace. The point is not of course 
lo vaiuri.se this form of political practice 
,is an idealised form of political activity. 
However, it is important to note in this 
context that such ritual practices in the jute 
mills are not inherently communalised; 
rather than presuming that a narrative of 
communalism always characterises such 
practices, we can begin to understand the 
ways in which such class-based practices 
have the potential to become communa- 
lised through organised political activities 
in the context of the contemporary 
Hindutva movement. While this cultural 
form of class politics may temporarily 
subvert certaindimensionsof management 
authority it contains within it the potential 


of reproducitigapoliticsof class opposition 
which is linked to other forms of social 
exclusions, in this case in relation to other 
communities of workers in the jute mills. 
To take another example of this potential 
for exclusion, such cases of ritual practices 
also reproduce exclusionary masculine 
spaces as women workers are excluded 
from participation in the organisation and 
public celebrations. Hie convergence 
between class and community occurs 
within a ma.sculine terrain which repro¬ 
duces a form of gendered structural hier¬ 
archy. This form of oppositional poitics 
contests certain structural ^aspects of 
capitalist authority such as the control of 
time and space on the factory floor while 
reproducing other forms of material 
inequality. Let us consider this contra¬ 
dictory eHect further by turning to a .second 
case of community-based politics located 
in the jute workers’ residences. 

During the course of my fieldwork, 
several male workers who had grown 
increasingly dissatisfied with the inability 
of cithermanagement or unions to improve 
the conditions of the labour lines, the 
workers, residenccl> which arc situated 
around the jute factory and owned by the 
millowncr. The workers decided lo create 
a forum, one that would replace the 
authority of both unions and managers. 
The composition of the organisation was 
particularly striking since it involved 
members across caste, religious and ethnic 
identities. Moreoveralthoughthc members 
were not union leaders, the committee did 
not represent an anti-union organisation 
since several of the particip<uits were also 
union members.Tlie organisation evolved 
out of a form of public dissatisfaction over 
specific problems in the workers’ com¬ 
munities. Rirexample, one of the founders 
of the forum argued that several workers 
had become increasingly concerned about 
problems of alcoholism, 

The alcohol shopowners just met with the 
union leaders and gave them money. So 
the leaders took the money and kept quiet. 
Slowly the problem of alcohol has been 
getting worse. Before there were only a 
few places .selling it. Lately it has bwn 
increasing. People who didn’tdrink before 
started drinking. Young boys also started 
drinking. This talk came up in our Andhra 
Pradesh Club. We felt we must stop this. 
We must stop alcoholism. We must stop 
all vices. So we set up a meeting and called 
members of all the clubs. In this way the 
committee was set up. 

The organisation evolved out of a public 
debate held within woikei-s’ community 
clubs which are located in the jute null 
residences. As one worker argued. 

This committee is completely separate. 
Management has nothing to do with it. The 
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unions aliiO«lon’t have anything to do with 
It. We want it to be separate. We don’t 
want any political parties to come into 
it...Some of us are with political parties 
but we will not bring that into this work. 
TItc workers were attempting to constnict 
an autonomous community organisation, 
one that would contest the attempt of 
management to regulate social life within 
the labour lines both in terms of manage¬ 
ment’s direct control as well as through 
joint management-union activity. The 
organisation attempted to enforce this new 
community identity through the use of 
coercive tactics. As one of the committee 
members indicated. 

First we slopped the alcohol. We called 
.1 meeting with all the alcohol shopowners 
and gave them a warning. We said we 
would beat up anyone who drinks. We 
have been doing that. If anyone is drunk 
we heal them up and tie them up. This way 
we got control of the alcohol. Then we did 
the same thing with gambling. First we 
gave a warning. Then we beat up anyone 
who was gambling. In (his way we have 
stopped all Ihe vices. Then we decided to 
clean up the lines. We called in all the 
shopkeepers and told them to put up 
garbage cans to throw waste in. So people 
won’t throw garbage anywhere. The next 
thing we want to do is for the children in 
the labour lines The children go and play 
in the lailway colony. It is a shame for us 
that (hey have to go there and play. So we 
will talk with the Company |mill| about 
getting a playgniund for them... 
()rgani.sersot the fonim were unambiguous 
about this use of coercion and independent 
policing of the labour lines. As another 
oi the committee member emphasised. 
We will beat up anyone who drinks. We 
have beaten up about seventy or eighty 
people. Even it it is a union lender or a 
president of a union it will be the same. 
Even if it is my brother or father...This 
alcohol is nut made in government (legal] 
shops. It is sold in hoases. 

However, the signi licance of such methods 
of coercion cannot be understtxxl merely 
in terms of a manifestation of violence and 
brute force. On the contrary, the success 
of such methods was based on the public, 
social humiliation of the targeted persons. 
The entire community would know or be 
informed that the particular person had 
been beaten for violating the social norms 
defined by the committee. The importance 
of the publicity of such methods was 
highlighted by other forms of .social 
ostracism used by the committee. As one 
worker indicated, “Foronc person we sha¬ 
ved his head and beard, put a garland of 
shoes around him and paraded him through 
the whole colony.” 

Hiecontoutsorthis workers’ community 
rested on the presumption of common 
interestsof woikeis. Consider, for instance. 


die vision put forward byoneof (he workers 
involved in the organisation of the ‘action 
committee’; 

We have to do this for our children. We 
have to educate them, to try and raise them 
up slowly. Our people will throw away all 
of their money on liquor and gambling and 
will not even leave enough money for dal 
(lentil) and roti (bread) for their children. 
We have to stop this, if our children are 
not in school they run around and get 
spoiled. The young boys spend their time 
in video parlors watching bad films. 'They 
waste themselves. 

This emphasis of the committee’s agenda 
embodi^ an attempt of the workers to 
invc.st in their future within the urban 
.setting in Calcutta rather than relying on 
their anticipated return to the village. 
Hence, the image of improving the lives 
of children in the labour lines constituted 
a vision of the reproduction of the urban 
community of the workers - and an attempt 
toimagi lie acommunity that could become 
independent of the politics and authority 
of union-management relations yet did not 
have to retreat to the memory of their 
villages of origin. 

Despite this vision of a common purpose 
and future, the workers continued to rely 
on a gendered notion of community, a 
conception which ultimately foreclosed 
Ihe possibility of producing a form of 
community which would contest the 
domain of management power. On one 
level, the committee constructed by the 
workers conti nued to rest on the exclusion 
of women’s participation; it had no women 
members and the organisers of the forum 
indicated that they did not intend to deal 
with issues specifically regarding women. 
The vision of the action committee did not 
contest prevailing notions that restrict 
working class women to specific domestic 
or socially acceptable spheres. Further¬ 
more, the preoccupation of the committee 
with social order and the futureof woiking 
class children rested on the significance 
of reproducing a paiticular model of the 
working class family, one which would 
uphold existing codes of the appropriate 
behaviour, activity and spaces for working 
class women. 

Paradoxically, such conceptions which 
characterised the workers’ community in 
fact converged with management dis¬ 
courses on the social disorder and disarray 
of the labour lines. Consider the following 
description of the labour lines by one mill 
manager. 

The main problem is that we have only 
seven hundred quarters for about forty 
thousand workers. There are many 
‘jhupries’ (illegal constnictions/squatter 
settlements). There are about fifty illegal 
liquor shops. All kinds of vices such as. 


blue flhns prostitution, eu;, were in pre¬ 
valence. In the dock area there are many 
criminals. 

The manager’s description cast the jute 
workers’ communities in a steieotypicai 
imageof adangerous, violent and immoral 
space, one which was implicitly contrasted 
with the civilised morality of middle and 
upper class neighborhoods. In his con¬ 
ception, the problem was only one of 
numbers, a position which carries with it 
the language implicitly linking social and 
economic disruption to overpopulation - 
a connection (hat perhaps strikes a familiar 
chord with national discourses that have 
linked family planning with economic 
development. References to prostitution 
and pornography stem from management 
discourses on the social and moral disorder 
that arises when male workers migrate to 
the city, leaving their families behind in 
(heir village; hence there is an as.<>ociation 
between the problems and ‘vices’ of the 
labour lines and the disruption of the 
working class family. This has reinforced 
the construction of the urban arena as 
foreign, dangerous and male. 

While, management would continually 
characterise the labour lines as violent and 
unsafe (his conception was interwoven 
with a gendered di.scourse of morality. 
'They would point to alcoholism, prosti¬ 
tution, and crime as forms of a social 
disease which violated middle class norms 
and their particular representation through 
Bengali bhadralok culture. Such conce¬ 
ptions were also specifically linked to views 
on the family and appropriate roles for 
women. For example, daughters and wives 
of managers would often make references 
to the suppo.sed sexual promiscuity of 
women woikers. They would indicate for 
example that women in the labour lines 
whose husbands had deserted them were 
living with other men and thus violating 
acceptable social codes regarding maniage. 
While managemcntdiscourseson working 
class masculinity centred on the threat of 
violence and the protection of upper class 
women, discourses on working class 
women in the labour lines focused on the 
threat of unrestrained female sexuality. 

Thisdiscursiveconstructionof the labour 
lines in terms of moral disorder reverberates 
with parallels to discourses and repre¬ 
sentations produced by the community 
acti vism of the workers’ action committee. 
The irony of this convergence of genefered 
discourses is underlined by the fact that 
while management was engaged in a 
construction of the labour lines in terms 
of moral disorder, one of the cornerstones 
of social order in the woiking class com¬ 
munities in fact lies in the reproduction 
of a patriarchal model of the woiking class 
family. For example, dominant ideologies 
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within the communities of workers do not 
permit single women to reside without the 
presence of family members, particularly 
male relatives, in the hou.sehoid. Such 
dominant ideologies also dictate that 
working class women must adopt socially 
acceptable roles in which they are resptm- 
sible for pcrtomiing domestic labour such 
as housework and childrearing and where 
they do not enter masculine spaces in the 
labour lines Women are rarely seen in tea 
shops I n the labour lines or near the factory 
and they do not participate in public 
activities such as religious fe.stivals which 
include the paiticipation of male workers, 
union leaders and in many instances even 
management representatives. Meanwhile, 
while ti,ide unions also play a central role 
in shaping the political and cultural .spheres 
of woikeis. women workers have also 
been marginali.scd from this activity. The 
point 1 am making here is not that women 
workcis lepresent an essentially passive 
or subset vieni group, but that everyday 
social aiul institutional practiccsof workers 
piixluce exclusionary ma.sculine spaces 
whu h loieclo.se pos.sibililies lor women’s 
participation. 

Ill this piocess. the management and 
workers' public spheres in effect over¬ 
lapped in the prcxiuction ol such gendered 
discourses of scK ial and community order. 
In effect, the conception of the workers’ 
community which the action committee 
piixluced was unable to break from the 
gendeied politics which have shaped 
management discourses and union prac¬ 
tices While the workers were able to 
contest rcl,it Kinships of power (based on 
caste, legion or religion) by creating a 
cross-community oigaiiisation the action 
committee inadvertently reproduced 
gendered hierarchies. The committee, by 
failing to recognise the ways in which 
gender repiesents a structural force of 
power and hierarchy in the factory and 
workers’ residences, in effect, produced 
a set of political practices which were 
unable to break from certain modes of 
capitalist power and di.sciplinc excercised 
by management in the mill. The limits of 
this form ot political activity do not merely 
stem from the pcrsistance of rural pre¬ 
capitalist cultural conceptions of justice 
or community (which as I have shown 
converge with ‘mcxlcrn’ bourgeois moral 
codes regarding gender and sexuality) but 
from the pcrsistance of gendered inequa¬ 
lities which structure ‘the working class’. 

I will turn then in the last part of the 
essay to a discussion of the implications 
of this role of gender in the structuration 
ol the jute working class. The contem¬ 
porary location of women workers in the 
jute mills has been significantly shaped by 


historical processes which have contri¬ 
buted to the retrenchment and margina¬ 
lisation of women in the workforce. 
Modernisation and rationalisation of the 
jute industry in the 19S0s and 1960s resul¬ 
ted in a decline of women employed from 
approximately 20 per cent to 2 per cent 
of the workforce. Women workers who 
continue to work in the mill are primarily 
concentrated in the largecasual workforce. 
Women whom I interviewed indicated that 
they worked out of economic compulsions 
and their primary concern was to be able 
to obtain even a few weeks ol mill employ¬ 
ment in order to meet daily subsistence 
requirements. In many instances, women 
were not able to maintain even a basic 
subsistence level. This was particularly 
the case in situations where women were 
sole financial supporters of their families. 
In tlic context of extreme levels of worker 
competition over mill employment, both 
managers and union leaders argued that 
employment for male workers should be 
given priority over female workers. In 
addition to such arguments, ideological 
assumptions that women workers are 
unable looperate machinery and the notion 
that women workers are burdensome 
employees due to state protective legis¬ 
lation served to constitute powerful ideo¬ 
logical obstacles to the employment of 
women in the mills. The economic mar¬ 
ginalisation of women workers was there¬ 
fore such that the everyday practices of 
women workers in the mills were centred 
on a struggle for survival rather than on 
the participation in organised political 
opposition. 

An understanding of this politics of 
survival of women workers cannot be fully 
grasped cither by the analytical categoiy 
of rc.sistance or by the assumption that 
structural con.straints simply inhibit 
women’s collective action and produce a 
form of individualistic .survival. Rather, 
the life histories of women workers whom 
I interviewed demonstrate that they 
interpreted their endurance through their 
’micro’ everyday activities as attempts to 
disrupt the reproduction of ’macro’ struc¬ 
tures of patriarchy and capitalism even as 
their particular social location induced 
them to assess the ri.sks of overt protest. 
While workingclass women were excluded 
from trade union activity as well as from 
tlie types of ‘cultural’ orcommunity politics 
which I have discussed above, women 
workers transformed the meaning of their 
productive and reproductive work from 
labour appropriated to reproduce structures 
of capitalism and patriarchy into the means 
through which they attempted to imagine 
a future tor theirchildten that could disnipt 
tliese structures. 


The particular smictural location of 
working class women provided the space 
for women workerstodevelopadistinctive 
form of critical consciousness through their 
interpietationsof theireveryday struggles. 
For instance, women would use their 
personal experiences and problems to 
provide a critical assessment of manage¬ 
ment practices or workplace hierarchies. 
Women workers in general argued that 
they did not have any sources of support. 
The response of one woman, “Who is 
there to help? I do everything alone?’’ was 
echoed by many of the women whom 1 
interviewed in the mill. In particular, 
women workers indicated that mey did not 
view trade unions or workers’ community 
organisations in the mill as a potential 
source of support. Their responses revealed 
aconsciousness of the systematic exclusion 
of women from the public sphere of .social 
and political power. Representation of their 
personal experiences cannot be understood 
as a form of individualism but as a sharp 
critique of both union and management 
practices. One woman workerforcxample 
argued; 

If you go to them [union leaders] they say 
comeback later. Later. The labour officers 
also say the same thing. They say come 
back later. He [pointing to empty chair ot 
the personnel manager] never has time...We 
beg and plead about our problems but no 
one will listen. But if three or four ot 
these big men go into the office and make 
loud noi.scs they will immediately say 
come and sit down. And they will give 
them help. 

This analysis presents aclcarconsciousness 
of the gendered nexus between manage¬ 
ment, unions and a privileged .section of 
the workforce. Another woman recounted 
an incident to demonstrate the absence ot 
institutional support for women workers, 

It someone is in trouble no one will help. 
I’ll tell you one story about one woman 
I know. Last year one woman had an 
accidentinthemill. She fell intoamachine, 
her whole back was destroyed. She was 
in the hospital for three months. No one 
helped. The management did nothing, the 
unions did nothing. We went around and 
collected two rupees or three rupees from 
each person and helped her. No one else 
bothered. If there is something big that 
happens the union will do something. If 
someone assaults me or beats me in the 
mill. If there is some incident with me of 
course they will do something. If there is 
something big. Otherwise no one will help 
If there is a problem or hardship we face 
there is no one. 

Hence, women workers perceived the . 
unions’ definition of what qualiTies as an V. 
‘incident’ as implicitly exclusive of the 
concerns and interests relevant to their 
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lives and work-llie consciousness of 
women workers of the exclusionary nexus 
between unions and management has 
teinforced the reluctance of women to 
participation in trade unions. One woman 
t»)i example argued, "you have to give 
them money ..Whatever it may be you 
have to give them something. Even if it 
IS ten rupees I won't do that. I won’t give 
money." 

Such responses shed light upon the 
question of lyqmen’s participation in union 
activity. I^rWlevels of participation and 
membership ot women in unions in com¬ 
parative contexts [Cook, Lorwin and 
Paniels, 1992) have often been interpreted 
ill terms of the 'apathy' and 'passivity' of 
working class women. I would argue that, 
on the contrary, women's rejection ol union 
activity can be understood as a form ot 
consciousness of the exclusionary, gen- 
Jcied practices that have often characteri¬ 
sed the mainstream national trade unions. 

My lescarch on women working in the 
mill reveals that the scope toi independent 
collective action has been severely restric¬ 
ted. The combined lorces ol comiietition. 
dependence on employment and the re- 
iienchmcnl ol women Irom the workforce 
have leduced the possibi lity for such action. 
This IS particiilaily evident m light of the 
lad that during the 1950s and 19f»0s 
women workers demonstrated militant 
opposition to their retrenchment Irom the 
mills. In the pre.sent context, the ability to 
gain employment is the most pressing issue 
(oi women workers, particularly in light 
ol pastrctienchment andpieseniobstacles 
to employment. As one woman argued. 
It three i>i tour ol us talk togcthei and say 
we will go to the management and say 
something the others will tcci they will 
lose their jobs ,So we don't do anything. 
We are atraid to say anything to 
management. .Each of us is sobu.sy Hying 
to see to ourselves. We have so many 
problems. We work tor so many yeais but 
we ate not pcimanent workers. I have to 
take care ot my brothers. .She has three 
children to take care of...We cannot do 
anything to make things better. Anyway, 
we have no money to do anything. 

The point is not that women workers are 
passive victims or that they arc essentially 
incapable of engaging in collective action. 
However, structural constraints and an 
ah.scnce of re.sourccs .severely limit the 
possibilities fororgani.sational activity. As 
Bourdieu has suggested, the absence of 
resistance by metnbers of a subordinated 
group often denotes an ability of the 
individuals to rccogni.se the immense 
structural constraints which they are faced 
with and to gain a "practical mastery of 
the social structure as a whole”. {Bourdieu 
1985:728). It is this recognition of the 


immense odds which dtey face which 
compels women to adopt a pragmatic view 
of their everyday lives and transforms 
collective protest into a sphere for the 
relatively privileged members of their 
community. Hence, women’s lives in the 
jute mill were centred around the struggle 
to survive, a task which left less time and 
space for overt protest or organisation. 

However, an exclusive focus on such 
structural constiaints on collective action 
without an analysis of the ways in which 
women workers interpret their own acts 
does not fully capture the meaning of their 
everyday struggles. Women whom I 
interviewed stressed their concerns about 
ihcir childrens' future and indicated that 
they hoped their labour would produce a 
better life for their children. In their 
perception of their productive and repro¬ 
ductive labour, these women understood 
Iheir everyday activities as an attempt to 
mteirupt the reproduction ol structures ot 
patriarchy and capitalism in the mill and 
111 the labimr lines. They emphasised their 
hopes that their children would become 
educated so that they would not have to 
woik m the factory; they did not imagine 
a liiturc in which theirchildrcn would take 
over their jobs. A particularly stark example 
of this vision was repre.scntcd by the case 
ot one woman who expressed her desire 
to educate her daughters and to physically 
send one ot her female babies away so she 
could escape both the factory and mill 
lines [Fernandes 1997bj. In this discursive 
construction of thcirdaily actions, women 
whom I spoke with understood their 
practices as an attempt to ultimately di srupt 
‘macro’ structuics ot power rcpmduccd 
within the factory, community and family. 

The meanings which women give to 
their everyday lives provide us with the 
analytical space to move beyond a classi- 
lication which either constructs women 
workers as clear resistors to or passive 
victims of structural oppression. On the 
one hand, the struggle of women workers 
simply to survive on an everyday basis 
cannot be adequately conceptualised in 
terms of the category of resistance. Yet 
on the other hand, women workers inter¬ 
preted their labour as a means to provide 
a better future for their children, one that 
would move beyond the structures which 
have circumscribed their lives. I have 
already suggested that this imagined future 
and Ihcir investment in their children 
prevents us from reducing their practices 
toim individualistic form of survival. More 
significantiy, they did nut perceive their 
labour as merely serving the needs of 
capitalism or patriarchy even while they 
are acutely aware of the implications and 
effects of such larger structures. In this 


context, weeannotdien assume that wbmoi 
workers in the mill are simply victims or' 
that women's reproductive labour can be 
reduced to the reproduction of these 
structures [Kuhn and Wolpe 1978). 

By taking .seriously the ways in which 
women workers discursively construct 
their own social location, practices and 
experiences we are able to construct a third 
possibility, one that can inform recent 
research which has pointed both to the 
dangers of romanticising resistance lAhu-> 
Lughod 1990] and the problems of pre-b 
senting women as passive victims of 
.structures of oppre.ssion [Mohanty 1991], 
This can allow us to analyse the very real 
material effects of a multilayered structure 
of 'the working class’ without foreclosing 
an understanding ot the critical visions 
which women workers pnxiucc in order 
to momentarily interrupt the reproduction 
ol the.se narratives - visions which arc of 
fundamental impoitance in interrogating 
the regimes ot power which operate in the 
mill, community and tamily 

Conclusion 

I'his essay has attempted to analyse 
certain formsol cultural politicsasameans 
ol demonstrating the varying layers of 
structural inequality that serve toconstitute 
the working class. In this context, 1 have 
engaged in an attempt at 'writing against 
culture' [Abu-Lughod 1991] as a means 
ol moving away from conceptual ap¬ 
proaches in which a narrow focus on the 
materiality ol culture forecloses the pos- 
sibililyofrevi.singourconcepUonsofwhat 
counts as ‘structure'. In thinking of the 
Uructure ol 'the working class' as multi¬ 
layered and as produced in time, space and 
movement, my aim has been to argue that 
cnticisms of teleological, unitary con- 
ceptionsof the working class do not neces¬ 
sitate a shift from but rather a revision of 
the ways in which we think of structuralist 
analysis. For instance, by examining the 
linkages between class, gender and com¬ 
munity in the jute mills we can move away 
from a focus on the ways in which cultural 
difference forecloses class politics to an 
understanding of the ways in which 
different forms of class-based political 
practices may contest and repioduce the 
intersecting structural hierarchies which 
constitute the working class. For instance, 
in the jute mills community-ba.sed politics 
have contested certain forms of manage¬ 
ment control over the workers’ residences 
yet reproduced gendered inequalities that 
structure the working class. Rather than 
resting with the assertion that pre-capitalist 
cultural identities simply foreclose the 
emergence of class politics, the essay has 
instead argued that such cultural ties point 
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to the layered structural formation of the 
working class in the jute industrial arena. 
An interrogation of the distinction between 
the categories of culture and structure 
neccssitalesanunderstanding ofdifference 
which is constitutive of the structure and 
politics of the working class rather than 
as a predetermined obstacle to oppositional 
class politics. 

Notes 

(Thisessay was first presented at the Social .Science 
Research Council Conlcrcnce on “The Woild of 
Indian lndu.slnal Lahnur". Ainstcrdain. I>;ccinbcr 
9-13,19971 

I The essay draws on 18 months of fieldwork 
which included a detailed study of one jute 
mill in Calcutta based on daily visits to the 
factory for approximately 8 hours a day. 
interview conducted at other jute mills in 
West Beng.-i], interviews wilhstate-levelunion 
representatives Iroin the leading central trade 
unions and archival work conducted at the 
Indian Jute Mills As.s(K'iation l>ue to limits 
ol .space, the essay is confined to a discussion 
of a few examples from this research A full 
prosentation of the enipincal re.search and 
theoretical argument is contained in Feniandcs, 
1997a 

The contours of the debate over exceptional isni 
and univcrsalism have al.so taken place in the 
context of studies ol labour politics in the 
United .States and Bntain with the case of 
English working class formation serving as 
the ideal type tor the behaviour of ‘the working 
class' and the United States serving as a 
markerufexcepiionalism Fbracntical review 
of conventional explanations of ‘Amencan 
exccptionalism' see Katznelson (1981) 

3 Such studies of thc.se two variants test on 
images of the 'traditionalism' of the Indian 
woiker On one hand, the Indian worker is 
depicted as rural and illiterate and therefore 
different from the modem (western) industrial 
worker See for example Rao, 1965 On the 
other hand, such studies focus on the way in 
which precapitalist lies serve as an obstacle 
to the class conciousness of the Indian worker 
See for example Mamkooitam (1982' 124) 

4 ThispointhasalsobeeninadcbyChandavarkar 
(1994) 

5 For instance, Chakrabarty (1989) depicts the 
problem of culture as a problem of the 
persistence of the 'primordialism' of cultural 
identities. See Fernandes, (1997) for a more 
extensive dtscnssion of ('hakiabarty’s work. 

6 Chakrabarty (1993. 1095). 

7 Aihwa Ong, for instance, argues that the Malay 
women workers in her study see themselves 
as "politically informed Malay Muslims” rather 
than as a class in the Marxian sense fOng 
1988J. However, her discussion and rejection 
of the category of class is based on an analysis 
of class as an identity. She does not, for 
instance, address the question of whether the 
location of women workers in the factory 
constitutes them as a class in a structural 
sense. In the process, her nch ethnography of 
the inieisectioas between gender and the labour 
process docs not lead to rethinking of the 
category of class and the ways In which the 
structural position of the Malay working class 
is constituted through a layerixi intersection 
of gender, ethnic and class iclatioas. 

8 Thevastliteralureontherelationshipbetween 
gender and labour in India as well as in 


comporati VC contexthas significantly luuetiied 
both conceptions of structure as well as (he 
opposition between cultural and structuralist 
approaches. Research on the gendered division 
of labour and the relationship between 
production and reproduction has demonstrated 
the assymetrical structural relationship 
between male and female workers. Such 
research has demonsU'ated that while gender 
inequalities are linked to hegemonic cultural 
nuniLs they arc also structurally-based identities 
that both shape and arc produced by socio¬ 
economic processes. .See for instance Acker 
(1988), Banerjee (1991), Mies (1986). 

9 I discuss this at length in Fernandes (1997): 
chapter 4. 

10 For a theoretical discussion of the multiple 
and interesting forms df structure which shape 
(he categories of women and women’s agency 
sec Kumkum Sangari (199.3). 
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Political Economy of Labour and Development 

in Kerala 


KPKannan 

Kerala is well-known for its achievements in the sphere of social development that includes a rapid and 
high level mobilisation and organisation of workers regardless of location and sectoral occupation. However, 
such a process of social development without a commensurate transformation of the productive sectors has 
presented Kerala with some major dilemmas. This paper therefore takes a critical look at the political economy 
of labour and development by examining the roles of labour unions, state, and capital. The three dilemmas 
relate to (i) technological choice in the face of high and rising labour costs'in labour-intensive activities 
for maximising long-term growth and employment, (ii) mismatch between labour-supply and labour demand 
as a result of changing job expectations of the younger generation in a technologically stagnant economy, 
and (Hi) lack of new investment de.spite growing loanable funds and declining resistance to technological 
change. The failure of labour unions to agree to productivity improvements through technological changes 
and increasingly resorting to ‘closed .shop’ strategies has been particularly emphasised. 


Introduction 

A political economy perspective is un¬ 
avoidable while discussing problems of 
Kerala's economic development. Distribu¬ 
tive issues have been so central to the 
question of economic development in 
Kerala and its achievements in the spheres 
of land reform, education, health care and 
public distribution of foodgrains set it 
apart from the rest of India by early 1970s 
[IIN/CDS 1975], While Kerala is held up 
as a model for other Indian states as a 
shining example in .social development 
[DrexeandSen 1989,1996J, its slow growth 
in the economic sphere, especially in the 
commodity producing sectors, has been 
pointed out as a .serious and continuing 
problem in its quest for overall develop¬ 
ment [Kannan 1990; Isaac and Kumar 
1991], The highly contested nature of 
distributive issues in a regime of low 
accumulation has given rise to several 
dilemmas in Kerala's development sce¬ 
nario. Without resolving these dilemmas, 
the problem of low per capita income and 
persistent high unemployment will con¬ 
tinue to dominate discussions on Kerala's 
development This paper is an attempt to 
articulate the nature of these dilemmas by 
examining the role of labour unions, state 
and capita. 

Of course, the above nrentioned three 
institutions are the most important ones 
in any discussion of political economy of 
development. However, in the Kerala 
context their relative power may be seen 
to be different from what is convention¬ 
ally understood. To begin with, it must be 
pointed out that the role of labour unions 
have been central in deciding the course 
of Kerala’s economic development. And 


they occupy a crucial role in any future 
strategy of economic development. Hie 
all-encompassing nature of unionisation 
in Kerala has often accorded the unions 
a proactive role with the state responding 
to given situations. While labour unioas 
HI Kerala, as elsewhere in India, arc linked 
to political parties and have national level 
organisations, they do enjoy a certain 
degree of autonomy at the regional level. 
In the Kerala context this has been much 
more pronounced arising out of historical 
factors as well as its relative power vis- 
a-vis state and capital. 

The state in Kerala, as represented by 
the state government, has much less 
degrees of freedom. It is critically depen¬ 
dent on the central government for finance 
and much of investment decisions in the 
public sector fall outside its realm of 
control. That does not mean it is powerless 
to decide on the direction of development 
and intervene effectively when it so de¬ 
sires. However, in the Kerala context, the 
state has not been able to exercise a deci.si ve 
role in determining the course of eco¬ 
nomic development in general and invest¬ 
ment decisions in particular. The coming 
to power of political parties strongly 
supported by the labouring poor in general 
and organised labour in particular has 
meant that the government has had to 
address distributive issues first. Given 
the dependence on wage labour of the 
majority of the population, important 
politkal parties sought to create their own 
political constituencies among the 
labouringclass. Organised labour, because 
ofitspoliticalclout, may be seen to exercise 
a hegemonic role whether or not the 
political party - rather parties - in power 
is depemtent on their su|^rt. Much of the 
energy of the state was Erected at medi¬ 


ating disputes between labour and capital 
and/or labour and state. Given the influen¬ 
tial positioning of organised labour and 
the limited financial capacity of the govern¬ 
ment, the state in Kerala may be charac¬ 
terised as a 'soft' institution. Because of 
such a situation the state is seen, more 
often than not, as a reactive institution 
than a proactive one. 

The characterisation of capital in the 
Kerala context is also important. Capital 
as a class has been a much less powerful 
institution compared to the country as a 
whole. Since the formation of the state of 
Kerala the influence of capital over the 
government has been a marginal one at 
best. The land reform measures did away 
with the emergence of agrarian capital in 
much of agriculture. Plantation sector 
retained a capitalist class and in terms of 
numbers most of them were small-scale 
capitalists. Because of the tiny nature of 
the modem manufacturing sector, indus¬ 
trial capital was negligible. Capital as a 
class in Kerala was, and continues to be, 
mostly mercantile in character engaged in 
such small-scale agroproccssing activities 
as coir, cashew, fisheries, wood, vegetable 
oils, etc. The .strategy of such a capitalist 
class was confined to absolute extraction 
of surplus until that was effectively coun¬ 
tered by the emergent organised power of 
labourers. A shift to a strategy of relative 
extraction of surplus value via introduc¬ 
tion of technological changes was partly 
thwarted and partly became unattractive 
to capital producing a stalemate in the 
commodity producing sectors of the 
economy. The state could neither induce 
such a change ndr take up that role. 

It is in such a backgroui^ that we need 
to examine the dilemmas facing Kerala. 
We identify here the emergence of three 



dilemmas. Before going into the details, 
they may be briefly stated as follows. 

II 

Three Dilemmas in Linking Social 
Development with Economic 
Growth 

Kerala economy was characterised by 
a higher share of wage labour than (he 
other states in India when it began to 
embark on a nationally determined 
programme of economic development. 
This was due to the predominance of cash 
crop cultivation in agnculture and labour- 
intensive agroproccssing activities in in¬ 
dustry and trade and transportation and 
related occupations in the service sectors. 
'Ilie share of miHlcm industry was small. 
Unionisation of the labour force meant the 
organisation of a vast mass of workers m 
what IS called the ‘unorganised’ oi ‘infor¬ 
mal’ sector of the economy. More appio- 
priately, one may characterise tliern as 
belonging to lower fonns of capitalist 
production ranging from putting out sys¬ 
tems to wage labour in what Marx referred 
to as ‘manutuclorics’ Better conditions of 
work and wages lor such labourmeant that 
the employeis hud tocontend with a smaller 
share of the surplus Two options were 
open betoie them. One was to go lor 
technological changes that would have 
increased labour productivity making it 
possible for employers to earn a higher 
share of the surjilus produced. From the 
development planning point of view this 
could be pmsenled as a pnibletn of 'choice 
of technique’ about which much has been 
written in the Indian context.' Support lor 
technological change, especially from the 
state, would have meant unemployment 
ot large numbers of workers. At the same 
time, this would have led to a higher rale 
ot growth of output over a period of time 
assuming re-investment of the .surplus 
generated. Preventing technological 
change was meant to protect current 
employment hut could prove costly, as it 
did, in terms ot re-investment and long¬ 
term output growth. This, of cour.se, would 
depend on the time-hori/on that the plan¬ 
ners have in mind. But in the Kerala 
situation the problem cannot be discussed 
without refercnee to powerful institutions 
that influenced such decisions. The state 
government opted a course of halting 
technological changes under pressure from 
labour unions However, such a course of 
action did not result in protecting current 
employment. A crucial factor for Kerala 
was the regional nature of its economy 
This meant that employers could excrci.se 
the second option, i e, to migrate to regions 


outside Kerala where there was no resis- 
t.ince to .such technological changes. In 
addition, these rcgionsoffetcd lower wages 
that turned out to be an added advantage. 
Labour institutions and the state had very 
little power to influence such decisions of 
employers. Faced with such a situation, 
labour unions and the sute resorted to a 
strategy of co-operativisation of such 
labour-intensive industries as were threat¬ 
ened by unemployment, ’fhis strategy was 
ineffective since political initiatives to form 
and suppoit co-operati ves were not backed 
by effective management and viable eco¬ 
nomics. The result was large-scale unem¬ 
ployment and underemployment of rural 
i.ibour. especially women, who were 
employed in large numbers in many labour- 
inten.sive iKcupations. Therefore the first 
dilemma, laced by Kerala in the I %0s and 
1970s, may be characterised as follows. 

Dilemma I: Halting technological 
changes in labour-intensive activities 
during a pcricxi of rising labour costs failed 
to realise the short-term goal of protecting 
employment while resulting m the loss of 
potential output and employment ot such 
changes in the long-term. 

A different .sort of dilemma surfaced 
within one generation that coincided a 
demographic transition. As social devel¬ 
opment policies continued by the govern¬ 
ment and social welfare - basically 'poor 
relief’ - programmes expanded, there was 
a general decline m the incidence of 
poverty. The inflow of large-scale remit- 
lances from migrant labour in Gulf coun- 
tnes enhanced tlie sphere of circulation in 
the Kerala economy and expanded the 
until now tiny construction industry and 
related activities. A strongly unionised 
labour force, along with such other en¬ 
abling factors as the ‘interrelated’ nature 
ot the labour market [Krishnan 19911 
enabled continued rise in wages of labour. 
As the social profile of the younger gen¬ 
eration of the labour force changed, .social 
preferences foremploy ment also changed. 
Younger members in the labour force 
started opting out of the casual labour 
market despite higher wage rates. Their 
preferences was for stable employment. 
Generation of new employment was so 
low because of the inability of the state 
to attract new investment and decline in 
the technologically stagnant labour-inten¬ 
sive occupations. The only sector where 
some incrca.se in employment was evident 
was in the service sector. Such a situation 
pioduced, since the mid-1980s, a new 
dilemma for the Kerala economy which 
may be characterised as follows. 

Dilemma 2: An accelerated process of 
social development in the context of a 


demographic transition has resulted in a 
mismatch between labour supply and 
labour demand. The result is the existence 
of a vast reservoir of reasonably educated, 
young, socially conscious labour force and 
a technologically .stagnant economy surviv¬ 
ing on the expansion of the service sector 
resulting from international remittances. 

In this process women workers seem to 
have been more adversely affected than 
men. In retrospect, it would appear that 
the social costs of halting technological 
change - a crucial element in the moderai- 
.sation of the labour-intensive and low 
value-adding activities - have been too 
high. It could neither protect current 
employment nor lead to a long-term trans¬ 
formation of such mdustrie.s/activities into 
higher forms of production and output 
growth. 

Since theearly 1990s, coinciding a rapid 
and large-scale liberalisation of the Indian 
economy, concerted efforts have been 
made by the state to attract new invest¬ 
ment. The earlier resistance to technologi¬ 
cal change has slowly begun to weaken 
although (he comparative advantage of 
capital in locating industries outside the 
state has not diminished. Kerala also 
witnessed the emergence of .some other 
favourable factors. The continued remit¬ 
tance of earnings by workers employed in 
the Gulf resulted in a steady growth of 
bank deposits creating a large pool of 
loanable funds for investment purposes. 
The availability of educated and skilled 
labour ha.s added to the attraction of Kcral a 
as an investment-fnendly place. There has 
al.so been a perceptible drop in (he inci¬ 
dence of industrial disputes in the state 
reversing its earlier image as a labour- 
problem state. But Kerala has found itself 
in another dilemma. 

Dilemma J: Despite the emergence of 
Kerala as an investment-friendly place 
with considerable loanable funds in the 
banking system and a decline in the inci¬ 
dence of labour problems, the state has 
failed to attract significant new inve.stmcnt. 

This new dilemma has placed the role 
of the state in a new light. While the earlier 
strategy of state-led industrialisation did 
not take off, the new situation has under¬ 
lined the importance of the provision of 
critical inputs which are in the nature ot 
infrastructure development. The must 
important is the availability of electrical 
power. This has come at a time when the 
state’s capacity for investment is declin¬ 
ing as well as a situation where there is 
a reduction in state’s support for social 
security and social development. Such a ‘ 
prospect for the decline of the role of the 
state could lead to increasing labour costs 



as a pan of the consttmptioh of pooler 
households is met from state suppoiteither 
directly or indirectly. 

What follows is an elaboration of the 
Luntext of these dilemmas. 

Ill 

Gains of Unionisation and 
State Intervention 

The generalised process of unionisation, 
which bepn in the early t9.?0s did not 
in fact make any distinction between uiban 
and rural workers, informal and formal 
sectors, men and women, primary, sec¬ 
ondary and tertiary sectors. This is a 
remarkable achievements as it gave the 
workers especially in rural areas, a distinct 
idcntUy of their own as part of collective 
organisations. The ability of lahourunions 
to exercise considerable bargaining power 
was directly related to the political process 
in which pro-labour governments came to 
power from time to time. The land reform 
measures initiated in the late 1950s, but 
enacted in the late l96Us, .abolished ten¬ 
ancy and undercut the power of landown¬ 
ers over the landless agricultuml labourers. 
A .scries of other state interventions such 
as the policy of keeping the police out ol 
labour disputes, creation of disputes reso¬ 
lution mechanisms, introduction of mini¬ 
mum wage legislation, and political .sup¬ 
port for labour struggles created favourable 
(.onditions for labour unions. Notable 
achievements of unionisation included 
such conditions of work as a would ap¬ 
proximate to those in formal employment 
Status in the organised .sector. 'ITiesc relate 
to fixed hours of work (eight hours or 
less), impersonal in place of patron-client 
relationships, non-wage benefits and loos¬ 
ening the linkages as between land, labour 
and credit (e g. Kannan 1988, 1992]. 

The second notable achievement was a 
sustained increa.se in wages that exceeded 
the increase in cost of living. Wage dif¬ 
ferences for similar skills were not signifi¬ 
cant. However, such differences were sharp 
as between men and women.^ A third 
notidilc achievement was the political 
support extended to labour to form labour 
co-operatives whenever they were threat¬ 
ened with either migration of the indus¬ 
tries or closure of units. Last, but not the 
least, was the initiation of a number of 
labour welfare measures including old- 
age pension to rural workers and creation 
of welfare funds that imparted a degree 
of economic security to many segments 
of the hitherto unprotected labourers. Such 
economic security was enhanced by sev¬ 
eral poverty alleviation and food security 
programmes - all of which may be la¬ 


belled as pobr-ielie^-^the govenuneiiL 
lliese poor-relief measures accounted for 
a little more than one-fifth of the rural 
labour household consumption by the early 
1980s [Kannan 1995:7221. 

IV 

Demographic Transition, Sustained 
Social Development and Changes in 
Labour Supply 

The period of widespread unionisation 
and the organised profile of labour in 
general and rural latwur in particular, i e, 
from early 1960s to mid-l 980s, coincided 
with a demographic transition and sus¬ 
tained social development that affected 
the labour supply.^ The high population 
growth rate (around 2.2 percent) between 
1931 and 1971 arising out of declining 
mortality contributed to an increase in the 
share of the labour force (economically 
active population in the age group of 
IS-S9 years) in the total population. 
Projections suggest that such a tendency 
will continue till the turn of this century 
(Rajan ct al 1993]. In 1961 the economi¬ 
cally active population for males was 51 
per cent of the total and this increased to 
62 per cent in 1991. For females this ratio 
increased from 52 to 63 per cent. This has 
meant a greater pressure in the labour 
market, 'fhe increase in labour supply has 
been accompanied by an improvement in 
social development indicators in Kerala. 
Ihese include a continuous incrca.se in 
literacy and .schooling, increa.se in age at 
niarnage for women, a reduction in the 
number ol children, increase in life ex¬ 
pectancy that is greater lor women than 
men, a sharp reduction in infant mortality 
and, better access to such collective goods 
as transport and communication (Table 5). 

This meant that not only was there an 
increase in quantity of labour supply but 
also a qualitative change in its profile. The 
quc.st for belter conditions of work, wages, 
non-wage benefits and such other arrange¬ 
ments as would approximate to formal 
employment status could therefore be 
better appreciated if we take into account 
such an underlying process of qualitative 
change. The strategies pursued by labour 
unions in such a context led to crucial 
implications in terms of employment, 
output and growth. 

V 

Wage Gain but Job Loss 

Better conditiorcs of work and increased 
wages for labour meant an incrca.se in 
wage costs for employers. This threatened 
to reduce the share of profits in the value 


(br the entploym. Frem a dyntii^ 
point of view, emfdrical evidence so far 
suggests that the rate of growth in product 
wages was higher than the rate of growth 
in labour product! vity since the mk)-1970s. 
This isespeciaily so in agriculture (Kannan 
and Pushpangadan 1988) and small indus¬ 
tries [Thampi 1990]. Kerala does not enjoy 
wage advantage in many of the large-scale 
manufacturing also (Albin 1990], A dis¬ 
aggregated analysis of wage-productivity 
relatiorcship for the factory sector revealed 
that nearly half the number of industries 
(at the 3-digit level), accounting for 
two-thirds of the value added, do not 
enjoy a wage advantage [Subrahmanian 
19W:2053]. However, examining wage 
trends lor workers in the production pro- 
ce.s.s per se may not give an overall picture 
of the wage cost in Kerala. What needs 
to be examined is the entire gamut of wage 
co.sts for employers including wages of 
workers in production, wages during 
construction, wages fur goods handling 
and transportation. Added to this arc the 
psychic costs of managing labour rela¬ 
tions in an environment of multiplicity of 
unions, their rivalries and the political 
patronage tor .shoit-tenn gains. In such a 
situation, the response of employers was 
to introduce technological changes wher¬ 
ever feasible and/or to shift the industry 
to low wage areas outside Kerala. The 
high profile of labour unions and their 
power to disrupt work accelerated the 
process of migration. Some prominent 
examples will illustrate this development. 
In the coir manufacturing industry, de¬ 
mand for increased wages and better 
conditions ol work led to the closure of 
factories by the employers, l^ter, they set 
up .small workshops in rural areas. When 
labourers in these workshops were also 
brought into the fold of unions, employers 
sought technological changes. More capi¬ 
tal-intensive technologies were available 
in coir dcilbring, spinning and manufac¬ 
turing operations making it possible to set 
up integrated plants. Unions opposed such 
technological changes which the govern¬ 
ment supported. Meanwhile, employers 
intmduced technological changes outside 
Kerala. Coir factories, mainly employing 
men, and coir processing uniLs, mainly 
employing women in hou.sehold units as 
well as small rural workshops, experi¬ 
enced a decline in employment over a 
period of time thereby leading to a severe 
ensis in the industry in Kerala [for details 
.sec Isaac, et al l992;Ch 2]* In the 
handloom weaving industry, absence of 
modernisation (ancluding technological 
changes) in the Schumpetarian sense, led 
to the decline of the industry in Kerala. 
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This was despite Che demonstrated ability 
of the workers to innovate products and 
capture foreign markets tor a short span 
of lime At (he same time neighbouring 
states witnessed the intioductiun of 
powerlooms and an increase in the output 
of textiles Coimbatore and Salem dis 
tiicls m the neighbouting state of lamil 
Nadu witnessed the emergence of hosiery 
indusliy followed by technologically 
sophisticated garments industry The 
emergence of lirupur in ( oimbatore dis 
trict as a centre for woven clothes and 
garments with a turnover of over Rs 20 
billion pci annum by the l‘)90s and 
emploMiig nearly 2 M)0(K) workers is in 
shaip conti ist to the archaic slate of the 
handloom textile industiy m the neaihv 
stale ol Keiala with Us high quality of 
labour torcc Industries such as tile maiiu 
lactuiing long established in Keiala, also 
grew up in the neighbouring states 
In those laboui intensive industiies 
where technological change pci sc was not 
on thee irds there wasastioni:erttndcnc\ 
to migiate to low wage areas rather than 
embark on a programme of mode'iiisation 
to eiihanee laboui puiductivity loiVm 
plovers who we it laieely meaantile in 
naiuie ihe tasiei option was to migiate 
to low wage art as not lar Irom the hoidt rs 
ol Kerala A prominent example is that of 
the eashew pioeessmg mdustiy cmplov 
mg aioundone lakh woikers 95 percent 
ol whom weie women Introduction of 
mmimuinw igesaiismgoutof the demand 
ol laboui unions md Irusiratmg employ 
CIS altempts lo lesoiting putting out 
systems ihiough conliol ol law mateiials 
lesulted m huge stale migiation ol the 
mdustiy lo lamil Nadu and i shaip dc 
dine m cmplovineiit m the industry m 
Kerala |Kannan 1985] In the icgistereci 
tacloiy sector the numbei ol workers 
employed dee lined hv more than hall 
t56 pci cent) between 1975 and 1988 al 
though the per tapila employment re 
inamed ste idy at a low level of aiound I U) 
days (Dce'pa 1994 46] A similar situation 
arose m hecdi making industry concen 
trated m the not them part of Kerala m the 
late l9WK|Kannan 1988 Raghavan I986| 
The high piolile ol labour m dictating 
wage and terms of woik was also felt in 
agriculture During the 197()s whenfatm 
ers in paddy cultivation intiodueed 
mechanisation ot agiicultural operations 
the situation wis one ol excess laboui 
supply because of demographic factors 
and dee lining employment opportunities 
in the labour miinsive manulactuies dis¬ 
cussed e'ailici Ihe impetus tor techno 
logical change came as part ot a stiategy 
ot modernisation ot agriculture later 


known as the gteen revolution strategy, 
adopted by the central government Umons 
actively opposed such technological 
changes in agriculture They resorted to 
a variety of tactics including such Luddite 
ones as bicaking up such machines as 
iiactois Rural labour relations became 
luisc throughout the 1970s in Kerala Faced 
with a situation ot increasing wage costs 
without acommensurate increase in labour 
productivity farmers lesoitcd to a strategy 
of crop substitution in favour ot low labour- 
absorbing crops This process, started in 
mid 1970s IS continuing Between mid- 
1970s and early 1990s area under paddy 
registered a decline ot nearly 10 per cent 
and by mid-1990s by 40 per cent' This 
decline in aica aggiavatcd an already 
dcteiioratmg situation of employment of 
agiicultural labourers On"a conservative 
estimate the decline in employment (ex 
eluding harvesting and post-harvesting 
operations) duetoadcclinetnarea would 
be’ aiound 15 million man days between 
mid 1970s and early 1980s and around 50 
niillion man days by mid 1990s ' More¬ 
over the crop cultivating agricultural 
se'itor stagnated since the mid 1970s lo 
Ihe mid 1980s theieby imposing an aeldi 
lional constrainl in enhancing employ 
inent in ihc economy as a whole [Kannan 
ind Ihishpangadan 1988 and 1990] 

The opposition to technological change 
was a geneialised one arising out ot the 
well known trade unionist strategy ol 
protecting current employment Thus in 
the context ol Ihc organised power ol 
I iboui unions in Kerala it was not con 
tilled to agiicultuie and labour intensive 
maiiulacturing I abour unions in the 
Ol e.inised sector - both public and pn vate 
opposed technological changes Unions 
III such public seclor oiganisations as 
commercial banks and insurance compa¬ 
nies as well as those in public admmis 
tuition opposed loi example the intro¬ 
duction of computers in the I97()s In the 
( ochinpoit a critical infrastiuctuic facil 
iiy in the public domain containerisation 
and lelated technological changes were 
initially opposed and later stnmgly con 
tc sted lesulting in considerabledelay Here 
payment ot wages to port workers even 
when labour was not lequired for a spe¬ 
cific |ob (subsequent to the introduction 
of new technology) was ensured A simi- 
l.ii stiategy was also adopted by the 
headload workers' who in the late 1970s 
emerged as one of fhc most powerful 
I ihour unions in Kerala They insisted on 
c mploying union members in the respec¬ 
tive localities to peiform the loading and 
unloading of goods and enforced wages 
on which the employers had very little 


control. A system of payment ot ‘wages’ 
even when such labour w<ks not actually 
employed was also successfully enforced 
A similar system was enforced in paddy 
cultivation in the wetland region ot 
Kuttanad in southern Kerala (which still 
retains powerful agricultural laboui 
unions) In this case the farmers were 
made to agree to make payments to tra¬ 
ditional ploughmen (who did animal 
ploughing of the belds) when tractors were 
introduced for such ploughing Although 
majority of rural labour unions could not 
resort to such tactics, this perhaps contnb- 
uted a great deal to an unlavouritble image 
ol labour in Kerala especially among 
prospective investors 

VI 

Failed Strategies of 
Employ ment Protection 

Fhe union strategy ot secuting better 
conditions of work and enhancing wage 
rates did succeed to some extent in the 
initial phase But it tailed in preventing 
a decline in employment because of 
(I) insignificant new investment (ii)large 
scale migration ol the laboui intensive 
manufactures and (iii) a shift to less labour 
absorbing cropping pattern in agriculture 
Ihe political clout cnioyed by labour 
unions enabled them to advocate the 
formation ol labour co operatives as a 
strategy to prevent a sharp decline in 
employment I hus co-operatives m coco¬ 
nut husk procurement coir spinning and 
in manufacturing coir products were set 
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Nute fniainie growth rates have bci n calculated 
by fitting linear function Population 
growth rates have been calculated using 
compound gmwth rate formula on the 
basis of estimated annual population 
Period I refers to 191)0 61 to 1974 75. 
Penod If to 1975-76 to 1987-88, and 
Penod III to 1988 89 to 1995 96 1975 
marks the beginning of significant remit 
tames into Kerala and 1988 marks the first 
major shift in national economic policy in 
favour of economic liberalisation 
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up in the IVSOs and the 1960$. Demand 
tor wage increase and better conditions ot 
work in the beedi making industry was 
responded by employers by shitting the 
industry to neighbouring states The 
union’s response was to toim a to-opera- 
iive with the active support ot the govern- 
^ ment to protect the employment ot over 
' ■’OtKM) male workers To protect the 
declining handloom weaving industry 
the stale government moved to set up 
weavers co-operatives and nearly 80 pei 
i.eni ot the liKims were brought under the 
to operalive told Co-operatives ot toddy 
I ippei s were I ormed as eai ly as late 195(K 
to protect the higher earnings ot those 
woikcis The cashew pnKessing industry 
I inote pioliiahle one among the labour 
iniLnsi vc manufactures also witnessed the 
luimation ot co operative tactoiies (and 
1 state owned development corporation) 
III the I98()s as a response to the large- 
stale migration ot such latuiiics m the 
pri\ lie setlorlo the neatby slates Several 
irlisanal woikeis such as those in handi 
trills weie also hiought undei the co 
opt*Mti\i lold in icsponse to the deleno 
I iling cniplovmenl situation in the slate 
rite poliiital tnihusiasm lot the ioima 
lion ot tooptiatives was however not 
maithed by the peitoimancc ot these co 
opi raiives Allot iblc exception is the becdi 
to operatise whit h lemains as a shining 
X impic ot a sutttsslul laboui co opcia 
iivt IKannan l‘)8X Kaghavan 1986] All 
tlur cooperatives were riddled with 
sivtral piohicms thieaiening their sur 
sivil without covcrnnienl support lo 
btein with these eo opeiatives weie 
polilieally managed with berths given lo 
politieal aeii vists at dil tcrcnl levels to Umk 
iltci their at lairs Howcvei the day to 
dav adininistialion and Iinancial manage 
ment could not be handled by these co 
operatives and hence were dependent on 
'o\ emment huieaucracy for such support 
IImdiy eoiiuptioiibecameihcrulelathcr 
than the* cxeeption m most ol these eo 
o|)erjtivcorganis,itions To this should be 
added industry speeihc problems such as 
piocuring raw materials maikeling and 
innovations to make them economically 
stable In short while the politics oi co¬ 
operatives were liKiked after theeconom- 
le s of co-opeiati ves were neglected Since 
these cu-operatives had to function undei 
nuikct principles and compete with the 
private sector, they normally lost in Ihc 
eanie due lo competitive conditions such 
IS low wages and more cost-effective 
management in the pnvate sector What 
sustained these lo-opcratives were the 
political underpinning and the Mnanciul 
and administrati ve support that came along 


with such a pofacy However, this has 
meant a dram on the government budget 
7 henewcontextoteconomic liberalisation 
IS one where such subsidies are increas¬ 
ingly being questioned not to mention the 
political underpinning that gave some 
credibility to these co-operative institu¬ 
tions At the same time, it has also been 
evident that the initial objective ot pro¬ 
tecting employment has not been realised 
Most of the co-operatives could not pro¬ 
vide work to Its members toi most ol the 
days in a year In tact, the per capita man- 
days employed was well below 100 days 
a year in several ot these co-operalives 
Other than advocating a policy of form¬ 
ing labour co-operati ves, labour unions did 
no* have a long-term strategy when faced 
with a situation ot labour displacement 
III desperation, they resorted lo not just 
a shoit-teim but a shortsighted strategy 
ot protecting the ’insiders', not unknown 
in trade union history Thus taimers were 
lorccd to employ agricultural held 
lahouieis tiom the ‘locality' as opposed 
lo outside the locality (Alexander 197^, 

I har.imangalam 1981) In toddy tapping 
industry entiy was restricted lo dirctl 
1 'latives ol existing workers who had to 
obtain membership caids [see Kannan 
1988 184] In loading and unloading 
work membership ot recognised unions 
became a piercquisite lor entry and the 
unions came to monopolise the woik 
Successful prevention ol entry made it 
possible loi members to trade their 
membership (oi a price’ that we estimate 
w ould be equivalent to .imund two years’ 


earnings (Nambiar 1995 738], ITras, a 
’rentier behaviour’ developed within seg¬ 
ments of unionised labour that had suc¬ 
cessfully secured the nght to allocate jobs 
to Its members Elsewhere we had dem¬ 
onstrated that such a strategy could only 
benefit those sections of workers who had 
some cntical control over the production 
process But there were many others, 
mainly women, who did not have such 
cntical control and they lost m the game 
[Kannan 1992] 

VII 

Neither Employment nor 
Output Growth 

Given the dec tine in employment in the 
labour-intensive manulaclures, output m 
that sector registered very little giowth 
(it even declined in a number of them) 
This coincided with a deceleration in the 
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Yeai 

No ol Woik 
Seekels 
(In Million) 

As Percent 
•ige ot 

1 ihour 
force 

Share of the 
Educated 
(Percent) 

1971 

0 tv 

4 

S6 

19X1 

1 90 

n 

n«) 

I99t 

t 64 

20 

64 


Sou rUucjteU IS dclinrj hen. as those who 
have qualiticaiions of secondary school 
(lOthgiadepissi ind ihovc naindicates 
not as ai table 

Sonne Based on cinpinyinent exchange data 
given in government ol Kerala Ito- 
iiomu vaiious issues 
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C itegoiy 

Penod 1 

Penod II 

Period III 

Whole Penod 

P iddy field labour men 

to n 

IS4X 

14 40 

to II 

I'lddy field labour women 

14 47 

12 04 

16 9S 

to 42 

Kurd eonstruelion unskilled men 

10 49 

14 1 4 

14 It 

to 28 

Kin d eonstiiielion unskilled women 

10 66 

14 10 

14 17 

10 94 

Kurd Lonsiruelion skilled « arpenler) men 

X X7 

14 61 

1 1 40 

9 89 

Kuial eonsliuetion skilled (mason) own 

9 14 

14 60 

1 1 24 

9X0 

( onsunier Price Index for agneullural lahoutcis 

to S6 

X 99 

10 IS 

7 26 


Sou Tor pciiodwise estimates line o' function seemed to fit hc'ttei than compound growth and 
exponential iunetions For whole period exponenlial tuneliun seemed lo be the inoie 
apprnpn,ite one 
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'car 

1 

Male 


4 as Pereemtage 
0(2 

4 

Female 


6 as Pcicentage 
of 5 

7 

LFPR 

2 

wrPR 

4 

LFPR 

5 

WFPR 

6 

T%r 

St (M) 

” 4720 ” 

92 

52 (K) 

19 70 

47 

1971 

S4(M) 

4S 22 

85 

54 02 

14 60 

42 

19X1 

S6 9I 

44 89 

79 

58 14 

16 62 

47 

1991 

62 24 

47 58 

76 

62 97 

15 89 

44 


Sou I.abourfoiec Pnrlieipalion Kate ILFPR) is defined as the ratio of the e'ennoimeally .iclise 
age-group of IS S9 years in the total population Workforce Parlieipation R ite (WFPK) is 
defined as those enumerated as workers in the population census and expressed as a ratio 
in the total population 
Souitf Census Reports 
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crop cultivating agricultural sector haccd 
with the inability to attract adequate 
new investmeni in the modem industrial 
sector, oveiall growth in the commodity 
producing sectors in Kerala decelerated 
(and was negative in the primary sector) 
since the niid l‘)7()s and up to the late 
I98()s(lahle 1) I he cumulative etkciot 
ail these was the emeigencc ot unemploy 
nicnt and underemployment as the most 
serious socio cionomit problem in Kerala 
This also needs lo be seen in the context 
ol an iiicrcMse in the propviition o( popu¬ 
lation in tiu labour lorce because ol eailicr 
high rate t)| growth ol population and the 
continuing ptoci ssol social development 
In quantitative leims the woik participa 
tion rate in Keiala declined oveiall more 
lor womciUhan men (1 able ^) Tlie number 
of |ob seekers in the employment ex 
changes steadilv increased a measuieof 
the educated unemployed reaching 
around 20 (xr cent ol the labour lorce 
Hable 4) Scientilicallv designed sample 
surv e\ s estimated unemployment tor men 
111 Kerala vaiying between 11 per cent 
(usual St itus)to 14 pc-i cent (cuiieiit daily 
status) III 198^ Ihese rates weie highei 
toi women langmg between 18 and ^1 pci 
cent In whatever wav uiie'mploymenl is 
measure d it is gene tally three lo live times 
greaiei than the all India average Fhere 
was veiv little eiowth in the organised 
secloi employment During 1987 88 uii 
employ meiu loi men was between 11 per 
cent (usual stains) and 18 percent (cur 
lent daily status) compaied to 26 percent 
to 29 pi I eint (oi women (lable 7) 
Compaied to the situation m the I97()s 
the long teim uncmplovmenl lates have 
come down (i e usual status) but there is 
hardly any improvement in the short term 
or seasonal latcsol unemployment Much 
ol the higher incidence ot unemployment 
IS borne by women 
Detailed analysisol unemployment data 
reveals the gravity of the situation among 
the youngei and educated labour loice 
[Mathew 1996 197 2I8J Ihe incidence 
ot unemployment w<is acutely lelt on the 
youngei age group (15 29 years) than any 
other Twenty throe per cent ot males in 
this group were unemployed (usual status) 
in 1981 (hal increased to 26 per cent in 
1987 88 For women the inciease was 
troni 16 per cent to 47 per cent The 
association between educ ation and unem¬ 
ployment showed that those with lesser 
education showed low incidence ol unem¬ 
ployment whereas those with school 
education up to the secondary level showed 
the highest incidence 1 hose with higher 
qualifications such as gi aduates and above 
showed a relatively lower incidence com¬ 


pared to the school-educated. Here again, 
women sutfered the most In 1983,27 per 
cent of the rural males with secondary 
education were unemployed and it rose to 
29 per cent in 1988 whereas the ratio tor 
women were 51 per cent and 60 per cent 
nwpectively' Mathew’s obseivatinn that 
unemployment rates in Kerala “are gen¬ 
erally three to live times the all-lndia 
levels” and when it comes to female labour 
toice “the disparity is still more pro¬ 
nounced” points to the senousness of the 
situation in Kerala (1996 208) Kerala's 
share ot the educated unemployed labour 
force (of age IS and above) rose from 12 
to 16 percent of the national total between 
198) and 1988 It should be mentioned 
here that Kerala accounts lor only around 


3.5 per cent of the population in India. In 
short, unemployment rates are disi»opor- 
tionately high m Kerala compared to all- 
India in whatever way it is measured 
Within Kerala, unemployment rate is 
higher among the eduuted particularly 
those with middle level and up to second¬ 
ary level Unemployment is higher in rural 
areas than in urban areas and it is acute 
among the younger generation Women 
have higher rates ol unemployment with 
rural, young, school-educated women 
showing the highest incidence As the 
general education level of Ihe population 
increased over time, the problem ot unem 
ployment has tended to become one of 
educated unemployment (Tables 4, 7 
and 8) 
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Indicaior 

1961 

Kerala 

1991 

1961 

India 

1991 

/>t iiuifimphu 

Dinsily oi populalion/sq iim 

4V5 

750 

118 

267 

Sex I.IIIO (tiin.ilcs/1 (XM) males) 

1022 

10)6 

941 

929 

( rude biith (. 111 * 

4)9 

19 8 

»7 1 

10 5 

( nidt dc.ith rail* 

197 

5 8 

28 2 

10 2 

Infant inuitilily lato* 

12X0 

17 0 

140 0 

91 0 

1 lie i xpeciancy al birth 

Male 

44 

71 

42 

60 

1 cm lie 

45 

74 

41 

61 

lolal Icrtilily rate* 

56 

1 8 

6 1 

16 

Mean sge ,it inamage* (Women) 

na 

20 

na 

16 

/ ilui titumal 

liliiiiy (Pirsons) 

55 

90 

24 

52 

Males 

65 

94 

14 

64 

1 L malts 

46 

86 

11 

19 

Kuril lcni.ile literacy 

na 

85 

na 

11 

Sill (« f 1 imomu 

1 lousing condition 

Permanent (puccu) 

na 

514) 

na 

17 72 

'Scim pcrniancni 

na 

22 06 

na 

29 77 

Ti niporaiy (kutch.!) 

na 

24 51 

na 

12 51 

Incidence of ruial poveny 
<Percentage ol popiilalion below poverty lint) W 

49 7 

20 9 

18 2 

25 6 

Sicloi.il share of incoim' 

1 iiiployiiienl Piim.iry 

56(47) 

16(47) 

46 

11 

Sctondiiv 

15(19) 

24(18) 

21 

29 

Ternary 

2904) 

40()5) 

11 

40 


\fiu \ * I siiinalcs for Iht [xmod 195161 V® As per Mahcndra Dev et al (1991) 
19V) I hgures relei lo I9«6 87 


FABII 6 Hll«lNTA(,l DiSTRIBUIION OP INCRIMINIS TO WORKIORd IN Kl-RALA BY StlTORS 

1977 78 lo 1987-88 


Set lor 


Rural 



Total 


M 

F 

P 

M 

F 

P 

Pi unary 

27 4 

14 8 

26 7 

194 

95 

18 1 

(Agriculture) 

12 5 

59 8 

92 

107 

58 

86 

Secondary 

l6 9 

1107 

122 

24 4 

-5 5 

20 9 

(Manufacturing) 

154 

-115 1 

-197 

28 

-126 

09 

Itrtiaiy 

55 7 

I86 0 

61 1 

56 1 

96 0 

60 9 

All setters 

1000 

100 0 

1000 

1000 

100 0 

1000 


A'n/r This lable calls for careful interpretation The entnes in each column indicate increases (■•■) 
or decreases (-) in the workforce in each sector (industry group) as a percentage of the 
increase in the workforce (i e, additional employment) in each category such as rural mate, 
fcitMle and total The negative entnes refer to reductions in the workforce engaged in the 
respective industry groups expressed as a percentage of the increase in the relevant woikfbrce 
\ouii i Abridged from Mathew (19^ 206) bas^ on NSS 32nd and 4.1nl rounds 



Such a ntuatton of low employment and 
low growth did noU however, lead to 
immisensalion ol rural labour On the 
contrary, rural labour households were 
able to reduce the incidence ot poverty 
Taking into account a number ot tactors, 
It was found that the incidence of rural 
penerty in Keiala may not have exceeded 
one-fifth ot the households in the late 
1980s [Kannan 1995] This was made 
possible by sevcial factors First, the 
incicase in ical wages reduced, to some 
extent the intensity of poverty This 
coupled with the poor-icliet programmes 
enabled a number ot households to cross 
the olticial poverty line Second the 
sustained piixess ot social development 
in education health and related realms 
cicated better conditions ol living The 
above two processes were also made 
possible by signilicani remittances from 
the Keiala lahoui in Gult countries A 
significant proportion ol such labour were 
rui al in origi II and unskilled or sc*mi ski lied 
In a survey conducted by the Bureau ol 
F coiiomics and Statistics it was revealed 
that 65 per cent ol migrant labour be¬ 
longed to such a category Thirdly the 
process ol deinogiaphic transition taking 
place III Keiala tcached its last stage b> 
the end ol the 1980s limiting the sw ol 
family 

Inicrcsiingly Kerala economy seems to 
have recovered I lom the slow growth since 
the late 1980s that marked the beginning 
ol economic liberalisation pioccss in the 
c ountry I his is a significant development 
with an aveiage annual growth late ot 
close to 7 jxr cent which exceeds the 
national average The teitiaiy sector con 
tinned to lead this enhanced growth but 
some lecovciy is discernible in both 
agncultuie and manulactunng However 
the situaiion seems to ollei little hope lor 
the unemployed as employment growth is 
dismal and unemployment rates lemain 
high This seems to be a typical case ol 
jobless growth 

VIII 

A Shift in Socio-Economic Regime 

The old regime ot high population 
growth, low per capita income growth, 
highcrincidenceot rural poverty, relatively 
low scKial development, dependence on 
primary as well as labour-intensive 
manufactures in the secondary sector for 
employment, and trade unionist strategy 
of concentrating on wage bargaining and 
fonnal employment status supported by 
political parties has given way, by the 
1980s, to a regime of low population 
growth, low incidence of absolute poverty. 


leli^ vely high social development, higher 
incidence of unemployment, and a high 
growth of the service sector that has 
emerged as the single largest provider of 
new employment (Table 6) A shift in 
political underpinning is also discernible 
in recent times Successive governments 
in the state, since the mid-1980s, arc 
becoming increasingly conscious of the 
economic crisis and arc eager to adopt 
policies (especially in attiacttng new 
investment) for long-term economic 
development The shift in the socio¬ 
economic regime has changed the char¬ 
acter ot the labour market that has pro¬ 
duced a seemingly paradoxical situation 
in Kerala On the one hand, the incidence 
ol unemployment (with women having 
a higher incidence) increased over this 
period and, on the other, job expccta- 
lions, especially among the youth, have 
Lh.inged 

One of the notable Icatures ot the i mpaci 
of demographic transition on the labour 
market situation is the /cro rate ot growth 
111 ihe younger age group of 15-29 since 
1990, which means there is no net addition 
to the annual entrants in this group of the 
labour force [Bhat and Rajan 1990) From 
a qualitative point ot view, this age group 
has better social development indicators 
and hence has developed ditfercnt expec 
lation .ibout employment It is this pheno¬ 
menon ot a shift in the scxial expectations 
of the younger gcnciaiion in the rural areas 
that has coninbuted to the reported scar 
cily ol labour in the rural casual labour 
mai ket Farmers 1 rom all over Kerala have 
heen reporting a shortage ol labour tor 
such casual and manual unskilled work 
in agriculture as harvesting, threshing, 
Itnd prcpaiation. and weeding in paddy 


cultivation In a village study of tlife 
agricultural labour households in a wei-' 
land nee growing region of Kerala in ^ 
late 1980s, Francis (1990 86) lound th# 
the participation rate of the younger age- 
group (16-30) in agricultural activities/ 
was only 51 per cent whcrea.s it was over 
70 per cent tor all other higher age groups. 
The incidence of unemployment among 
the younger age-group was 24 per cent. 
Ol the total unemployed, 88 per cent 
were in the young age-group (1990 92); 
the others presumably just could not 
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Category 

Kerala 

India 


Male 

Female 

Male 

Female 

l<tRf 

Rural 

Secondary 

26 6 

S()s 

10 S 

11 S 

Graduate and 
ibove 

10 5 

414 

12 8 

41 5 

Total 

10 9 

49 1 

10 *9 

ISO 

Urban 

Second rry 

IS 1 

40 S 

9 1 

210 

Gnduaie and 
above 

IS 1 

2S 7 

7 1 

21 1 

Total 

140 

IS 7 

8 S 

22 2 

/9«7 HH 

Riiial 

Seeond iry 

28 9 

S9 9 

10 6 

11 8 

Giaduate ,uid 
ibove 

18 9 

4S 1 

14 7 

401 

Total 

27 0 

S6 9 

11 8 

14 9 

Urbin 

Secondary 

21 6 

S2 7 

8 7 

22 6 

Oradiiaic and 
above 

1 1 

19 6 

74 

21 1 

Total 

17 9 

41 7 

8 1 

21 9 


Souue Abridged fioni Malhcw (1996 214) 
based on NSS 18ih and 41rd rounds 
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S eai/Agc Group 


Rural 



Total 



"M 

r 

P 

M~ 

F 

P 

1977 7H 

Usual Status 

116 

29 2 

19 2 

14 0 

10 6 

19 8 

CuirenI daily r/urut 

2S0 

27 4 

2S 8 

2S 0 

27 2 

2S7 

l9Si 

Usual principal status 

IS 29 

22 S 

11 1 

26 1 

22 9 

IS s 

27 1 

10 44 

40 

S 1 

44 

40 

6 1 

47 

4S S9 

1 S 

1 8 

1 S 

1 S 

1 S 

1 4 

1 otal 

10 6 

170 

12 6 

10 8 

184 

11 1 

Current Daily Status 

241 

11 0 

26 2 

24 0 

10 7 

2S9 

I9H7 SS 

Usual pnncipal status 

IS 29 

2S7 

449 

12 4 

26 1 

47 1 

111 

10 44 

47 

II 8 

7 1 

49 

II 8 

7 1 

4S.S9 

10 

SS 

17 

1 1 

49 

16 

Total 

12 S 

2S0 

166 

, 12 8 

26 1 

17 1 

Cuiivnt daily status 

16 7 

27 4 

20 0 

17 8 

29 4 

21 2 


SnuHe Abndged from Mathew (1996 209 and 211) based on NSS data of 12nd 18tli and 41nf ^ 
rounds 



‘aftord’ to be unemployed Seventy-six 
per cent of the young unemployed has an 
educational attainment of secondary level 
(successful completion of 10 years of 
schooling) and above (1990 94) Despite 
an increase in the area under coconut 
plucking of coconuts a manual unskilled 
job has become difficult because of 
scarcity of labour tor such labour Cashew 
processing lactones have recently re¬ 
ported scarcit) of labour foi such jobs 
as shelling which is an unskilled and 
also an unclean )oh (Deepa 1994] 
Youngei generation of wfomen increas 
ingly opt oul ol manual defibring of 
coconut husks and hand spinning of coir 
Youngei members Ironi fishing house 
holds prefer not to w'ork in non mechanised 
traditional crafts A whole lange of ruial 
unskilled minual work cxpenence scar 
city of l.iboui despite incieasing wage 
latcs 1 he faster lates of growth in wages 
(oi the lunl unskilled labour (Tabic 2) 
compaied to the skilled labourers testify 
to this phenomenon 
Soini demand loi laboui in the luial 
labour maiket espi.eiall> those involving 
employment ol tiioups ol workeis as 
III eonstiuelioii tie now bung met by 
migrant laboui tiom the neaiby stite ol 
Tamil Nadu I he pteleicncc ol laboureis 
cspcciallv those in the voungoragt groups 
has lieen ele.uly ifcinonstrated to be foi 
stable emplovment even il that involves 
a eompioimse on the level ol eainings 
Thus voungei women whose education 
now IS seldom K^low eight to 10 yeais 
are more than willing to woik in such jobs 
as shop assist nils mobile sales agents or 
honoiaiv eaietakcrs in state sponsore'd 
child caie eenlus (called balavadis) tor 
monthiv salaries that would be equiv alent 
to less than 10 days of the agiieultural 
wages Youngii women have also be'en 
ready to migiate to long distances it such 
stable employment opportunities arc 
forthcoming even w hen they seldom give 
long term se'euiily An example ol such 
migration is the I itgc scale recruitment ol 
young women mostlv in the age group 
ol 16 2*) to woik in the fish processing 
factories i n the w estei n and castci ii e oastal 
regions of India A iceent study estimated 
that aniund I0()(M) young women tiom 
Keiala are woikiiig in lish pniccssing 
factories spiead ovei six slates in India 
under veiv li'vint* conditions of work and 
life bmploymeni is ottered lor a penod ol 
11 months with nominal non wagchenelits 
and living in oveieiowiled quartets within 
the factory piemiscs IlCSTW 1996] 
Contiacts are rencwc'd after 11 months or 
workers change tactones in seaichot better 
terms and conditions 


Such desperate search for stable em¬ 
ployment IS charactenstic of the labour 
market situation in Kerala today In ret¬ 
rospect, one may say that the union strat¬ 
egy of opposing technological changes m 
the I96{)s and the 1970s has proved to be 
counter-productive in the long-run and 
defeated even the immediate objective of 
employment protection The state, as 
represented by the state government, failed 
to take a long-term developmental view 
111 terms ol creating an environment for 
technological changes and modernisation 
of the hitherto labour-intensive and low- 
value adding industries and pave the way 
lor their I uture development by enhancing 
labour productivity It is the inauguration 
of a regime of economic liberalisation at 
the national level, as a result of exogenous 
sh(Hks that has ted to a different regime 
ol politic al perception in Kerala Since the 
eirly I99()s successive governments in 
Kerala have recognised the need lor in¬ 
ti odue mg technological changes in the 
liaditional industries attracting new in 
vestment and eieaiing conditions that aie 
broadly favourable foi enhancing labour 
pioductivity However the stale govern 
ment finds itself in a dilemma to impic 
ment its new lound wisdom without 
suiiendeimg to the market forces and the 
dictates ol private capital 

IX 

Some Reflection on the Old and 
New Dilemmas 

1 rom the perspective ol laboui m gen 
eialandruiallahourmpartieular Kerala s 
i> cord m achieving a measure ol human 
dignity and social piogrcss is remarkable 
viewed especially from an all India con 
tc xl The oppressive and degrading con¬ 
ditions siill prevalent m many parts ol 
luial India involving organised violence 
by landowning classes, indignities to 
women workers and degrading conditions 
ol woik arc no longer the story m Kerala 
I he emergence of trade unions as a strung 
labour institution and the overall social 
progress are responsible for the remark 
able decline m the mcidenceot child labour 
(iiound I per cent as against 8 per cent 
111 all India), social acceptance of certain 
woik norms as eight-hour work, intervals 
and formal labour relations as against 
patron client relations It has also wit¬ 
nessed a sustained increase m wages and 
1 he securing of non wage benefits in several 
occupations which arc not officially 
e atcgoriscd as ‘formal’ or ‘organised’ 

But this measure ol success, remarkable 
by all India standard, has lad to the kind 
ol dilemmas discussed above From a 


broader developmental point ofview Kerala 
has reached a stage, socially speaking, 
where the labour force is ready to move 
into more skilled, technologically supe¬ 
rior, high value-adding occupations with 
better wages and conditions of employ¬ 
ment But the dilemma is the inability of 
the state in meeting this challenge The 
government is unable to give a strong push 
to the economic environment in which 
such ashift willoccui Although the policy 
regime has been a favourable one since 
the late 1980s, the inflow of investment 
IS too small to make a perceptible dent 
Part of this reason is due to the Inability 
of the state to provide the necessary, and 
sometimes cntical, infrastructure facili¬ 
ties such as electrical power and better 
transport conditions The li'.cai |vs .on 
of the government is too weak to develop 
the infrastiucturc not to speak of the 
inability of the system to chevk leakages 
and timc/cost ovci luns In addition, 
Kerala s image as a labour piohlem si.iie 
has got stuck in the minds of prospective 
investors (including those from within the 
state) and this has added a new dimension 
of psychic costs that normally tiansialcs 
Itself into high risk pieinium I he labour 
situation as a problem tor piospective 
investors has changed lot the beltci in 
recent times although Ihe ability of 
organised labour to disrupt woik and life 
lor the mass of the common people is still 
considerable However such disruptive 
powei IS largely if not solely vested with 
the while collai and blue collat workers 
m the organised public sectoi with the rest 
of the labour loae shaiing the buiden of 
a negative image 

It should howcvci he mentioned that the 
kind of icsistancc by labour unions to 
technological changes till the mid-l9b()s 
has given way to a silent acceptance as 
a sign of the changing preferences ol the 
younger laboui foae as well as the failure 
of the earlier strategies In the pnx,ess, it 
would appear that Kerala has lost close 
to a generation s time (say, 25 years) by 
not adopting a long term developmental 
view in upgrading and modernising its 
labour-intensive occupations A greater 
efloit V/; a-viz its neighbours is now 
needed to catch up with those who have 
moved ahead in order to utilise its vast 
reservoir ol socially developed labour 
loae This has also thrown up its own 
dilemmas especially in the new context of 
economic liberalisation 
The catching up time is one of transi¬ 
tion And that involves protecting those 
who may lose their current employment 
When the earlier strategy of protecting 
current employment fail^ and the eco- 



nomy uMild not generate adequate new 
employment, government resorted to 
extensive‘ptw-relief programmes Some 
ol It was patt ol 'poor-relief ot a general 
charactei such as Public Distribution 
System (PDS) and Free Noon-Meals tor 
school-going children Others were intro¬ 
duced cither as part ot nationally spon¬ 
sored pn>grammes (such as rural works 
programmes) or introduced by the state 
government such as unemployment assis¬ 
tance and old-age pension In the new 
context ol economic liberalisation the 
rationale ol these programmes is being 
incicasingly questioned mainly due to the 
liscai ciisis ot the government In the 
event ol .my decline in tunding ol these 
programmes, pimr labour households will 
be the most .idversely atlected I he PDS 
has almady witnessed a partial withdrawal 
making subsidised distribution ol IcMid- 
grains to only eligible households 
I he new regime is also witnessing a 
crisis in the management ot social sector 
piogiammes pailicuLuly in education and 
health I he liscal ciisis ol the state gov 
cinmcnl has already witnessed a qualila 
tive detei loialion ol these services and the 
withdrawal ot the better ollsectionsol the 
society liom .ivailing such services The 
aigument is now m lavoui ol introdiv’ing 
user tees which will pul a price tag on 
these set vices to the poor as well 
1 aken togclhei the prospect of the state 
withdrawing trom a number ot public 
services will lead to an inciease in the cost 
ot living theieby exeiiing added pressure 
to demand higher wages In the absence 
ot a col responding increases in labour 
pioduclivity ihe situation could lead to 
another round ol economic crisis lot 
Keiaia Such a prospect will luilhci inten¬ 
sity Keiala economy’s dependence on 
remittances and concomitantiv its vul- 
neiahility to external shocks 
Such a scenaiio does not ncccssanly 
mean that there are no alternatives It only 
underlines the gravity ol the situation and 
the imperative lor a stiategy that will, at 
the minimum retain Kerala’s distributive 
gams while launching it on path ol long- 
icim economic growth A recent and 
scholarly study on this theme underlines 
the possibility ol puisuing a broad-based 
stiategy ol growth in Kerala without giv¬ 
ing up Its distributive gains because “the 
collective power ot the working class has 
been incoiporated within the state [and| 
militant mobilisation has made way to 
mediated corporatist arrangements’’ [Heller 
IW5 666J The burden ol our argument 
hcie IS not to deny such a possibilit;^ but 
to alett all those concern^ on the con¬ 
tinuing dilemmas lacing Kerala. 


Notes 

I Phis IS a revised versioa of a paper presented 
.u a woikshop on ’Rural Labour Relations in 
India Today’ held at The London School of 
Economics and Politics, London dunns June 
14-20 1997 and subsequently at a seminar in 
memory of T N Knshnon on ’Development 
Expel lence of South Indian States in a Compara 
live Setting , held at the Centre for Development 
Studies, Tnvnndrum. dunng September 8-9 1997 
The author is grateful to the participants in these 
iwo meetings for their comments and sugges- 
iinns The author alone is responsible for any 
cirurs ] 

1 One of the earliest debates in India related to 
the problem of lechnulogical choice for the 
Indian cotton textile indusiry The central issue 
nt a change from Ihe highly labour intensive 
LoUage production to tactniy production was 
the subiect of a paper by Rai (I9S6) Later 
Amariya Sen s celebrated essay on Choice of 
Technique’ discussed the theoretical issues in 
the context of a mixed cs.unomy embarking 
on .1 planned economic dcvelopnienl Ihe 
iniportancc ol the lime hon/on ihai the planners 
should take into ac count has been dcinonstrated 
to be ciucul see Sen (1972) 

2 Wage ratios calculated lor two periods 
I96() 61 lo 1974 7S and I97S 76 Ui I98S 86 
R.VC lied that lural women workers leceived 
between M and 19 per ccni ot the wage rale 
III the tiKMicm laclorv sector dunng the tiisl 
period ind IV to 48 per cent dunng the second 
penod For unskilled rural men the share was 
between Vi and 62 per cent and VI and 61 
pel cent respectively Skilled rural workers 
received between 76 and 98 per cent and 71 
and 9V per cent lespcctively For details sec 
Kannan (1992) 

1 TIk iclaiionship bclwccn social devclopmeni 
especially in education and he.ilth and the 
demographic ironsilion in Kerala h.is been 
sub|ccted lo eoiisiderahle reseaRh sinee Ihe 
puhliealiun of the CDS study [sec IIN 197V) 
Some of the subsequent studies are Knshnon 
(1976) Njir( 1981) and Bhji and Rajan (1990) 
For studies on the impoii of demographic 
transition on kihour supply sec Raian el .tl 
(1991) 

4 The highly labour intensive technology, 
predominantly self employed pcily produc 
lion structure and misei.ibly low wages h.id 
enabled this export onented indusiry to flour 
ish ,ind become the mam souice ol non ag 
iiculiural employment in the region The 
eiiMrgence of militant trade unions and then 
success in raising wages resulled in further 
li.ignientation of the production process and 
later on, in attempts to introduce labour-saving 
mjchineiy 1hese moves were resolutely 
opposed by the unions They demanded a ban 
on nRchomsaition in order to protect employ 
ineni and the elimination of middlemen 
through a programme of co-opcrotivisation m 
order to improve earnings Vigorous interven¬ 
tion by (he slate in the raw material and product 
markets in support of the workers’ co-opera- 
tivcs was also c4led for Industrial circles 
and experts have been very cnticoi of these 
policies, partly because of the ban on 
mechanisation and the nature of government 
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imerveation m the raw material nuuiis8U^| 
However, given the political climate of A8i^ 
slate, the polities pursued b) successive statsi*. 
governments have been broadly in occordanoe , 
with the policies advocated by the uniow. ' 
Notwithstanding serious lapses m implemen¬ 
tation, the above strategy of lie velopinem seems 
to have exhausted its potential as is evidenced 
by the acute crisis in the industry Our analysis 
shows that if new polity iitthanves ore not' 
forth-commg the crisis in ihe industry will 
probably be aggravated m the fiituie” (Issac 
ctal 1992 192 91) 

5 Labour absorption estimates through Cost of 
Cultivation Studies revealed that around ISO 
mandays (1200 labour hours at the rote of 8 
hours per day) were needed per hectare fornoe 
cultivation m Palakkoddistnct which represents 
the midland oiea in Kerala This was around 
162 days in water-logged areassuch as Kuttonod 
in Alappu/ha which repiesents only a small 
proportion of total cultivated area (lurestiinaiB 
IS based on the Palakkad figures which 
lepresents the lower of the iwo However it 
should be mentioned that these estimates do 
noi capture labour lequiml foi harvesting and 
post-harvcstmgoperaiions Foradctoiledbieok- 
up of the laboui absorption figiiies in poddy 
ciillivation in Kerala see NaUrijan (1982) 
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Industrial Sickness and Workers 

Case of Gvtjarat Ibctile Industry 

S S Mehta 
Dinesh Harode 


Closure of industrial units in developing economies may lead to serious consequences since their limited 
investible resources and relatively limited alternative employment opportunities cannot easily absorb 
resultant loss of jobs, production and revenue. Moreover, the present legal and institutional framework 
to deal with the problem of industrial sickness in India has been found inadequate, particularly in protecting 
the interests of the workers. The textile crisis in Gujarat makes the inadequacies of present framework quite 
glaring. 


ISOLATED and sporadic closure of 
industrial units and bankruptcies ate a 
normal feature in the developed economies 
all over the world. The incidence of 
thisures tend to be high in economies 
characterised by fierce competition and in 
industries with a high degree of obsol¬ 
escence. Developed economies with their 
well-established social security sy.stcms, 
easily take caie of displaced workers by 
such closures. Margaret Thatcher suc¬ 
ceeded in the privatisation programmes 
because UK had put into place a wide 
ranging social security system beginning 
in 1930. This provided education, housing 
and health care and social .security as doles 
and pensions So even when labour is dis¬ 
placed, the social safety net ensured that 
basic needs were taken care of Developing 
economics with their limited investible 
I csources and relatively limited alternative 
employment opportunities, however, 
c.innol, easi ly afllord their productive assets 
and labour force turning non-uperational. 
The resultant loss of jobs, production and 
revenue are not easily absorbed and 
depending upon the number of persons 
involved may lead to serious conse¬ 
quences. Industrial sickness and resultant 
consequences have therefore to be handled 
carefully to sec tbit its adverse impacts 
aie least on workers and society. 

CfROWINO [NOtlSIRIAI. SitKNFSS IN PUBLIC 

AND pRivAiT. Sectors in India 

The sick industry syndrome in India was 
an isolated phenomenon in t9S0s, 1960s 
and 1970s, re.stricied to few hundred units 
in one-two industry groups and restricted 
to one-two slates only. However, as of 
March 1996, it is very widespread, afflict¬ 
ing 2.64 lakh units in almost all industry 
groups spread all over the states and the 
union territories in India. This excludes 
1.26 lakh non-existent and non-traceable 
SSI units with an outstanding bank credit 
ofRs240croferOoI 1996-9’?]. These 2.64 
lakh sick units employ about SS-60 lakh 


petsons [Mehta 1992]. The losses of 117 
out of 240 central government under¬ 
takings arc estimated to be Rs 5,287 crore 
111 1993-94, employing 7-8 lakh persons 
- mo.st of them terminally sick. Forty-nine 
public .sector units under the department 
of heavy industry, government ol India, 
employing 2.03 lakh persons incurred an 
aggregate loss of Rs 1,111.59 crore during 
1994-95 compared to an aggregate of 
Rs 239.6 crore in 1990-91. Out of these 
49 public sector enterpri.ses 34 arc loss 
making. Two hundred twenty-eight public 
sector cnterpri.ses under the department of 
public enterprises, government of India, 
employing 20.5 lidch persons includes 57 
chronically sick units which are registered 
with the Board of Industrial and Financial 
Reconstruction (BIFR). The lo$.scs of the 
departmental commercial undertakings of 
the 25 states and 7 union temtoncs are 


Rs 1,780 crore in 1995-96. In addition the 
losses of the state electricity boards ant 
states’ road transport corporations are 
over Rs 5,000 crore. About 875 state leve 
public enterprises incurred a loss of Rs S6Z 
crore in 1991-92 [Sankar ct al 1994], 
According to Comptroller and Auditor 
General Report there are around 50C 
enterprises owned and operated by the 
stale governments which have a cumu¬ 
lative loss of over Rs 2,000 crore, against 
a paid up capital of Rs 2,300 crore (Bajiy 
Committee 1992]. 

The aggregate scene of industrial 
sickness in public and private .sector in 
India amounts to a magnitude of around 
2.75 lakh units (a very large number of 
them terminally sick) with total loss of 
about Rs 31,000crore and employing about 
7-8 million people. Thus the industrial 
sickness in India is of massive proportion 


Tabu I Sfaii-wisi No of Cotton/Man-maul Fibre Tfmiu; Maui (Non-SSI) Closed and AnPEcreo 
WORKFRS AS FIN OeCEMRER 31, 1997 


St.'ite/Union 

Spinning 

Composite 

Total 


femtory 

Closed Mills 

Workers 

Closed Mills 

Workers 

Closed Mills 

Workers 

Andhra Pradesh 

16 

5899 

2 

1345 

18 

7244 

Assam 

3 

571 

0 

u 

.3 

571 

Bihar 

2 

501 

0 

0 

2 

501 

Gujarat 

9 

4761 

57 

99752 

66 

104513 

Haryana 

7 

3988 

0 

0 

7 

3988 

Karnataka 

8 

2676 

2 

5617 

10 

8293 

Kerala 

1 

2178 

0 

0 

1 

2178 

Madhya Pradesh 

4 

2401 

5 

18690 

9 

21091 

Maharashtra 

14 

9969 

7 

18022 

21 

27991 

Orissa 

1 

48 

0 

0 

1 

48 

Punjab 

2 

2317 

0 

0 

2 

2.317 

Rajasthan 

9 

11085 

0 

0 

9 

II08S 

Tamil Nadu 

45 

9147 

4 

8650 

49 

17797 

1 nor Pradesh 

9 

1.3930 

6 

15369 

15 

29299 

West Bengal 

2 

1541 

7 

16400 

9 

I794I 

Delhi 

0 

0 

3 

6117 

3 

6117 

Pondicherry 

1 

75 

0 

0 

1 

75 

Manipur 

1 

0 

0 

0 

1 

475 

Total 

1.34 

71562 

93 

189962 

227 

261.524 

Major Cities: 
Ahmedabad 

2 

2.369 

42 

82353 

44 

84722 

Bombay 

0 

0 

4 

10122 

4 

I0I22 

Coiinbatnre 

23 

4889 

2 

1874 

25 

6763 


Simice: Govenuncni of Indio, (1998), Mimlhly Closure Repini. Ministry ot Textiles. Office ofitw ■ 


Textile Commissioner, NIC-TXC. Mundiai, February 28 



which is eating into the vitals of the 
economy and has made India a high cost 
low productivity economy, making it non* 
competitive in the world market. 

In India, firms are a de jure partnership 
between an industrialist, government and 
financial institution, but dc facto labour 
is also a partner. When the industrial unit 
is healthy, each factor of production and 
ail the four partners continue to get their 
dues then there is hardly any problem in 
industrial units. However, when the 
industrial units become weak and sick, 
particularly terminally, the industrial 
relations scene deteriorates and the conflict 
increa.ses because the interest of the de 
facto partners, i e, government, financial 
institutions. indu.strialist and the labour in 
the unit, do not converge rather diverge. 
They all pull intodifferent directions. Each 
wants to maximi.se its advantage in this 
situation at each other's cost. The industrial 
conflict is at the peak in a tailing unit or 
industry. In weak and sick units profit¬ 
ability andproductivity decline. Net worth 
is eroded. There is default on debt re¬ 
payment. The statutory payments like 
provident fund. H,SI dues, excise, electricity 
dues, bank dues, etc, are not paid regularly. 
The most important issue concerning in 
the context of .sick units is dealing with 
the workers who might be displaced if the 
firm cannot be revived. 

The objective of this paper is to examine 
as to how the industrial units which arc 
sick or closed or under liquidation are 
being dealt with in India, particularly the 
dis-placcd workers and locked a.ssets of 
these units. How the displaced workers 
and the locked assets of the textile units 
which arc sick, closed and under liquidation 
have been dealt with in Gujarat? Can they 
be dealt with in a viable and positive 
manner. The paper is divided into four 
parts. In part one, we analyse the response 
of government and entrepreneurs to the 
problem of indu.strial sickness. In part 
two, the exi.sting admini-strative and legal 
framework to deal with the problem of 
industrial sickness is des-cribed. In part 
three, textile crisis in Gujarat is analysed. 
In part four, various vi^le and positive 
alternatives are examined. 

I 

Government and 
Entrepreneurs* Response 

The government responded to the 
growing industrial sickness through - 
(i) Nationalisation, (ii) Modernisation, 
(iii) Merger, and (iv) Rehabilitation. 

Nationalisation: When an industrial 
undertaking is .being managed detrimen¬ 
tal to the industry concern and the public 


interest the central goveromentnationalises 
that unit for a specific period of time. The 
National Textile Corporation was esta¬ 
blished in 1974 to take over the manage¬ 
ment and rehabilitate sick textile units. 
Ihe management of about I2S private 
textile mills were taken over between 
1974 and 1979. Similarly, government has 
taken over 46 private sick units including 
several textile mills. Government of 
Ciujarat floated Gujarat State Textile 
Corporation and took over 12 sick textile 
units. Unfortunately, most of these 


nationalised private sick units ate running 
into losses and continue to remain sick - 
many of them have been scrapped and ate 
under liquidation. 

Modernisation: After the lack of 
technological upgradation was identified 
as an important cause of poor performance 
resulting in industrial sickness, efforts were 
made during 1970s and 1980s to provide 
funds for modernisation. In response to 
the need for modernisation in cotton and 
jute textile industries, texti le modernisation 
fund and jute modernisation fund were set 


Table 2- Statewide No of Cotton/Man-made Fibbe Textile Mnj_s (Non-SSI) Closed Onoer ID 
Act/Under Liouiuation. Elf, KS ON Dfcember .tl, 1997 


Slate 

Under ID Act 

Under Liquidation 

Otherwise Closed 

Total Workers Affected 

Andhra Pradesh 

0 

0 

18 

18 

7244 

Assam 

0 

0 

3 

3 

.571 

Bihar 

0 

0 

2 

2 

501 

Gujarat 

0 

34 

32 

66 

104513 

Haryana 

0 

0 

7 

7 

3988 

Karnataka 

0 

2 

8 

10 

8293 

Keiala 

0 

0 

1 

1 

2178 

Madhya Ptade.sh 

0 

0 

9 

9 

21901 

Maharashtra 

0 

9 

12 

21 

27991 

Orissa 

0 

0 

1 

1 

48 

Puniab 

0 

1 

1 

•2 

2317 

Rajasthan 

0 

1 

8 

9 

11085 

Tamil Nadu 

0 

3 

46 

49 

17797 

Uttar Pradesh 

0 

0 

15 

15 

29299 

West Bengal 

0 

0 

9 

9 

17941 

Delhi 

0 

0 

3 

3 

6117 

Pondicherry 

0 

0 

1 

1 

75 

Manipur 

0 

0 

1 

1 

475 

Total 

0 

50 

177 

227 

261524 


Source: Govemmenl of Indio, (I99R), Monthly Closure Report, Ministiy of Textiles, Office of the 
Textile Commissioner, NIC-TXC, Mumbai, Februaiy 28 


Table 3(a-i) Detailed Information of Closed Cotton/Man-madf Fibre Textiie Mills (Non-SSI) 
AS on DetembF-r 31, 1997 - Ahmedabad 


Name of the Mill 
and Address 

Date of 
Closure 

Workers Regd with 
on Roll BIFR 

Reasons 

Ahmedabad city 

Fine Knitting Co Ltd, Asarwa 

10/7/70 

191 

no 

Lay off by management 

Road, Ahmedabad 380 016 

Shn Arbuda Mills Ltd, Rakhial 

14/11/94 

2178 

yes 

Financial difficulties. The mill 

Road, Ahmedabad 380 021 
Ahmedabad Jupiter Textile Mills, 

1/9/95 

1999 

no 

IS under official liquidator 
Details regarding date of closure 

Dudheshwer Rood, Ahmedabad 
380 004 

Htmodn Textile Mills 

8/6«6 

812 

no 

and icason is awaited 

Financial difficulties 

(A unit of NTC(G)), PB No 5020, 
O/s Saraspur Gate, Rajpur 
(lomtipur, Ahmedabad 380 021 
Jehangir Textile Mills 

1/12/94 

1275 

no 

Reported that operation/work- 

(UnitofNTC(G)),PBNol6, 
Outside Delhi Gate, 

Ahmedabad 380 004 

Rajnagar Spg Wvg and Mfg Co 

1/9/92 

1648 

no 

ing has been completely stopped 
(vide RO's letter doted June 16, 
1996). However, workers and staff 
vrere paid full wages and salaries 
Reported that operation/worfcing 

Near Idgan Gate, TO No 124, 

Camp Rood, Ahmedabad .'i80 016 

The Ahmedabad Advance Mills, 

I/4/9S 

3102 

yes 

have been completely stopped 
(vitle RO's letter dated June 26, 
1997). However, workers and 
staff were paid full wages and 
salaries 

Financial difficulties (Actual 

Outside Delhi Gate. PB No 18, 
Ahmedabad 380 001 




dote of closure is awaited) 


(Cnnld) 
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up in >976, with very iitUe success. 

Merger. In 1977, ccmcesslons were made 
under Section 72 A of the income tax act 
to allow companies taking over a sick unit 
to carry forward and set off cumulative 
losses and unabsorbed depreciation 
against their own tax liabilities in certain 
circumstances. To qualify for the merger, 
the take over must be in the public interest. 
Each ca.se was subject to the approval of 
a committee. The usefulness of the merger 
provisions continues to be limited by strin¬ 
gent, cumbersome and time consuming 
approval procedures, which commonly 
take more than three years. 

Rehabilitation: The central features of 
India's treatment of the industrial sickness 
is llrm-speciflc rehabilitation packages 
under the auspices of Sick Industrial Com¬ 
panies Act, 1985. The development of the 
firm-specific rehabilitation package is much 
time consuming and it takes about 12-18 
month.s. which a sick unitcan hardly afford. 

When a unit becomes sick and unviable 
the first respon.se of the entrepreneur is the 
non-payment of the statutory dues. TTie 
reported BIFR cases invariably show the 
non-payment of the statutory dues like 
Provident Fund arrears, ESI dues, workers' 
dues and dues of the banks and financial 
institutions, sales tax, excise duty arrears, 
workers’ dues towards gratuity and wages, 
etc [Gol I991J. The second response of 
the entrepreneur is to lay off and/orretrench 
workers and/or close the units by non¬ 
payment of the electricity dues which 
would lead to disconnection of power 
supply and the functioning of the unit will 
stop fGoI 1991]. The third response is to 
seek a liberal rehabilitation package 
through BIFR under Sick Industrial 
Companies Act, 1985. La.stly, the entre¬ 
preneur might like to wind up the unit if 
the rehabilitation package fails. 


II 

Framework for Dealing with 
the Problem of Itid'iistrial Sickness 
in India 


All issues relating to industrial sickness, 
closure, winding up and liquidation in 
India are being dealt under Industrial 
Dispute Act (IDA), 1947, Sicle^Industrial 
CompaniesAct(SICA, 198S)andtheCom- 
pany Act, 1956 falling under the juris¬ 
diction of labour departments of the res¬ 
pective state governments. Board of Indus¬ 
trial Finance and Reconstruction (BIFR), 
Delhi and Appellate Authority For 
Industrial and Financial Reconstruction 
(AAIFR), Delhi, and the respective high 
courts and (some times Suprane Court), 
respectively located at different places. 
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Taslb 3(a4>; OerMCBD tNnsMATKw op Closbd CSarmnAiAN-MADG Rscs Tbxtbz Mills (N<ii*^1S^ 
AS ON December .11,1997 - Ammeoabao (CVot/MumO 


Name of the Mill 
and Address 

Date of 
Closure 

Workers Regd with Reasons 

on Roil BIFR 

Ahmedabod Mfg Calico Pig Co 
Ltd. PB No. 12, Outside Jamalpur 
Cate, Ahmedabad 380 022 

1/12/94 

4302 

yes 

Tbe mill vide their letter daU0- 
November?, 1995 repotted 
ure of their unit w e f Decendrer 
1994. The power supply disBda'-' 
necied we f Octoba 17,1995 Bad; 
workens were repoitedly Irid-off;. 

Ahmedabad Jubilee Mills Ud, IQ/3/87 

PB No. 12, Outside Dariapur Cate, 
Ahmedab^ 380 010 

3598 

yes 

Disconnection of power supidy;' 
Unit has declared relief un^kK'"' 
taking by the state govenumSM;, 
of Gujarat. The mill is under ,} 
official liquidator 

Ahmedabad New Cotton Mills 1/2/9S 

Co Ltd. PB No 12, Near Kokhra, 
Mehmedabad, Ahmedabad 380 008 

2086 

yes 

Agitation by worker on bonva 
issue 

Omex Investors Ltd, Outside 
Raipur CateAhmedabod 380 022 

1/8/86 

2758 

yes 

Financial difficulties. The milt 
is under official liquidttor 

Ahmedabad Shri Ramkrishna 
Gomlipur Road, Ahmedabad .380 021 

I9/.3/87 

17.54 

no 

Due to financial crisis. Hie miU' 
is under official liquidator 

Ajil Mills Ltd.Rakbial Road, 
Ahmedabad 380 023 

21/11/87 

1412 

no 

Financial crisis, power suf^ly - 
disconnected. The mill is under 
official liquidator 

Aruna Mills Ltd. PB No lOOOS, 
Narodu Rood, Ahmeddbod 380 025 

28/11/91 

.3210 

yes 

Financial problems. The mill is 
under official liquidator 

Aryodaya Ginning and Mfg 

Mills Ltd, Asarwa Road. 
Ahmedabad 380 016 

24/7/87 

2858 

yes 

Financial crisis. The mill is 
under official liquidator 

Aryodaya Ginning and Mfg 

Mills Ltd. Asarwa Road, 
Ahmedabad 380 016 

10/11/86 

1.500 

no 

Disconnection of power supply 
due to non payment of electri¬ 
city bills, liw mill is under 
official liquidator 

Prasad Mills Ltd. PB No 22. 
Ahmedabad 380 001 

20/11/86 

1384 

no 

Due to financial crisis. The mBI 
is under official liquidator 

Bharat Suryodaya Mills Co Ltd, 
Ainraiwadi Rood, 

Ahmedabad 380 008 

28/10/86 

3758 

no 

Financial crisis. Tbe mill is 
under official liquidator 

Commercial Ahmedabad Mills 

Co Ltd. Near Idgah Choky, 
Asarwa Road, Ahmedabad 380 016 

26/10/85 

2184 

yes 

Financial difficulties. The mill . 
is under official liquidator 

New Gujarat Synthetics Ltd 
Naroda Road, Railwaypura, 
Ahmedabad 380 025 

10/8/86 

2686 

yes 

Due to financial crisis. The mUI 
is under official liquidtUor 

New Gujarat Synthetics Ltd 
Naroda Road, Railwaypura, 
Ahmedabad 380 025 

1/9/86 

1099 

yes 

Due to financial crisis. The mill 
is under official liquidator 

Shri Bansidhor Spg and Wvg Mills 
Pvt Ltd, Naroda Road, Railwaypura 
Ahmedabad 380 002 

imms 

1.501 

yes 

Due to freezing of bank account 
The mill is under official 
liquidator 

Continental Textiles Mills Ltd, 
Naroda Road, PB No 1060, 
Railpura. Ahmedabad 380 025 

2/2/92 

2019 

yes 

Disconnection of power supply. 
Negotialkin regarding connection 
of power supply is going on. 

The New Rajpur Mills Co Ltd, 
Gomdpur Rond Ahmedabad 308 821 

4/.3/94 

1106 

no 

Financial problems. The mill is . 
under official liquidator 

Nutan Mills Ltd, 

Via Vara's Roja Anil Road, 
Ahmedabad 380 018 

imm 

2161 

yes 

Disconnection of power supply. 
due to non payment.of dues. . 
State government has called the 
meetingofailconoernedoaJaiiii- ; 
ary 30,1992and further mee^ 
was to be held on Febiuary 10, 
1992 with chief minister. 

The Patel Mills Co Ud 

PB No 5015. Gorotipur Rood, 
Ahmedabad 308 821 

22/1/96 

901 

yes 

Hnancial difficolties. HieraiU 
is under official liquidator 

Rustam Mills Inds Ud, 

PB No 131, Dudheshwar Road. 
Ahmedabad 380 001 

26/6/93 

1.397 

yes 

Financial problems. The mill is 
under official liquidator 

Y S Synthetics Projects Ltd, 

Near Kankaria Road. 

Ahmedabad 380 022 

21/10/94 

1000 

no 

Tbe agreement between Shri 
Ambica Mills Ltd, Unit No 2, > 
dided November 2. 1989 have 
been lescineded we f Ociober29r y 
|99SandllusmiliislyingcloMd. 


(C^ 



Industrial Disputes Act, 1947: The 
immediate and initial response of a sick 
unit is to either lay off workers and/or 
retrench workers and/or close the unit. 
However, India’s Industrial Dispute Act 
1947 makes, “lay off (section 25 M). 
retrenchment (section 25 N) and closure 
(section 25 O) illegal except with the prior 
permission of the government”. The 
permission requirements in India covers 
all industrial establishments employing 
more than 1(X) or more workers on an 
average day in 12 months (.section 25 K). 
The penalty for lay off and retrenchment 
(section 25 Q) or closure (section 25 R) 
without government pcrini.ssion includes 
both a prison sentence and a fine for the 
employer. If an employer closes down a 
unit even alter relusal by government, he 
can be iinpi isoned up to one year or a fine 
up to Rs 5,(XX) or both. The legislation 
does make an exception for lay off resulting 
from power shortage or natural disaster. 
An employer who intends to close down 
an undertaking has to serve a notice atleast 
90 days before the date on which the 
intended closure is to become effective, 
in the pre.scribed manner, on the appropriate 
government .stating clearly the rca.sons for 
the intended clo.sure of the undertaking 
(.section 25 FFA). 

According to IDA. 1947 when a work¬ 
man with mote than 240 days .service in 
a year, is laid off, is entitled to compen¬ 
sation, equal to 50 per cent of the total 
of the basic wages and dearness allowance 
that would have been payable to him, had 
he not been so laid oft, subject to a maxi¬ 
mum of 45 days (section 25 C). In the 
event of retrenchment of the factory woikcr 
with more than 240 days of .service, s/he 
is entitled to one’s month’s notice in 
writing, stating rea.sons for retrenchment 
and 15 days’ compensation for each year 
of service at .50 per cent of basic wages 
plus dearness allowance (section 25F). 
These notice and compensation rules al.so 
apply to units employing between 50 to 
100 workers, but the.se units do not require 
prior permission from the appropriate 
government. However, casual workers are 
not covered either by compensation 
formula or the permission requirements, 
which apply to permanent workers. In 
case of the closure of the units, every 
workman who has been in continuous 
service for not less than one year in that 
undertaking immediately before such 
closure shall be entitled to notice and com¬ 
pensation in accordance with provision of 
section 25 F (section 25 FFF). 

Sick Industrial Companies (Special 
Provisions) Act, 1985: The Sick Industrial 
Companies (Special Provision) Act 


Table .tfa-i): Detailed Inwemation w Closed CoTToN/siAN-MADe Abke Textiib Mills (Non-SSI) 
AS ON Db'ember 31,1997 - Ahmeoabao {Coniinued) 

Name of the Mill Date of Workers Regd with Reasons 

and Address Closure on Roll BIFR 


Arvind Folycot Ltd, 1/10/96 

Saraspur Road. PB No 106), 

Ahmcdabad 380 018 

68 

no 

Not Known 

.Shn Ambica Mills Ltd, 20/9/91 

PB No 112, Near Kankoria Road, 
Ahmcdabad .380 022 

Vivekanand Mills Ltd, ittSm 

Rakhia Road, Ahmcdabad .380 021 

4875 

yes 

Financial problems. It was also 
reported that 550 workers per 
day has been laid off with the 
consent of labour^ 

1297 

no 

Financial problems. The milt 
was 10 be reopened from January 
17, 1989 cleaning of spining 
department completed. But their 
bankers approachqi the court 
and the matter IS still in high court. 

Vijaya Mills Co Ltd, 22/1/88 

P B No 1049. Naroda Road, 

Ahmcdabad 380 02.3 

1920 

yes 

Financial ensis power supply 
disconnected The mill is under 
official liquidator 

,Shri Ainrura Mills Ltd. Outside 3/11/90 
Saraspur Gate, Gomtipur Post. 

Ahmcdabad 380 018 

1744 

yes 

Financial crisis. The mill is 
under official liquidator 

Bhalakia MilLs Co Ud. PB No 29. 12/3/82 
Kaiikana Road, Khokhara, 

Mchmedabad 380 (X)8 

1726 

no 

Financial difficulties. 

Manjushn Textiles. Girdhamagar, 9/11/96 
Ahmcdabad .380 004 

1445 

no 

Mills under G.STC has been 
closed down and workers retren- 
ctied under VK.S. paying tenninal 
dues. BIFR has recommended 
winding up of GSTC. Official 
liquidator has been appointed 

farun Commercial Mills Ltd, 7/3/84 

PB No I08S. Outside Kalupur Gate, 
Ahmedabad .380 (X)2 

2033 

no 

Financial difficulties 

Mancckchowck and Ahmedabad 14/12/76 
Mtg Co Ltd. Near Idgah Gale, 

Asarwa, Ahmedabad 380 016 

1345 

no 

Financial difficulties 

Marsden Spg and Mfg Co Ltd, 10/1/82 

Rakhial Road, Ahmedabad 380 021 

2296 

no 

Financial difficulties. 

Monogram Mills Co Ltd, 1/5/96 

Rakhial Road. Gomtipur, 

Ahmcdabad 380 023 

2649 

no 

Mills under GSTC has been 
closed down and workers retren¬ 
ched under VR.S. paying terminal 
dues BIFR has recommended 
winding up of GSTC Official 
liquidator has been appointed. 

New Swadeshi Mills 9/11/96 

(A unit of CSl'C Ltd) Marpda Road. 

Ahmedabad 380 025 

1547 

no 

Mills under G.STC has been 
clo.sed down and workers retren¬ 
ched under VR.S, paymg terminal 
dues. BIFR has recommended 
winding up of G.STC Official 
liquidator ha.s been appointed 

Sarangpur Cotton Mfg Co, 9/11/96 

Amraiwadi Road, 

Ahmcdabad 380 021 

1491 

no 

Mills under GSTC has been 
closed do wn and workers retren¬ 
ched under VRS, paying terminal 
dues olFR has recommended 
winding up of GSTC Official 
liquidator has been appointed. 

Abhay Mills Ltd, .Saraspur PO, 1/4/84 
Ahiiwdabad 380 018 

142.3 

no 

Financial difficulties 

.Silver Cotton Mills, 9/11/96 

PB No 1516, AntfOiwadi Rood, 

Near Jagannath Mah, 

Ahmedabad 380 021 

1189 

no 

Mills under GSTC has been 
closed down and workers retren¬ 
ched under VRS, paying terminal 
dues. BIFR has recommended 
winding up of GSTC. Official 
liquidator has been appointed. 

.Sahayog Textiles. Outside 9/11/96 

Raipur Gate, Kankana Road, 

Ahmcdabad 380 022 

795 

no 

Mills under GSTC has been 
closed down and wotkeis retren¬ 
ched under VRS, paying terminal 
dues. BIFR has recommended 
winding up of GSTC. Official 
liquidator has been appointed. 


Simn e. Government of India, (1998), Monthly CUtsure Report, Ministry of Textiles, Office of the 
Textile Commissioner, NIC-TXC , Mumbai. Febnary 28. 
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(SICA), I98S lays down die InmewMlc 
for reorganising the affairs of a huge and 
medium sick industrial company. It doe.s 
not deal with the small-scale units. It was 
framed to allow timely detection of sick 
and poten-tially sick companies, to 
expeditiously provide preventive, 
ameliorative, rem^ial other measures and 
to enforce such measures. SICA was 
framed to promote fast reorganisation of 
sick industrial firms - a process that was 
earlier replete with long delays due to 
multipoint admini-strative clearances and 
tardy high court procedures. 

SICA established a Board tor Industrial 
and Financial Reconstruction (BIFR) in 
1987 with power to ovemde a number of 
regulations that impeded the quick 
restructuring, sale or closure of the sick 
units. 

After the permission of the competent 
government toi the closure of a sick unit 
u/s 25 O ot the IDA. 1947, the board of 
directors of the company or government 
of India or state governments or Re.serve 
Bank ot India or All India Financial Insti¬ 
tution or state level financial institutions 
or scheduled banks make a rcfeience to 
BIFR u/s 15-1 orsection lS-2oftheSICA 
Evenil the state government isnot granting 
the permission then also company can go 
to BIFR BIFR does not take into con¬ 
sideration that the company has not been 
permitted by the government to closedown 
BIFR makes an inquiry u/s 16 of SICA, 
1985 to determine whether the said 
industrial company is sick or not In 
the unit is unviable and terminally sick. 
BIFR recommends winding-up u/s 20( I) 
of the SICA tor confirmation to respective 
high courts under Companies Act 1956. 
This process of reference, inquiry and 
finally the winding up recommendation 
by BIFR takes about two years. BIFR can 
also re.sort to sale of as.sets and remit the 
proceeds to the high court for distribution 
u/s 20(4) of SIC A. There is also provision 
in the SICA Vor apjieal to Appellate 
Authority of Industrial Finance and 
Reconstruction (AAIFR) u/s 25 of SICA. 
The appeal in the AAIFR can take another 
three to tour years. 

SICA stipulates cut off dates for all 
parties. A sick company has to make BIFR 
reference within 60 days of finalisation of 
audited accounts (section 15(1)]; the 
operating agency has to complete its 
inquiry within 60 days [section 1^3)]; the 
operating agency has to prepare the scheme 
within W days; appeals to AAIFR must 
be made within 45 days of a BIFR onfer 
[section 25 (I)]. However, BIFR and 
AAIFR normally do not complete work 
within this cut off dates. 


BIFR exan^nes the (icasihility of turn 
around. This is done in two ways. The 
company may propose a rehabilitation 
proposal of its own, and convince BIFR 
that the scheme will turn its net worth 
positive within 7-10 years. If all party 
accepts the proposal, then BIFR sanctions 
the scheme u/s 17(2) of SICA. Most 17(2) 
.schemes concern the companies that started 
the process of formulating a rehabilit¬ 
ation package with banks and financial 
institutions even before turning formally 
sick. In such cases, the companies and 
financial institutions use the powers of 
SICA to circumvent other legal barriers. 
Section 17(2) proposals arc endogenously 
determined and do not require fresh 
commitment of subsidised funds or large- 
scale re-scheduling of payments. 

When there IS no feasible I7(2)proposals 
and when BIFR believes that it is in public 
interest to rehabilitate the company, the 
board appoints an operating agency (OA) 
u/s 17(3). The OA is suppo.sed to examine 
turn aniuiid possibility of the firm and 
then submit a report to BIFR which either 
formulates a rehabilitation proposal with 
all Its conditions, projections and attendant 
costs, or demonstrates unviability and 
recommends that the firm be wound up. 
When an OA’s approved rehabilitation 


achoM u/k 17(3) i$ sanctioned by BII^ J: 
it is called a section 18 (4) scheme. 

Ifone or more party rejects all proposalSr *1 
BIFR can recommend winding up u/s •f' 
of SICA. Here BIFR can opt for one or i 
two modes: forward its winding up opinion ^ 
to the relevant high court u/s 20(1) of 
SICA; or back it up widi sale of assets and ^ 
remit the proceeds to high court for k ;; 
distribution u/s 20 (4) of SICA. 

The Companies Aa, 1956: The BIFR 
recommends the winding up of a unit 
u/s 20(1) of SICA and forwa^s it to the 
concerned high court for confirmation of <■; 
the winding up order under Compuiies ^ 
Act, 1956. The mattei is no more in the vf 
jurisdiction ofBIFR-SICA and is governed 7 
by the Companies Act, 1956 and the local • 
high court procedures and practices. The 
BlFR’s recom-mendation is binding on , 
the high court. The respective high courts * 
take about two to three months inconfirm- ' 
ing the winding up recommendations of : 
the BIFR. However, in a large number of / 
cases the promoter or his agent or an 
aggrieved party prefers an appeal before '' 
AAIFR u/s 25 of SICA, which is admitted ,, 
asamatterofroutine.Inviewofsection 22 " 
oi SICA during the pendency of the appeal ' 
before AAIFR all the proceedings xct 
stayed and even the high court cannot ' 


1 ABLE t(a-ii) • Dm Aiixo Imfobmation of Closed Cotton/Man-maoe Fibiie Textile Miu.s (Nom-SSI) 
AS on December 31. 1997 - Cuiarat 


Name of the Mill 
and Address 


Dale of 
Closure 


Workers Regd with 
on Roll BIFR 


Reasons 


Chijarat 

Shi I Mahuwa Co op Spg 
Mills Ltd. PB No 40. 

Kundia Road. Mahuva, 
Bhavnagar 364 290 
1 he Candhidhain Spg and Mfg 
Co Lid, Spinning Mill Building, 
Adipur. Kutch 370 20S 
Raj Prakash Spg Mills Ltd 
Tarapur Road, Near Lalbuag, 
Cambay 388 620 
Shree Mandvi Spg Mills Ltd. 
Bhu| Mandvi Road M.sndvi, 

PB No 4, Ranjitsagar Road, 
Kulch 370 46.S 

Suketu Textiles, 3-A, Ambawadi, 
I'dyognagar, Wadhwan. 
Surendranagor 363 030 
1 he Pnlhv) Cotton Mills Ltd, 
Mahatma Gandhi Road, PB No I, 
Bhoruch 392 OOl 
Devil Fabnucs Ltd 
(Subsidiary Reliance), PB No 5, 
Bindu Sarovar Road, Sidhpur, 
Mehsana 384 ISI 
Petlad Textile Mills 
(A unit of NTC Gujarat) 

Near Bus Stand, P^lad. 

Kheda 388 4S0 


31/3/92 

260 

no 

2S/7/86 

611 

yes 

17/12/93 

390 

yes 

2/9/83 

310 

no 

1/1/94 

64 

no 

1/10/94 

390 

yes 

I/.S/96 

367 

no 

1/6/93 

470 

no 


Financial problem and raw 
material shortage 


due to non-payment of dectn- 
city bills ' 


no Financial ensis 


f 

s 

o' 

* 

f 


Due to recession in textile 
market 


Reported that operauon/wotk- 
ing has been completely stopped 
(vide RO's letter dated Jane i6, 
1996). However, workers and 
staff were paid full wages amt 
salaries 


_ 
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proceed with the matter. AAIFR takes 
about 2-3 years to dispose of the appeal. 
Many times a writ petition is filed against 
the recommendations of BIFR under 
Article 226 of the Constitution of India 
even though the same is not maintainable, 
as high court cannot accept an appeal over 
the opinion of BIFR. This is so because 
the language of section 20 of SICA is 
mandatory and the concerned high court 
is bound to confirm the winding up offer 
on the receipt of the recommendation of 
BIFR. However, the offshixit of this is 
delay in the matter by about 2-3 years. 
Anotlier offshcwi ot this delay is that 
during this period the linn is unprotected 
- outside the juri.sdiction of BIFR-SICA 
and also ot the winding up provisions 
of the Companies Act. The properties 
of the companies lemain without a 
custtxlian and unprotected. During this 
pcriiKl tlie scofie to strip assets and sale 
of movable pioperty and inventories is 
very high. Thus the confirmation of the 
winding up order by the respective high 
court may take almost about two years, 
which is the first stage of the liquidation 
process. 

Tlie court confirms the winding up order 
and files a copy of it with the registrar of 
companies and appoints the official 
liquidator. The official liquidator takes the 
formal pos.session of the physical premises 
of the company and appoints security 
guards to protect (he assets within a month 
(section 4'f8). 

The f omierdiroctors of the company are 
suppo.scd to submit the statement of the 
affairs ot the company within 21 days, 
extendable up to 3 months. However, the 
average period taken is about 2 years 
because the acquisition ot ail linancial, 
transactional and asset records is a much 
time con.sumtng process. When the ex- 
directors of the company refuse to respond 
despite the show cause notice, the official 
liquidator requires permission of the court 
toinitialeprn.secution, which takes another 
3-4 months. In (he event of prosecution, 
the ca.se drags on for another 3-4 years 
before the cx-directors hand over the btxiks 
of account. The ex-directors delay the 
handing over of the documents so as to 
buy lime, to alter accounts, inflate (heir 
claims and maintain unofficial control over 
the company's a.sscts (section 4.S6). 

The next stage of the liquidation process 
is the preparation of accounts, detailed 
listing of all assets and inventories and the 
valuation of the same. The chartered 
accountants are supposed to scrutinise the 
'iRCOunl of the company from its incor¬ 
poration - this process takes at least two 
years. The valuation of the assets in the 


Tabu 3(a-H) : Detab-eo Infokmation of Closed CorroN/MAN-MADE nsae Textiu Ma.i.s (NOn-SSI) 
AS UN December .31,1997 - Gujarat {Continued) 


Nome of Ite Mill 
and Addres.s 

Dale of 
Closure 

Workers 
on Roll 

Regd with Reasons 

BIFR 

Mahalaxini Textile Mills, 

Vartaj Road. Bhavnagor 364 001 

I/I 1/92 

997 

no 

Reported that operation/worfc- 
ing has been completely stopped 
(vide RO's letter dated June 16, 
1996). However, woikers and staff 
were paid full wages and solones. 

Rajkot Textile Mills, 

Karansinhji Cross Road, PB No 2, 
Raikot 360 001 

l/t/93 

480 

no 

Reported that operation/worfc- 
ing has been completely stopped 
(vide RO's letter dated Apnl 16, 
1996). However, workers andstaff 
were paid full wages and salanes 

Viraingain Textile Mills, 

Fulwadi Road, PB No 5, 

V iramgam, Ahinedabad 382 1 .SO 

1/1/93 

1261 

no 

Reported that operalion/working 
bos been completely stopped 
(vide RO's letter dated June 16, 
1996) However, workers and 
staff were paid full wages and 
.salaries 

.Sliii Yamuna Mills Ltd 

PB No 38, Pralap Nagar, 

Baroda 390 (KM 

26/8/87 

948 

yes 

Due to financial problem result¬ 
ing from us Banks Central Bank 
of India having stopped operat¬ 
ion of Its a/c The mill is under 
official liquidator 

(lockwar Mills (.id. Billimora. 
Buisar 396 .321 

11/6/86 

2031 

yes 

Inadequacy of working capital 
and di-sconnectiun of power 
supply 

Navjyoi Textiles Milts Ltd. 

Norih Guiarai. Kadi, 382 715 

18/2/83 

887 

no 

Financial difficulties Manage- 
menl is not interested in restart¬ 
ing the mill 

Kalol Mills Ltd Kalol 382 721 

6/l(V87 

1626 

yes 

Inadequacy of working capital 
and disconnection of power 
supply The null IS under official 
liquidator 

Navpvan Mills Ltd, Station Road, 
Kalol N G 382 721 

1.5/12/86 

2818 

yes 

Inadequacy of working capital 
and disconnection of power 
supply The mill IS under official 
liquidator 

Navsan Cotloii and Silk Mills Lid, 
Viialpore Road. Navsari 396 445 

8/7/94 

1552 

yes 

Due to non-payment of wages 
and salaries for the month of 
May and June 1994 

Maharana Mills Ltd. P B No 11. 
Porbandar, Saurashtra 360 575 

1.3/2/83 

2049 

yes 

Financial difficulties The state 
government reported exploring 
the possibility ot running the 
mill on lease by G.STC 

Pnyalaxmi Milts 
(UnilofCSTCLtd), 

(>ld .Station Road, Baroda 390 003 

9/11/96 

396 

no 

Mills under GSTC has been 
closed down and workers retren¬ 
ched under VRS, payingterminol 
dues. BIFR has recommended 
winding up of GSTC. Official 
liquidator has been appointed. 

Kanti Collon Mills 

(Unit ofGSTC Ltd). Mill Road. 

Surendranagor, 363 (X)t 

1/5/96 

318 

no 

Mdls I’nder GSTC has been 
closed down and workers retren¬ 
ched under VR.S. paying terminal 
dues BIFR has recommended 
winding up of GSTC Official 
liquidator has been appointed 

New Jehangir Vakil Mills. 

(Unit of GSTC Ltd). PB No 45, 
Palace Road, Bhavnagar .364 001 

I/.5/96 

552 

no 

Mills under GSTC has been 
closed down and workers retren¬ 
ched under VR.S, paying terminal 
dues. BIFR has recommended 
winding up of GSTC, Official 
liquidator has been appointed. 

Shiee Shubhtaxmi Mills. 

PB No 44, Station Road, 

Cambay, Khcda 388 620 

9/11/96 

1014 

no 

Mills under G.STC has been 
closed down and workers retren¬ 
ched under VRS, payingterminol 
dues. BIFR has recommended 
winding up of GSTC. Official 
liquidator has been appointed. 


Source: Government of India. (1998), Monthly Closure Report, Ministry of Textiles. Office of the 
Textile Commissioner, NIC-TXC , Mumbai, February 28. 
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best possible situation takes abotU 12*18 
months (section 434). 

Then the notices have to be sent to 
debtors ot the compuiy to repay their debt. 
When the company’sdebtorsr^se to pay 
as they often do recovery proceedings are 
filed in the high coiut and getting a decree 
may take three to four years. Thereafter 
the oflicial liquidator advertises lor sale, 
gets tenders and then the high court sells 
assets of the company. The sale process 
IS fraught with delays which can take three 
to four years 

The settlement and the distnbution of 
the sale proceeds amongst the claimants 
IS the longest and the most tedious process. 
It first involves listing of all claims against 
the company - a process that takes years 
andiscontestedateachstep.Thereafter the 
claims are ranked and dealt with according 
to preferential payments and lower order 
preferential claims This stage in the 
proceedings takes about four to five years. 

The total time penod in completing all 
the steps of the liquidation process adds 
upto 10-15 years The Companies Act 
(court rules 1959) detines 102 strictly 
sequential procedures that have to be 
followed in the winding up of a unit by 
the court which requires the large amount 
of paper woi k. The secured creditors who 
have the first charge normally files a civil 
suit in the civil court. They do not join 
the queue ot the claimants. In the civil 
court there iseasy tacility of adjournments 
Thus this also leads to lot ot delays 
Thus, in India, it is very long and tedious 
process to liquidate and wind up an 
unviable firm There are several barriers 
of law, ot legal interpretation and of legal 
procedures and of implementation. A 
sample of 1857 companies that were in 
winding up stage shows that 42 per cent 
of the cases took up to 10 years, 27 
per cent of tlie ca.ses 10-20 years, 19 per 
cent of the cases 20-30 years and 12 
per cent of the case,, over 30 years 
IMathur 1993]. 

The entire process of the exit of the firm 
- closure, wind-up and liquidation uncter 
the IDA, 1947, Sick Industrial Companies 
Act, 1985 and Companies Act, 1956 
respectively, falling under the jurisdiction 
of labour departments of the respective 
state government's, BIFR, Delhi and 
AAIFR, Delhi and the respective high 
courts located at different places, take 
10-20 years. Such a long time lapse 
between the closure and the liquidation 
reduces the salvage vahie of the uiUt to 
a n^ligible proportion [Mehta 1993]. The 
most important claimants to the assets of 
the firm - workers and the secured creditors 
rarely ever get even a small fra^on of 


dteir oMstaiKlhig thies [Qol 1993]. Land 
and other infrastructure built at a 
tremendous cost remain unutilised for all 
these years. The re-entry of the new vi^le 
economic activity can take place after 
several years and would require «ibstantial 
Iresh investments in the infrastructure. 

The present legal provisions, institutions 
and tlK practices with respect to exit of 
a firm make it unviable, negative, anti- 
labour and anti-development - making re¬ 
entry very difficult and unviable. It is 
worst than zero-sum-game. It benefits 
nobody, it hurts ail concerned parties, 
everybody is a loser - industrialists, 
workers, the government, financial 
institutions, banks and the society. The 
workers are largely without a permanent 
regular job and income. They are forced 
to work in the unorganised sector which 


provittes them iiudequate and iimgalife^ 
income (Mehta 1993]. ‘ , 1 ' 

lU • 

Textile Crfads in Gujarat 

Organised cotton textile industry is more, 
than ISO years old - one of the oldett 
organised industry in India. It is also one ' 
of largest, employing 10 lakh persona. 
Cotton textile industry is concentrated hi 
the three states of Gujarat, Maharashtra 
and Tamil Nadu, mainly in the three cities 
of Ahmedabad, Bombay and Coimbatore. 

It consists of the spinning and composite 
mills. The number of spinning mills have 
been increasing over years but the number 
of composite mills have remained constant 
because of the restrictive governmett 
policy since the early 1950s. There are 


Table 3 (b) Details of the Closed Textile Mills of Gujarat as on Rbruary 28, 1998 


Name of Mills 

Date of 
Closure 

Number of 
Workers 

Reason for Closure 

Part -1: Composite Mills under Liquidation in Ahmedabad and Rest of Gujarat 

Vivekonand, A'bad 

20 10 88 

1487 

Under liquidation 

Banshidtiar Spg Wvg 

16 9 85 

1501 

Under liquidation 

CommeKial A'bad 

26 10 85 

2184 

Under liquidation 

Omex Investors 

1 8 86 

2753 

Under liquidaUon 

New Guj Syn Ltd - i 

1 8 86 

2636 

Under liquidation 

New Guj Syn Ltd - It 

1 9 86 

2091 

Under liquidation 

Bharat Sorvodaya 

28 10 86 

1724 

Under liquidation 

Ariyodaya Spg Wvg 

10 11 86 

1500 

Under liquidation 

Prasad 

20 11 86 

i884 

Under liquidation 

A'bad Sn Ramknshna 

19 3 87 

1605 

Under liquidation 

Ariyodaya Gng and Mfg 

24 7 87 

2858 

Under liquidation 

Ajii 

21 II 87 

2412 

Under liquidation 

Vijay 

22 1 88 

1920 

Under liquidation 

A'bad Jubilee 

10 3 87 

1801 

Under liquidation 

Amiuta 

3 II 90 

2651 

Under liquidation 

Aruna 

28 II 91 

1706 

Under liquidation 

Nutan 

20 1 92 

2201 

Under liquidation 

Nav|ivan, Kolol 

15 12 86 

2096 

Under liquidation 

Kalol Mills, Kalol 

6 10 87 

1105 

Under liquidation 

Sn Yamuna 

26 8 87 

1426 

Under liquidation 

Rustam 

26 6 93 

592 

Under liquidation 

New Riypur 

4 3 94 

1036 

Under liquidation 

Arbuda 

14 11 94 

2268 

Under liquidation 

Patel 

22 1 96 

760 

Under liquidation 

Total 

% 

44197 


Part-11: Closed Spinning 

Mills in Rest of Gujarat 


Mandvi Spg. Madvi 

2 9 88 

820 

Financial problem 

Oondhidham Spg and Mfg, Adipur 25 7 86 

895 

Disconnection of power supply 

Mohuva S|^, Mahuva 

13 3 92 


Shortage of raw material and 
Financial problem 

Rajprakasb Spg, Cambay 

17.12 9.3 


Shortage of raw motenal and 
financial problem 

Sukeio Textile, Wadhwan 

Jan 1994 

- 

Due to labour dispute 

Ohorak, Kalol 

16 86 

- 

Due to lidiour dispute 

Prithvi. Cotton, Bhanich 

October 1994 

265 

BIFR recommended for winding 
up the mill to high court and ill 
order is still awaited 

Devti Fabrics. Sidhpw 

1.5 95 

589 

Incurred heavy losses and workers 
retrenched under VRS Scheme 

Bhagwati Spg and Wvg, 

Exact Dale 


Unit is not m existence since last 

Jnmkbambalia 

not known 

- 

10-12 years 

Asarwa, Dholka 

9797 

800 

Lock-out of plant due to labour 
problems 


{CpHUti 

i 

♦ 
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government control on entry, exit and the 
expansion ol the mill sector The mills 
weavingcapacity has declined continually 
from 2 10 lakh looms in 1982 to I 32 lakh 
looms in I99S 96 The organised ctMton 
textile coninbuted significantly to the 
process of industnalisation of Ciujarat 
Maharashtra and Tamil Nadu However 
with the decline in the productivity and 
the profitability of the textile manu 
factunng it has also adversely affected the 
economies of these three slates where it 
IS concentiated Obsolete technology and 
inefficient manning of large scale mills 
have icsulled in the losses and closures 
of large numhci of mills 
The incidence of sickness in textile 
manufacturing is quite high Every tilth 
textile unit in India IS sick (384 out of 1909 
textile units) In case ol composite mills 
71 out of 27S are closed Inall 227 textile 
unitsarcclosedatlccting2 61 lakhwoikers 
as on December 31 1997 None of these 
227 have been closed legally as provided 
undei Industrial Disputes Act 1947 
liable 2 Gol 1998| Two hundred ninety 
three textile units are tegistcred with BIFR 
as sick units undei SICA 1986 One 
hundred eighty two cotton man made 
fibre textile units aie registered with 
BIFR Thus the textile scenario in India 
IS very grim (CjoI 1998] 

Gujaiat IS one ol the oldest and the lar 
gest centies of cotton textile manufactui mg 
in India InGuiarat the major concentration 
of textile industry is in Ahrnedabad Of 
the 116 textile units in Gujarat 87 units 
are sick (76 percent) and 62 arc registered 
with BIIR as sick units under SICA 1986 
Sixty SIX units (the largest in India) aic 
closed in Gujarat as on Dccembei 3| 
1997 Thirty four out of these 66 units 
are under liquidation(1 able 2) Asaresult 
of the closure of these 66 units 1 04 613 
workers are affected which is almost 
40 per cent in the entire country Ihe 
number ol closed units in Ahrnedabad 
alone is 44 affecting 84 722 workers 
(Tables I and 2) 

Thus Gujarat textile scenano is the worst 
in the entire country with the second highest 
sick units (87) the highest closed units 
(66) the highest registered units with BIFR 
(62) the highest units under liquidation 
(34 out of 60) and the highest wuikers 
affected due to closute (1,04 513) Up to 
December 31 1991 the total number of 
closuie was 32 spread over 10 years 
Between 1991 97 the closures have more 
than doubled thus the crisis has worsened 
in the post-libcialisation penod Fven in 
Ahmcdabad after liberalisation the number 
of closed units have been increased from 
24 to 44 The situation IS further worsened 


V 

Tabu 3 (b) EX-iails or THb Ccoa-o TExhce Mius or Cuiarat as on nfluiAHV 28,1998 (Oinonwe 


Name of Mills 

Dale of 

Number of Reason for Closuie 


Closure 

Workers 


Varun Spg Ankcwolia Village 
Surcndianagar 

18 12 97 

8 

Financial ensis 

1 onl 


3377 


Part • III Closed Spinning Mills of Ahrnedabad 

* 

r UK Knilling A bad 

10 7 70 

191 

Financial difficulties 

Y S Syn A bad 

24 10 94 

1000 

BIFR IS recommended winding c 
on October 6 1996 High Court 
Order awaited 

J igd jhnu Spg A bad 

21 9 9S 

62 

Unit permanently closed 

Pait - IV C loscd ( ompnsitc Mills in Rest of Guiaral 


Mxhii ina Mills Poibmder 

13 2 83 

2323 

Financial dilficuliics 

NjvjoI Mills 1 Id Kadi 

13 12X4 

887 

Financial dillicultics « 

( Kkwad Mills Billiinni i 

9 1 86 

2118 

Financial ensis disconnection ol 
power supply due to non payiiKr 
of dues 

Njvs in ( nllon md Silk Mills 

8 7 94 

2100 

Dut lo non payimnl ol wages ar 
salarylorlht nKwthof Miy iunc I9<, 

Part • V < losed Composite Milts of Ahmcdabad 


Mmckchowk A bad 

Ul 76 

1262 

Sciapcd by r<S IC No existence 

Marsdsn Spg ind Mfg 

to 1 82 

1912 

Scraped bv GSTC No existence 

Bb ilakij 

12 3 92 

1668 

Scraped by GS3C No existence 

1 aiun Coinincrcial 

7 3 84 

2033 

Striped by GSTC No existence 

Abhay Mills 

1 4 84 

1673 

Scraped by OS fC No existence 

Sn Ambika No 1 

20 9 91 

4876 

liiiancial Diliicutlics 

r nntincnl it 

2 2 92 

2019 

Financial Difficulties 

X bad Advance 

16 3 96 

2484 

Fuianciil 'DifBculiics 

Abut New Colton 

Pebrnary 1996 2086 

Agitation by workers on Bonus issm 

( ilico 

1 12 94 

4302 

Power supply disconnected w t 1 
October 17 1996 md workers wer 
reportedly laid of 

Arvind Polvcot 

1 10 96 

9 

No Production Activity 

Tol il 


24213 

Pari - VI t losed Woolen in Rest of (f uiarat 



Chmdiilok Vxlsid 

Fxact Dale 
Not Known 


Financial crisis 

Walkci Anjani Jtmnagar 

12 II 82 


Due to labour disputes 

Rislogi Kidi 

27 7 96 

73 

Sui render the installaiion ccrtificat' 
to head office 

M J Woolen Ankkshtsir 

bxaci Dale 
Nol Known 


Ctosed for last Icn years 

Sohni Vill Vasin Mthsoni 

bxact Date 
Not Known 

128 

f losed for last 3 4 years 

f uj iral Woolen Nadi id 

bx-Kl Date 
Not Known 

6 

Closed pcriimncnily 

( M Vvis UoKrgaon 

Exact Date 
Not Known 


Closed since a long lime 

/iviri Colton WtKilcn Uinbergaon Exact Date 


Closed from l'<'i two years 


Nol Known 


Sn Saraswaii Wastcyards Navsari 

October 1983 


Not existing 

Part • VH C losed Weaving Units in Rest of Gujarat 


M isicrsilk Bhavnagar 

1 1 82 

160 

Financial ensis 

Part ■ VIII List of Closed C.STC Mills 



Sublilakshmi Cambay 

9 11 96 

1947 

BIFR recommended for winding u( 
all the 11 GSTC mills and attractive 
compensation to the siaff/workers 




given under VRS scheme by GoG 
Offical liquidator appointed for the 




disposal of the asset of all the 11 
mills 

New Jahngir Vakil Bhavnagar 

9 II 96 

1643 

BIFR recommended for winding uf 
all ihe 11CSTC mills and attractive 
compensation lo the staff/workers 




given under VRS scheme by GoG 
Offical liquidator appointed for the 
disposal of the asset of all the 11 




mills 


(Contd. 
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Table 3 (b) Dbtau of Cloeeo Tbxiue Mkjus op CKuaeat as on f%nuAkY 38.1998 (Cmttnmft > 


after December 31, 1997 with more 
closures and unemployment [Gol 1998b] 
It IS very clear from the analysis of the 
textile ensis in Gujarat above that the 
existing framework for dealing with 
industrial sickness in India has been (ound 
to be quite uiadequate 
The consequences ot the industrial 
sickness and closure of textile mills in 
Gujarat are (i) The loss of more than one 
lakh jobs, (ii) The statutory dues ot the 
72 870workers amounting toRs228cn>re 
have not been paid (in) The magnitude 
of the locked assets ot mills is very large 
and they continue to be locked - mainly 
26 3 lakh sq m of pnme industrial land 
I he three piohlems mentioned above 
remain unresolved in the existing frame 
work designed to deal with the industrial 
sickness in India 

of joh\ Due to illegal closure ot 
66 textile mills in Gujarat over one lakh 
pcisons have been aticeted but against 
this the number ol jobs created during this 
period aic not high If we examine the 
Annual Survey of Industries data for 
Gujaiat tor all industnes it shows that 
additional |obs created during 1980 81 to 
1993 94isonly6l OOSjobs Ilweexamim 
the number ol jobs created in the factor) 
sector between 1981 9S it is 1 54 lakh 
In the oiganiscd manufactuiing sec tor in 
the public and private sector the number 
ol additional jobs created IS only I I4lakh 
(Go(i 1996 971 Employment in Gujarat 
has grown at about 2 per cent per annum 
during 1977 78 ana 1987 88 However 
a dccelaration in the employment growth 
was observed during 1983 and 1987 88 
as against the period 1977-78 to 1983 In 
the manufacturing scctorihe rate of growth 
of employment declined sharply from 6 8 
per cent per annum to 2 01 per cent per 
annum dunng I97()s and I98(K respec¬ 
tively The employment growth in the 
organised manufactunng sector remained 
virtually stagnant during 1983 and 1987 88 
The rate ot giowth ot the employment in 
the unorganised manufacturing sector also 
fell from 2 26 per cent per annum in the 
1970s to 1 63 per cent per annum in 1980s 
[Mehta 1995) This situation only indicates 
that mill textile workers must have been 
forced to seek jobs in the un-certain 
unorganised sector only There is very 
little chance that they would have got job 
in the organised sector commensurating 
with their earlier job To mitigate this 
situation we discuss the concept of area 
regeneration fund in the next part 
Statutory dues of the workers The other 
problem arising out of thecItKureoftextile 
mills ui that 72,870 workers of 4^ mills 
have not received their statutory dues 


Name of Mills 

Date of 
Closure 

Number of 
Workers 

Reason for Cloran; , 

Kami Conon Surendranagar 

9 n 96 

384 

BIPR recommended for winding up 
all the 11GSTC mills and aiuaeiive 
compensanon to the sraffAvorfcen 
given under VRS vcheme by (kiG 
Offical liquidator appointed for the 
disposal of the asset of all the 1 i 
nulls 

Sahyog Textile Ahmedabad 

9 tl 96 

787 

BIPR recommended tor winduig up 
all the 11G9TC mills and ottractiw 
compensation to the siaff/woikem 
given under VKS scheme by GcG 
Offical liquidator appointed for Ihe 
disposal Of the asset ot all the 11 
mills 

Silver Cotton Ahmedabad 

9 11 96 

1373 

BIPR recommended tor winding up ' 
all the 11 GSTC mills and attractive 
compensation to ihe siatf/workers 
given under VRS scheme by GoG 
Offical liquidator appointed for the 
disposal of the asset of all the 11 
mills 

PriyaUkshmi Baroda 

9 II 96 

571 

BIFR recumincndcd for winding up 
ail the 11 GSTC mills and attractive 
compensation to the siaff/woriere 
given under VRS scheme by GoO 
Otf leal liquidator ippointcd for Ihe 
disposal of (he asset ot all the 11 
mills 

Sirangpur Colton Ahincdabid 

9 II 96 

1736 

BirR recommended for winding up 
all the 11 GSTC mills and aiuactive 
compensanon to the staff/workers 
given under VRS scheme by GoC 
Oflical liquidator appointed for the 
disposal of the asset ot all the 11 
nulls 

New Swadeshi Ahnudabad 

9 II 96 

196? 

BIFR recommended for winding up 
all the 11 GSTC mills and attractive 
compensation to ihe staff/woikers 
given under VRS schenw by GoG 
Offical liquidator appointed for the 
disposal of the asset of all the 11 
mills 

Manjushn Ahmedabad 

9 11 96 

1626 

BIFR recommended tor winding up 
all Ihe 11 GSTC mills and attractive 
compensation to the staff/woikers 
given under VRS scheme by GoG 
Offical liquidator appointed for the 
disposal of the asset of all the 11 
mills 

Monogram Ahmedabad 

9 II 96 

2109 

BIFR recommended for winding up y 
all the 11 GSTC mills and attractive 
compensation to ihe staffAvorkets 
given under VRS scheme by GoG 
Offical liquidator appointed for the 
disposal of the asset ol all the 11 >' 

mills 

Ahmedabad Cotton Ahmedabad 
Total 

9 11 96 

178S 

IS928 



Part - IX: N T C Gujarat Mllb Whose Working Completely Stopped but Workers and Staff 


Being Paid Full Wages and Salaries 



Ahmedabad Jupitor, Ahmedabad 

October 1992 

2439 

Non reimbursement ol fund for 
losses by govemnicni 

Jahaghii Ahmedabad 

December 1994 

2167 


Mohalakshiiu, Bhavnagar 

November 1992 

1589 


Petlad Textile, Petlad 

January 1993 

1461 


Rajkot Textile, Rajkot 

Januoty 1993 

692 


Vitnmgam Textile Viramgom 

January 1993 

1608 


Himodn, Ahmedobad 

8 6 96 

774 


Rajnagar Spg and Wvg 11, Aliad 

September 1992 

1648 

t 

Total 


12378 

If 


Source CoverDment of indu, (1998), Monthly Closure Report, Ministry of Textile Office of IM j 
Textile Commissioaer, NIC-TXC, Mumbai February 28 



amounting to Rs 228 crore. This works 
out to be Rs 31,293 per worker. The due,s 
include wages, bonus, gratuity, retrench¬ 
ment allowance and some others. The.se 
dues might not have been paid since many 
mills were closed way back in 1980s. This 
is their lifetime earnings. This is in spite 
of the legal provisions in the Indu.stria! 
Disputes Act 1947, SICA 1985, and 
Company Act 1956. Over these years the 
workers approached Gujarat high court 
several times for the rclea.se of the dues 
from the sale of the property of the closed 
mills. It was with the herculean efforts 
and lots of expenses that the workers 
could get Rs 35.65 crorc (15.6 per cent 
of the dues over these years). Large 


part dues (84.6 per cetU) ^11 remain to 
be paid. The workers will not receive 
any interest on these dues and hence 
whenever they receive it, its value will be 
very small. 

There is no mechanism in the existing 
framework to take care of the workers’ 
dues. Section 529 A of the Companies Act 
has provided that legitimate dues of the 
workers ranked pari passu with secured 
creditors and above the dues to the govern¬ 
ment in the event of the winding up of the 
company. However, this is inadequate. 
Suppose the value of the security of a 
secured creditorofa company is Rs I lakh. 
'I'he total amount of a workman due is Rs I 
lakh. The amount of debts of the company 


to its secured creditor is Rs3 Udeb. The 
aggregate of the amount of workman’s 
dues and of the amounts of debts due to 
secured creditors is Rs 4 lakh. The 
workman’s portion of the security is 
therefore one-fourth of the value of the 
security, i e, Rs 25.000 (section 529). This 
means that workers will getproportiemately 
less than their dues under this principle. 
Thus, existing system gives a raw deal to 
worker. To avoid such situations in future 
we have suggested creation of state renewal 
fund in the next part. 

Loss of productive land resource: 
Ttdile 5 shows the land locked under the 
clo.sed textile mills of Ahmedabad. The 
land under 22 closed textile mills is 18.4 


Table 4 (a). Worker.'!’ Dces of O-osed Textile Mills of Gujarat as on December 31, 1997 


a _ 

Name of the Mill 

Date of 
Closure 

Number of 
Affected 
Workers 

Status of Mill 

Wages 

Dues (in Rs Lakhs) 

Bonus Gratuity Retrenchment Others 
Allowance 

Manekehowie Mills and A'bad 

I..V77 

1075 

GSTC 

- 

- 

- 

- 

- 

Bhalakia A'had 

8 3 8.": 

2579 

GSTC 

- 

- 

- 

- 

- 

Marsden A'bad 

19.10 82 

2900 

GSTC 


- 

- 

_ 

- 

Moharana Porbander 

12 2.8.1 

2866 

Private 

73 46 

16.9 


- 

11 5 

Mandvi Spinning M.tndvi 

2 9.8.1 

250 

Liquidation 

- 

- 



- 

Navjot Kadi 

1 1 84 

900 

Liquidation 

11.38 

3.6 

- 

14.4 

- 

Tarun Comincrcial Abad 

7 .1 84 

2446 

GSTC 

- 

- 

- 

- 

- 

Abhay A’bad 

1.4 84 

1650 

GSTC 

- 


- 

- 

- 

Ahmedabad Cotton-1 A'bad 

7.7 84 

1423 

GSTC 

- 


- 

- 

- 

Bansidhar Abad 

2.S 9.8.S 

1345 

Liquidation 

8.31 

20 

30 

30 

- 

Commercial Ahmedabad A'bad 

28.10 85 

250 

Liquidation 

22.82 

35 

2.25 

2.25 

- 

Gaekwad. Billimora 

11 6 86 

2118 

Private 

185.14 

52 

150.38 

- 

- 

Gandhidham Gandhidham 

25 7 86 

596 

Private 

9.85 

- 

- 

- 

43.63 

New Gujarat Synihclic-I A'bad 

12.8.86 

2.5(X) 

Liquidation 

25.25 

44 

300 

300 

- 

Omex Investors. Abad 

12 9 86 

13.19 

Liquidation 

13 46 

23 

200 

200 

- 

New Gujarat Synthetic-ll A’bad 

12.9 86 

1617 

Liquidation 

11.38 

365 

225 

225 

- 

Bharat Suryodaya A'bad 

10 11 86 

2136 

Liquidation 

.12.74 

3 

200 

200 

- 

Navjivan, Kalol 

1.1 II 86 

801 

Liquidation 

22.82 

10 

200 

200 

- 

Aryodaya Abad 

18 11 86 

1170 

Liquidation 

6.13 

50 

310 

. 310 


Prasad A'bad 

II 12 86 

.500 

Liquidation 

17.71 

5 

1439.67 

1615 

- 

Ahmedabad Jubilee A'bad 

9.1 87 

2450 

Liquidation 

25.08 

14 

500 

500 

- 

Ramkrishna A'bad 

.11 .1 87 

1995 

Liquidation 

23.07 

33 

350 

350 

- 

Vivekanand A’bad 

13 4.87 

1388 

Liquidation 

36.21 

32 

200 

200 

- 

Ariyodaya Ginning A'bad 

24.7 87 

1900 

Liquidation 

21.71 

50 

330 

330 

- 

Kalico Kalol 

6.10.87 

1663 

Liquidation 

29.43 

25 

185 

185 

- 

Yamuna Vadodara 

26 10 87 

670 

Liquidation 

124.75 

~ 

120 

- 

1.3 

Ajit Abad 

20.11 87 

1400 

Liquidation 

15 

15 

220 

200 

- 

Vijay Abad 

20.1 88 

2000 

Liquidation 

13.94 

25 

250 

250 

- 

Amrita Abad 

3.11 90 

2260 

Liquidation 

22 

- 

2.50 

250 

- 

Arun Abad 

28 II 91 

3158 

Liquidation 

44.48 

30.09 

320 

.120 

- 

Nutan A’bad 

20.1 92 

2736 

Liquidation 

16.73 

- 

300 

300 

- 

Continental A'bad 

2 2 92 

2128 

Priviitc 

37.8 

- 

200 

200 

- 

Mahua Mill Mahua 

.10 11 92 

180 

Private 

- 

- 

- 

- 

- 

Rustam A’bad 

25.6 93 

712 

Liquidation 

20.38 

- 

150 

1.50 

- 

New Raipur A'bad 

4.3.94 

1250 

Liquidation 

25.37 • 

30 

756.9 

750 

- 

Ambica-I A'bad 

18.5 94 

788 

Liquidation 

25 

12 

350 

350 

- 

YS Synthetic A'bad 

20.10.94 

1050 

Private 

17 

18 

429 

437.5 

- 

Rajprakash Khambhat 

25.7.94 

400 

Private 

4.34 

21 

87 


38.66 

Navsari Cotton and Silk. Navsari 

8.7.94 

1382 

Private 


38.5 

392.13 

- 

32 

Atbuda A'bad 

14 11.94 

MIS 

Liquidation 

30.27 

- 

400 

400 

- 

Prithvi Colton Bhanich 

6.11.94 

250 

Private 

7.75 

3.5 

16 


44 

Ahmedabad Advance A'bad 

13 3 95 

2453 

Private 

46.5 


400 

400 

- 

Alunedabad Cotton A’bad 

10.2.95 

2480 

Private 

46.19 

4.64 

444.9 

502.55 

22.87 

Calico A’bad 

.11.10.94 

4966 

Private 

110 

.. 

667 

• 667 


Suttil Vadodara 

2.11 95 

430 

niv^e 

7.5 

10 

55.5 

• 

5.55 

PiUel Mill A’bad 

Total 

23.1 96 

1207 

72872 

Liquidtttion 

1191 

20 

1009.2 

280 

10710.7 

280 

10118.7 

199.51 


Source: Office of the Labour Commissioner, Ministry of Labour, CoC, Ahmedabad, 1998. 




lakh sq m wbidi i» 


over Rb 500 


CFOie. If we include the land of textite iMIla 
of Gujarat State Textile Corporatitm then 
it comes to be 26.3 lidch sq m. This land 
is identified as the land reserved for 
industrial purposes. There isalargeamount 
of infrastructure built on this land for the 
purpose of industrialisation. This entire 
land has gone out of productive use ever 
since mills started closing down. This land 
consists of two parts; constructed area and 
open land. This entire area was given 
exemption under Urban Land Ceiling Act, 
1976. If this exemption is withdrawn the 
open area will ve.st in the government 
which can be utilised for starting new 
economic activities. A earlier study in 




an areaof 8.S6 laldisq m have shown that 
its redevelopment will create 40,000jobs 
in industrial activity and 10,000 jobs in 
commercial activity [Mehto 1992}. A 
scheme for tedeveiopn»nt of this land was 
prepared and submitted by the empowered 
committeeof national renewal fund (NRF), 
government of India. NRF did provide 
Rs 150 crore for this Ahmedabad project 
A similar concept was suggested by Abid 
Hussain Committee in 1990. The existing 
framewoilc does not provide any system 
for recycling of land resource. For this we 
need to create seed fund for land develop¬ 
ment Ihe concept is detailed out later 
fGoI 1990}. 


IlieAltenuUvca 

Exiting framework in India is IWUUU.«L 
be inadequate and defective to deal w^ 
variuos problems which arise due tt 
industrial sickness. Ihe most important h 
to simplify the various relevant acts and 
procedures. At present Industrial Dispuhtt 
Act, 1947, Sick Industrial Companies Act, 
i98S,andtheCompaniesAct 19S6(^)etate 
independently wiA emphasis on jutisdiC' 
dons and without any co-ordination. The 
result is, there is no synergy between three 
acts. They operate independently of eadi 
other resulting into lot of duplication which 
leads to delay in the decision-making. The 


Tabu 4 (b) : Thb Amount of Dues Paid to Woiikf.rs of Closed Texdu Mills of Guiarat as on Dfxember 31.1997 


Name of the Mill 

Date of 
Closure 

Number of 
Affected 
Workers 

Status of Milt 

Wages 

Dues (in Rs Lakh) 

Bonus Gratuity Retrenchment Others 
Allowance 

Munekchowk Mills .and A'bud 

I..S.77 

1075 

GSTC 

31.94 

- 

44 93 

37.17 


Bhalakia A'bad 

8.3.82 

2579 

GSTC 

12 

- 

96.27 

80.61 


Marsden A'bad 

19.10 82 

2900 

GSTC 

21.78 

- 

121.37 

101.53 


Maharana Porbander 

12 2.83 

2866 

Private 

48.23 

- 

- 

. 


Mandvi Spinning Mundvi 

2.9.83 

250 

Liquidation 

- 

- 

- 

- 


Nayjot Kodi 

1.1.84 

900 

Liquidation 

- 

- 

- 

- 


Tarun Coniinercial Abad 

7.3.84 

2446 

GSTC 

24 


121.14 

122.31 


Abhay A'bad 

1 4.84 

1650 

GSTC 

10.52 


706 

62.48 


Ahmedabad Cotton-1 A'bad 

7 7 84 

1423 

GSTC 

15 


75.77 

71.47 


Bansidhar Abad 

25.9 85 

1345 

Liquidntion 

8.31 





Commercial Ahmedabad A'bad 

28.10 85 

250 

Liquidation 

22.82 





Goekwad, Billimora 

11 6.K6 

2118 

Private 

- 





Gandhidham Gandhidham 

25.7 86 

596 

Private 

.3.4 




43.63 

New Gujarat Synthetic ■ 1 A'bad 

12.8 86 

2.500 

Liquidation 

25.25 





Oinex Investors. Abad 

12.9 86 

1339 

Liquidntion 

13.46 





New Gujarat Synthetic -II A'bad 

12.9 86 

1617 

Liquidation 

11.38 





Bharat Suryodaya A'bad 

10.11 86 

2136 

Liquidation 

.32.04 





Navjivan, Kalol 

13.11 86 

801 

Liquidation 

- 





Aryodaya Abad 

18.11 86 

1170 

Liquidation 

6.13 





Prasad A'bad 

II 12 86 

500 

Liquidation 

1771 





Ahmedabad Jubilee A'bad 

9.3.87 

2450 

Liquidation 

25.08 





Ramkrishna A'bad 

31.3.87 

1995 

Liquidation 

23.07 





Vivekanand A'bad 

1.3.4 87 

1388 

Liquidation 

36.21 


too 



Ariyodaya Ginning A'bad 

24.7 87 

1900 

Liquidation 

21.71 





Koiico Kalol 

6.10.87 

1663 

Liquidation 

- 





Yamuna Vadodara 

26.10 87 

670 

Liquidation 

- 





Ajil Abad 

20.11 87 

1400 

Liquidation 

15 





Vijay Abad 

20.1 88 

2000 

Liquidation 

1.3.94 





Ainrita Abad 

3.II.‘A) 

2260 

Liquidation 

22 


125 



Amo Abad 

28.11 91 

3158 

Liquidation 

44.48 





Nutan A'bad 

20.1.92 

2736 

Liquidation 

16.73 





Continental A'bad 

2.2.92 

2128 

Private 

37.8 





Mahua Mill Mahua 

30.11 92 

180 

Private 

- 





Rustam A'bad 

25.6.93 

712 

Liquidation 

- 





New Rajpur A'bad 

4.3.94 

1250 

Liquidation 

25.37 





Ainbica • 1 A'bad 

18.5.94 

788 

Liquidation 

- 





YS Synthetic A'bad 

20.10 94 

1050 

Private 

17 





Rajprakash Khambhat 

25.7 94 

400 

Private 

- 





Navsari Cotton and Silk, Navsari 

8.7.94 

1382 

Private 

- 





Arbuda A'bad 

14.11.94 

IMS 

Liquidation 

- 





Prithvi Cotton Bharuch 

6.11.94 

250 

Private 

- 





Ahmedabad Advance A'bad 

1.3.3.95 

2453 

Private 

46.5 





Ahinedobod Cotton A'bad 

10.2.95 

2480 

Private 

no 





Calico A'bad 

31.10.94 

4966 

Private 

46.19 

4.64 

444.9 

502.55 

22.87 

Sunil Vadodara 

2.11.95 

430 

Private 

- 




- 

Patel Mill A'bad 

Total 

2.3. J.96 

1207 

72872 

Liquidation 

805.05 

4.64 

1835.38 

978.12 

66.5 .; 


_ __■ _ - -- —‘'‘7 

Stmrce: Office of d» Labour Commissioner Ministry of Labour, GoC, Ahmedabad, 1998. 
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three acts must facilitate the objective of 
each other. The implementing authorities 
and institutions for all the three acts are 
different and they arc not implemented 
harmoniously in the interest of justice and 
public at large. Bajaj Committee. 1992. 
and Goswami Committee, 1993. have 
suggested far-reaching changes in these 
laws which are yet to be translated into 
acts. In America and all other developed 
countries, there is one single law known 
as bankruptcy law which covers major 
provisions ol .SICA and company act. 
Therefore the industrial restructuring 
becomes easy and last 
SICA. I9K.S. IS probably the world’s 
most poweilul legislation to aid indu.slrtal 
restructuring IGoG 19931. Unlortunately 
in practice .SICA and its institutions BIFR 
and AAJFR have proved contrary. There¬ 
fore. there is need to strengthen Bim so 
that it can play its assigned and expected 
rotes. BIFR h.is virtually no technical staff 
of its own and depend primarily on the 
assessment by tinancial institutions who 
are already partners on the enterprise and 
may al.so be even responsible tor its 
sickness This gap can be filled by Bureau 
of Industrial Cost and Prices (BICP). Gol, 
vaiious management institutes and 
universities on case to ca.se basis .so that 
BIFR Itself need not expand its present 
.staff tor lultilting this task. Inlact section 
4(3) ol .SICA states that BIFR members 
should have special knowledge in ami 
professional experience of not less than 
I.*) years in .science, technology, econo¬ 
mics. banking, industry, law. labour 
matters, industrial finance, industrial 
management, industrial reconstruction, 
administration, investment accountancy 
or marketting. However most ol the present 
members of BIFR arc retired or .seconded 
officers from thecivil services (GoG 1993]. 
Therefore BIFR should be strengthened 
by providing this nece.ssary cxperti.se from 
outside. 

BIFR isahighly centralised organisation. 
The olfsluxit of this is a painfully slow 
process ol BIFR. Therefore, this should 
be deccntrali.scd by .setting up state level 
BIFRs on a selective basis. The number 
of references registered with BIFR are the 
highest from Maharashtra, Gujarat, Tamil 
Nadu. West Bengal and Andhra Pradesh. 
Iherefore there could he 4-.5 state level 
BIFRs at Bombay. Ahmedabad, Madras. 
Calcutta and Hyderabad with extended 
jurisdiction to cover the nearby states. 

The delays in dealing with the problem 
of industrial sickness can be reduced by 
(i) making cut off dales on SICA 
mandatory, (ii) converting BIFR into 
liquidation court so as to avoid going to 


high court; (iii) abolition of AAIFR due 
to its redundancy; and (iv) by making 
BIFR a forum for decision-making. 

The prc.sent framework does not ensure 
the payment of hard earned statuatoiy 
dues of the workers. National Renewal 
Fund established in India in 1992 was 
supposed to provide a safety net to the 
affected workers both in public, private 
and unorganised sectors. Unfortunately, it 
failed in its missions. Some states have 
created state renewal funds which arc also 
being used for the Voluntary Retirement 
Scheme (VRS) for tlie state level public 
enterprises only. To provide for future 
failures of the industrial units which might 
tail to pay statutory dues to the workers 
It is necessary to have a sc he me of insurance 
tor guarantee of payments of wages and 
other dues to the employees of the closed 
units. This fund should be created in every 
state where all the four de facto partners 
of the healthy units will contribute towards 
It. Tins fund will be purely utilised tor 
payment of the statualory dues of the 
workers in ca.se of failure of an industrial 


unit so that workers do not have to wait 
for completion of (he liquidation process 
and realisation from the sale of a unit. 

In the present framework the assets of 
the unit cannot be sold because of the 
Urban Land Ceiling Act. 1976. The best 
option will be to scrap the Urban Land 
Ceiling Act so that whenever an industrial 
unit is in difficulty it can use the resources 
from the sale of its assets for the re¬ 
structuring of the unit. However, till (his 
is achieved as soon as a unit is found to 
be unviable and BIFR recommends 
winding up of the same, state government 
can withdraw the exemption given to these 
units for industrial purposes. »With the 
withdraw! of this assumption from the 
Urban Land Ceiling Act. the land will 
become .surplus and it wi!’ 'c^t in the 
government. This surplus land which is 
identified for industnal purposes, can be 
redeveloped and u.sed for new economic 
viable activities. 

To redevelop this land a private public 
people participatory trust (PPPFD of the 
main stakeholders can be created which 


Tabie S Arfa df thf (.and of TrxTiLE Mills iinuer Liouaoation in Aiimloabad 


Name ol Mill 

Name of 

.Survey No 

Area 

Built Area 

Maik 

Area ol 


Village 




Value 

Open 






(Sqin) 

Land 

R.insKlhar Pvt 

Ragliunalh 

105.106.107 

HI 93 



81 93 


kainod 

h n-27.S 

85274 5 


5(KH) 

81 9.3 


Raiput-Hirapur 

H P 70/A,T P-2 

1127 7 

835 52 

3(HH) 

292 18 


Changispur 

FP .12VI 

1836 

1836 





FP .12V.1 

907 

907 

4500 




F P-.'t26/4 

748 

748 




Narol 

S N-272 

7487 


2.5(H) 

7487 


Danyapur K^lpu^ T PI4 

16851 

12065 22 


4785 78 



S N-44/A,B,C 
Tolid 

114315 

16393 


97921 

the CiiinmcFcial 

Danyapur Kaapur S N-d 1,2.1 





A bad Mills Ltd 


F P-2.3 

TP-14 

26721 

26721 

4500 


Rainaknshana 

Shahcrakotda 

TP-16 

36142 

15874 

2500 

20268 

Mills Ltd 


F P-20.3.211,231 




Arun Mill 

Asarwa 

F P-30.26 

TP 12 

F P-174.26 
TP-12 

156738 

57862 

3500 

98876 

Vi|ay Mill 

Asarwa 

TP-I2,F P-46 

109642 5 





TP-I2.FP-44 

33261 






TP-l2,F.P-.56 

4715 75 

33261 

Mm 

21129 



T P-.30.F P-32 

4148 






Total 

151768 2 

33261 

118.507 22 

Nul.in Mill Lid 

Asarwa 

TP-I2.F P-210 

7560.3 






TP-I2.F P-197 

11.58 

36084.04 

4(HK) 

.39518 



TP-12.F P-199 

29114 

546 

4(M)0 

612 



T.P-I2,F P-202 

9672 






T.P-I2F P-20.3 

11351 






Total 

126898 

36630 


401.30.96 

Aryoday 

Aisorwa 

T.P-30,F.P-2.3t 

1568 




Spg and Wvg Co Ltd 

T.P-3.F.P-IOO 

10.45 






TP-I6.F.P- 
10.4.6.11 

61873 


.3400 




Total 

63457.45 

30903.87 


.30919.17 

iContd) 


« 
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vnii ptananaimpfemeiu itnedevelOfmient 
Th» was the concept mooted by tlw Abid 
Hussain Committee, 1990 which they call 
textile restniclunng assets trust (TliAT) 
A similar concept was floated by Ahmeda- 
bad project in 1992 which was called 
Ahmcdabad Local Economy Rejuvenation 
Trust (ALERT) Unfortunately, govern¬ 
ment of India did not opt for it even alter 
accepting it in pnnciple which would have 
set a new trend in the country to deal with 
the problems arising out of industnal 
sickness 

These trusts would have been very 
effective after the relaxation ot location 
barriers provided in the industrial policy 
lesolution ol July 24. 1991 This policy 
provides a flexible location policy in 
respect ol cities with population greater 
than one million which require industnal 
regeneration Government ol Guiarat 
lloated a scheme oilenng incentives in 
sales tax to entrepreneurs desirous ol 
investing Rs 4 crore or more in pollution 
tree industries on the landsol closed textile 
mills in Ahmcdabad city or notified 
industrial rones in the Ahmcdabad city 
limits However this did not attract any 
insestment because the land of the closed 
textile mills in Ahmcdabad arc still locked 
This investment will come only when 26 
lakh sq m ol land belonging to sick textile 
mills in Ahmcdabad is released 

We have seen earlier in Table 2 that not 
a single unit has been closed under 
Industnal Disputes Act This is only 
indicative ol the fact that the Industrial 
Disputes Act IS not at all effective in 
protecting the workers and their dues 
Tlieielorc, before granting closure per¬ 
mission the dues ol the worker must be 
cleared Hits must be a statutory require¬ 
ment lor granting permission to close a 
unit This IS necessitated because when 
units are closed illegally workers tend to 
lose their leiminal benefits as well as 
staluory dues 

The present legal and institutional 
framework to deal with the problem of 
industnal sickness in India has been found 
to be inadequate particularly in protecting 
the interests ol the workers which was the 
avowed objecti ve ol these laws Therefore, 
there is need to change them so that it can 
protect the interests of the workers as weil 
as the inteicsts ol the society at large The 
textile crisis in Gujarat makes the 
inadequacies of present framework more 
gianng Thencedistoprovidefordisplaced 
workers and lor the locked assets of sick, 
closed units and units under liquidation 
very specifically, so that the problems of 
workers and locked assets can be dealt 
positively and viably 


rawa 9* Aaaa t* im umv of imme Maas under LiouAiMTiaN w AHumMiAD .•‘i 


Nome of Mill 

Name of 

Survey No 

Area 

Built Area 

Mark 



Village 




Value 

(Sqm) 

Opettj 

Land! 

Palei Mill Ltd 

Rokhtal 

S NO 2VA 

2VB 

24/1 

S4674 

17298 

7000 

r 



24/2 




* 

A|it Mill Lid 

Rakhiat 

t p I0.F P-S-A 
SP-1 

107683 


2S00 

KDdU; 



T P-I0.F P-81-B 






SP-2 





Aryoday Gin and 
Mfg Co Ud 

AsarwB 

FP MO 

47176 19 






HI 

12077 9 






112 

7407 

66684 12 

7S00 

66684 12 



117 

6027 07 






foial 

66684 12 




Ambica Mill Ltd 

Rajpur Hirpur 

TP I6FP W 

210786 


7S00 

210766 

Bharat Sarvodya 

Raipur Hirpur 

TP I6FP- 





Mill Ltd 

Mithapur 

702 707 
TP7PP1 

S74S6 11 

17710 SS 

ISOO 

40I4S S6 

New Gbj Sythelics 

Danyt^nir Kaapur 

FP 71 72 77 

28711 76 


4000 

28711 

Mills Ltd 

Shaherakoida 

TP I4.FP29 31 
SN 172/ 

1 I07 44TPI6 

F P 67 77 

40SS6 27 

20278 


20278 27 



Total 

62S7S9 I2IS7068 


S04t89 

New Raipur Mill Ltd 

Rakhial 

S N 17/A 

17/B 

49217 

2III7 

2S00 

28146 

Arbuda Milt 

Rakhtul 

SN Pt 1 

Pi 2 407 

404/1 

2 74S 

I244SI 

S7906 

2S00 

66S44 79 

(iinex Invcturi 



17449 


4S00 


A bad Jubilee Mill 



67674 


7000 

67674 

Y S Symex Mill 





7000 


Amnt Mill Ltd 

Rakhial 


177027 


7200 


RusiomJahongir 

Danapur Kazipur 

7S2A/I 7SI 7 

64421 

280S0 

2S00 

7677 

V akil Mill 


S8/A 

7S8/B 7S7A/B 
7S7/B 

1 P 14 

FP 140 127 





Prasad Mill 1 Id 

Rakhial 

SN- 

4641S 

2700S 

7000 

27410 



SS/B.4S47/B SI 






48 SO 46 

4827 to 4872 
4884 to 489S 
4901 to 4901 
4911 to S002 
to SOI 1 & S849 
TP 10 




* 

Vivekanand Mill 

Rakhial 

FP 79 

S N 5/A S/I 

SN 7&4 

4641S 

2300S 

7000 

27410 

GSTC Mills 






' 

A bad Cotton Mill No 2 


76101 




Manjusbiee Tex 



8S872 




Monogram Mill 



147074 




New Swedeshi 



9808S 




Sahyog Tex 



702S4 




Sarangpur Cot 



128622 




Sliver Cotton Mill 



4S642 




AbhayMiU 



IS748 




A,bad Cotton Mill 1 



71102 




Bhalakia Mill 



S7777 




Manekehowk Mill 



2S76 




Morsden 



S7778 



s 

Taran Mill 



71060 




Sarangpur Mill 



14470 





Soune OfTice of the Urban Land Ceiling, GoG Ahmcdabad, December 1997 
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REVIEWS 


Human Rights: Questions, but No Answers 

Harsh S«thi 

Deveiopinent, Ethnicity and Human Rights in Soutfi Asia by Ross Mallick; 
Sage Publications, Delhi, 1998; pp 375. Rs 425. 


MOST current tracts on human rights 
kKate them.selves within the Amnesty 
Intemational-Asia Watch framework - a 
preoccupation with the UN convention 
on Civil and Political Rights. Without for 
a moment downplaying the impoitance of 
the ‘bourgeois' freedoms and rights to the 
inviolability of the person and his property. 
It must be admitted that unending.stati.stics 
on illegal detention, torture in custody, 
disappearances, absence of 'a rule of law’ 
(particularly procedural) and encounter 
deaths tell us little about the societies in 
question, except that they do not match 
up to the ‘standards’ .set up by the wc.si. 

Of late, however, we have moved into 
a new trajectory of rights discourse, 
influenced essentially by the socialist 
cxpenence- economic, social and cultural 
rights. Be these anrund rights to develop¬ 
ment, or life and livelihood - what we in 
India recognise as flowing from the Direc¬ 
tive Principles ol State Policy - these 
rights foreground the context within which 
we can interrogate development policy 
and practice. Expectedly, there are fierce 
debates around these formulations; the 
UN conventions on the rights of women, 
children, minorities, and indigenous 
peoples or on policies governing housing 
and shelter or employment provide ade¬ 
quate testimony to the contentions charac¬ 
ter of these rights. Many today would 
argue that there is no .such thing as a ‘right 
to development’. 

What is increasingly evident is that 
notwithstanding dozens ot UNconventions 
there is no unanimity about the under¬ 
standing of human rights as universal, or 
‘all human rights for all'. Particularly since 
human rightsemerged on the international 
arena as a bargaining chip in international 
exchange and became a fit matter for the 
imposition of conditionalities -^.spokes- 
persons, particularly from the developing 
world, have argued for a cultural and 
contextual specificity to the understanding 
and articulation of rights. Baldly staled, 
the argument is that we are unique 
(exceptional): that we can be judged by 
no standards other than our own. 

This, of course begs the question as to 
who sets the standards, and whoisentitled 


to judge. A relativist view, currently 
fashionable, does not necessarily imply a 
nuanced understanding; it may well reflect 
shifting standards in which case the state 
has a ready-made ex-ante justification for 
every lapse. 

Ross Mallick, who has earlier publi.shed 
with both CUP and OUP on Bengal under 
the Left Front, is an angry man. While he 
does try to contextualise the “seemingly 
intractable problems of uneven develop¬ 
ment, ethnic conflict and human rights 
violations’’ that mark south Asian societies, 
his judgment is unambiguous: “Human 
rights are routinely violated, even in 
institutionalised democracies like India. 
Maintaining a .semblance of democracy 
while preserving the integrity ol the country 
IS proving an increasingly difficult goal 
to achieve’’. 

While the title highlights south Asia, the 
primary focus of the book remains India. 
Ibc chapters on our neighbours, however, 
do make for interesting reading. When 
discussing Sri Lanka, other than the by 
now familiar narrative ol how the Tamils 
weresystematically discriminated against, 
linally pushing a section ol them intoopen 
lebcllion, Mallick documents the role of 
foreign aid in contributing to ethnic 
conflict. Rarely do development experts 
understand the demographic consequences 
of large irrigation projects like the 
Mahaweli and how immigration can be 
used to alter ethnic composition. Worse, 
and this is a point Mallick returns too 
often, experts b^ome party to first creating 
a problem and then later helping to hide it. 

This is an issue which should concern 
human rights advocates in India, 
particularly those discussing the situation 
in the country’s north-east. The complex 
mosaic of ethniciUes, mainly indigenous 
people, have to confront a process of 
inexorable in-migration-both from within 
India as also from the neighbours. In a 
region marked by a fragile ecology, a 
substantial presence of outsiders makes 
for a volatile brew. Our many little in¬ 
surgencies - ULFA, Bodos, Chakmas, 
Nagas, the TUJS - can be traced to the 
relative inability, of both slate and society, 
to ensure thru these communities coexist 


in peace. PossiUy thismightdemand some 
curbs on free mobility of labour. It is 
unfortunate that any move in that direction 
is immediately given an anti-minority 
colouring by so many of our experts. 

The chapter on Pakistan provides few 
fresh insights, though the essay on Bangla- 
desh, in its foregrounding of the Muslim- 
untouchable co-operation pre-1947, does 
put a crimp in the current hindutva pro¬ 
gramme of incorporating (he dalits into 
the larger Hindu fold. Mallick also argues 
that since Hindu out-migration from East 
Pakistan was essentially upper caste, the 
subsequent Islamisation of the polity led 
to the targeting of the untouchables, 
more so since as a cohesive grouping 
the untouchables could exercise a dis- 
propoitionate influence. More tragic is the 
case of the Chakma tribais, a beleaguered 
minority who are being pushed out of 
Bangladesh without being able to secure 
a safe homeland in India. 

The main brunt of Maltick’s thesis is a 
‘debunking’ of the inflated claims of the 
Left Front in West Bengal. Not only does 
he challenge the conventional under¬ 
standing about the relative .success of land 
reforms in the state, or the working of 
panchayati raj, he accuse.s the intelligentsia, 
both native and foreign, of complete 
unconcern towards the practice of un- 
touchability in Bengal, including within 
the communist panics. As a proof, he 
details, the near complete black-out of the 
Marichjapi massacre. This grisly episode 
involved the erstwhile refugees from 
East Pakistan who had been ’settled in 
Dandakaranya'. When the LF assumed 
power in 1977, the refugees, sensing a 
sympathetic regime in Bengal, staned 
trekking back, hoping to settle in the 
Sunderbans. The government was hostile. 
In the ensuing clash, reportedly 236 men, 
women and children were killed by the 
police. Over 1 ,OOOdieddunngthe blockade. 
Many more, who ran away, perished in 
transit, of .starvation and exhaustion. 

Mallick argues that what is symptomatic 
of Bengal, reportedly a more ‘progressive’ 
state, is even more true of the rest of India. 
Notwithstanding Indian claims about 
affirmative action, the situation of dalits. 
tribais and other ethnic minorities, remains 
dismal. The tragedy is that the academia 
is unable or unwilling to stand witness to 
this systemic denial of human rights, 
suffused as it is with the upper caste 
contempt forthe lo,weroidcrs. For Mallick, 
the situation of dalits in India is worse than 
of the Blacks in apartheid ScHith Africa. 
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Wheiheror not one agrees with Mailick's 
characterisations, and it must be admitted 
that his writing docs smack of overkill, 
the problem remains. How do we explain 
the continued existence of a depressing 
ground level reality that everyone is 
keen to attack and few are prepared to 
defend - be it untouchability. child labour 
or bondage? Is this mere hypocrisy? Or 
is it that our academia has still to evolve 
the concepts and methodology to 
understand (and hopefully change) these 
seemingly inliactable siK'ial arrangements’ 
Ever so often all we encounter are the 
arguments of exccptionalism, of how alien 
values and institutions (including human 
rights) have been imposed in an in¬ 
hospitable soil. 

Mallick has no answers except to paint 
a depressing tuiure Paitly (his is because 


he judges the region spatially (in 
comparison to the modem west) rather 
than temporally. Not to see the ‘progress’ 
of the la.st half century, even if minuscule. 
IS to further dampen the tendencies towards 
correction oranewself-derinition. It needs 
to he understood that human rights, even 
when ctKlified in law or conventions, are 
only a reflection of social arrangements 
and values by which a people are willing 
to be govern!^ or assess themselves. There 
is nothing given about them. Whether the 
impetus will come from the movements 
of the hitherto excluded, or from the 
concerted activities of the modernising 
elites i.s a toss-up. What however is un¬ 
exceptionable IS that relying on inter¬ 
national players (the UN. NGOs) or 
covenants to force new .social arrangements 
is unlikely to work. 


New Paradigm of Development 

Amita Shah 

Sustainable Rural Development by Andicw Shepherd; Macmillan Press, London. 


1998; pp 294. 

PARTICIPATORY, equitable, environ¬ 
mentally sustainable ... these arc .sonu.' ol 
the bu/7 wordsthat have become common¬ 
place in the parlance of rural development, 
especially, among the developing eco¬ 
nomics of the south. Though laudable. 
thc.se ideals are diflicult to comply with 
in a world where the recent history ol 
development is full of aberrations from 
thc.se cherished ideals of (he prtK'esses of 
rural development. Not matched by proven 
results on a soil-sustaining manner, some 
of these new resolutions among the 
developmental practitioners have remained 
merely as 'ideals' or ‘statements of good 
intentions'that could hardly bequestioned. 
As a result, it has led to some kind ot 
cynicism among the distant onlookers who 
have been eagerly waiting for the magic 
of rural development to start working on 
a scale which is large enough to be 
convincing. The cynicism gets further 
aggravated when large number of non¬ 
governmental organisations sprout up to 
conduct PR A trainings, organise .self-help 
groups and develop women's nurseries 
primarily to get them subsidised wage 
income It is really difficult to gauge the 
nature and extent of such development 
and. to ascertain whether this process ot 
development is really different from the 
routine type ot government-sponsored 
programmes. The rca.sons why these new 
resolutions have failed to convince a larger 
audience (other than those who are directly 


involved in designing, implementing and 
advocating the new approaches of rural 
development programmes) is that till now, 
the concepts like participation, equity, 
sustainability, etc, have remained more at 
an ideal or ideological level, devoid of 
rigorous analysis and applicability in an 
otherwise changing (for better or worse) 
rural realities. It is therefore high time that 
these ideals establish their legitimate 
credibility by bringing a new reality of 
development rather than the means 
becoming ends in themselves. Proving the 
credibility is also essential because the 
stale, under (he .structural adjustment 
programme (SAP), is likely to withdraw 
Irom the developmental rolc.s, thus creating 
u larger space for the markets. At this 
)iinc(ure. therefore, developmental thinkers 
and practitioners may have to play a more 
active role in shaping up the proces.sc.s of 
change. The challenge is to convert the 
rhetorics into reality. A pre-condition for 
this IS a critical assessment of the founda¬ 
tions of the new resolutions/approach and 
their applicability into more context- 
specific situations. Maybe, the need is to 
work out a relatively closer interface with 
the markets than before. 

The book. Sustainable Rural Develop¬ 
ment, by Andrew Shepherd is a useful 
contribution into this direction which is 
also very timely. The book offers a critical 
discourse on the new paradigm of develop¬ 
ment, contcxtualisedinthechangingpolicy 


fratnewotk under die SAP. It begins with 
the premise that as far as fvral deveit^ment 
is concerned, this framework is probably 
more conducive than the previous one of 
heavy state interventiem. And, that “there 
is, within the structural adjustment arena, 
scope for positive change and search for 
an alternative approach”. 

Questioning the universalistic theories 
of development that dominated during 
1950-80, the author contends that there is 
a paradigm shift in the theoty and practice 
of rural development, and that such shift 
is already visible in the fields of agriculture, 
project analysis, gender issues and local 
development. But the shilt if still in¬ 
complete and the author has a vi.sion to 
put .some realistic colours in the broad 
sketch of the new paradigm which seeks 
to attain ‘quality growth’ rather than 
‘growth at any cost’. This growth would 
be environment-enhancing, .socially just 
and acceptable, and more pertinently, 
contributing to peace. It would take a 
holistic view of development in the areas 
where the state’s role would be to create 
enabling environment and encouraging 
associations rather-than as the major 
producer, provider and regulator. Ulti¬ 
mately the vision is for a real decentralised 
democratic system with a central emphasis 
on building up common stakes and i nternal 
checks and balances. The author has 
succe.s.sfully pursued thi.s vision by drawing 
upon a laige number of case studies and 
personal experiences during his long 
innings in the field of development. The 
book is a testimony of a good synthesis 
of ideas and experiences, and also clarity 
of presentation besides the rich biblio¬ 
graphy. The author deserves compliments 
for this. 

The analysis runs into 10 chapters 
covering various important aspects of the 
new paradigm like su.stainableagriculture, 
common goods, poverty alleviation, 
participation, organisational change, etc. 

It also covers a critique of the project 
approach in chapter five which is followed 
by a discu.s.sion on the holistic approach 
for rural development. Rellecting on the 
predominance of the project-centred 
developmental activities, it argues that the 
development practitioners should adopt a 
‘mixed scanning’ approach to policy 
analysis which would require greater roles 
in terms of research, evaluation, strategic 
thinking and management. 

Further, the author makes an important 
suggestion that in the new mode of publip 
sector reforms the project authoritiescould 
be commercialism, even privatised, or 
autonomous bodies formed which could 
work under contract to governments. 
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Asserting that the alternatives to the bhie* 
print projects include programmes and 
processes, it is pleaded that NOOs must 
Hnd ways to breaking out of the project 
mode and take advantage of their relative 
flexibility. At present, this does not seem 
to happen, because, in the author’s assess¬ 
ment. NGOs are also stuck in the project 
mode owing to their dependence on 
government or donor agencies. 

The proce.vs, as against the project mode, 
requires a holistic approach to rural 
development focused around people’s 
livelihoods, social development and 
environment. What is at the core of the 
holistic approach is the .soft systems 
methodology (SSM) which calls for a 
process rather than technique-oriented 
approach to solve problems. It also 
recognises that “problems arc endemic in 
human atfairs and cannot be .solved once 
and tor ail’’ However, it is noted that the 
SSM provides a u.seful way of thinking 
about methods in rural development; it 
does not of ter a philo.sophy which is essen¬ 
tial lor adopting a holistic approach. For 
instance, it is argued that “the holistic 
approach would nut be .sncxclusively con¬ 
cerned with economic progress: it people 
iheiaselves were more concerned about, 
say, spiritual development this would be 
quite legitimate’'. 

The new paradigm of rural development 
hinges primarily on the three interrelated 
concepts, vi/, low exteinal-input agri¬ 
culture. common good and empowerment 
ol people’s organisations that .seek 
changes; the central among these is the 
idea ol common good. It is aigued that 
common access/ownership, rather than 
statc-uwneisliip of land, water, lore.st. 
education, health services and above alt, 
genetic material, would be the key to ensure 
sustainable use ol these resources on the 
one hand and creating decentrali.sed local 
organisations on the other. The author 
rejects the idea of the state-controlled co¬ 
operatives and also critiques the new 
institutional economics which is ba.sed on 
material rationality where individual is at 
the centre. Similarly, privatisation is also 
rejected bccau.se it concentrates power and 
excludes people. The centrality of common 
good, therefore, is expected to trigger off 
new processes that are self-balancing, both 
socially as well as environmentally. 

Together, these aspects draw a complete 
picture of an emerging reality of niral 
development where the state, instead of 
controlling, gets into a promotional role 
to support the third sector, i e, the ’oiganiscd 
civil society' which can compete with the 
private sector in trade, service provisiun 
and production. But, this third sector is 


neither the state promoted co-operatives 
nor the state-owned collectives. Perhaps, 
its closest resemblance is with die idea of 
self-governance, maybe, of a Gandhian 
variety where values like freedom, auto¬ 
nomy and dignity matter a lot along with 
material well-being. Also, it emphasises 
decentralised production structure with 
local technology rather than centralised 
production on a mass scale. But, this new 
vision unlike the Gandhian approach, 
perhaps, takes a more dynamic view of the 
ever-expanding vistas of knowledge and 
convergence of the knowledge systems of 
the ea.st and the west. It would have been 
better it the author had made specific 
reierence as well as critique of some ol 
the developmental thinking that has been 
prevalent in some of the more populated 
countnes like India and China and also 
other south-east Asian countries. Never¬ 
theless, what the author offers is a grand 
vision, based on the contemporary trends 
III the field of rural development. The 
specific programmes and processes 
may, however, have to be shaped up in 
tune with the objective conditions ob- 
i.iining in each of the ‘civil societies' that 
arc in the otfing. 

This, however, raises certain questions 
about the foundations on which the vision 
IS built. First and foremost, the vision of 
development, quite appropriately, is 
generic one rather than applying to the 
rural areas alone, and that too. mainly of 
the developing countries in the south. For, 

1 1 development is envisioned as holistic, 
equitable imdcnvironmcntallysu.stainable. 

It ought to be extended to the enure ‘civil 
society' and al.so both in the noilh and the 
.south. One wonders how a grand vision 
ol sustainable rural development for the 
south can be shaped up in isolation of the 
patterns of development taking place in 
the north - a large part of which is non- 
suslainable, non-equitabic and often not 
so democratic in terms of the north-south 
dialogue. Things would have been 
significantly enriched if the analysis in the 
book had b^n presented in the backdrop 
ol a more global, holistic vision of sus¬ 
tainable development. 

The prescription about the ‘retreat of the 
suite’ isanotheraspect which raisesdoubts 
about its generalised applicability across 
countries of the south with varying degrees 
of democratic institutions and processes. 
I'his is so because in many cases the state 
has performed a fairly gorid job and that, 
the need might be to strengthen it further 
ratherthan withdraw. Forinstance, in India, 
tlie state has made significant strides in 
creating some of the social as well as 
physical infrastructure like education and 


transport/oonuminicaHon. And that, if tNt 
state has failed in providing some of dietie 
basic services satisfactorily, that it should 
be made to perform the task properiy radier 
than allowing it u> shed-off the respon¬ 
sibility toothers. Hence, prima/acie, Aere 
is no reason why the state at this suige, 
should necessarily retreat from its historical 
role except for the reason that such an 
arrangement is built into the SAP-design. 
But then, everything with the SAP is not 
necessarily conducive for turai develop¬ 
ment. Moreover, there are evidences that 
some of the harder states like, China, have 
attained the literacy goals much better 
than many of the softer slates including 
that in India. Hence, certainly there t.s a 
case for learning from or adapting some 
of the proven expcrience.s from tlw deve¬ 
loping economies in the south. A blanket 
rejection of all that has been achieved by 
the state may hardly be a guarantee for 
receiving better services through an 
alternative sy.stem. Maybe, in many cases, 
the need is to consolidate the state’s ex¬ 
periences and take major a leap forward 
rather than retreat. In any case, it might 
not be prudent to make a general prescrip¬ 
tion across countries with varying degrees 
of suite’s intervention and control. 

Another case of a blanket rejection of 
the past experiences is that of the green 
revolution (GR). especially in India. It 
should be noted that, if GR had a selective 
and iniquitous spread, it is not a permanent 
reality. Similarly, (he fact that the GR has 
contributed to overall poverty reduction 
has been acknowledged by several eminent 
scholars [Dantwala 1996]. Moreover, 
according to (he latest estimates, the rale 
of growth in foodgrain production between 
1991-92 and 1996-97 has remained at 
least marginally higher than the populmion 
growth [CSO I997J. Al-so, more recent 
analysis confirms that the GR is spreading 
more evenly and that it has helped 
increa.sing labour productivity as well as 
agricultural wage rates [Bhalla and Singh 
I997|. If it could not be spread to some 
of the poorer states like Orissa or Madhya 
Pradesh, it is not entiroly because the 
technology is not applicable to .such areas. 
Rather, it may also be because, the policies 
were not right for diffusion of technology 
through proper adaptation and input- 
extension support system. Evidences do 
suggest that when the support system gets 
developed, these areas may also reap 
benefits of higher productivity [Vaidya- 
nalhan and Desai I995|. This does not 
undermine the fact that the GR technology 
in its present fonp is not environmentally 
sustainable. The need, therefore, is to adapt 
and iitentify the technology which can 
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ensure food tor ail Uf course, the new 
paradigm on sustainable agncuiture does 
provide a right kind ot leads to move into 
this direction But. it does not provide 
realistic assessment as to what extent the 
sustainable agriculture approach may 
ensure adequate livelihood and means of 
survival to the growing population Also 
It does not provide systematic projections 
about the extent to which it will reduce 
toaed out-migration Will that provide 
greater access to income and employment 
opportunities particularly tothemarginal 
farmers and the landless' It not. what 
would be the developmental scenario in 
the secondary and the tertiary sectors' 
What would be the sources ol such 
development ’ I hesc questions probably 
need more detailing betore discarding the 
entile GR package m one shot 
While It may be true that statistics arc 
olten misleading it may also be borne in 
mind that substitute ol bad statistics is 
perhaps giMid statistics' rather than no 
statistics 'Hence thescattcicdexamples 
cited as some ol the good practices ot rural 
development probably would hase been 
more ellcctive had they been supported 
by more compiehcnsive country case 
studies Ol course this is a larger toll 
much beyond the scope ol the present 
analysis fhe succcssol the hook theiclorc 
would he in the tact that it would ignite 
a more lively and intormed debate among 
the development thinkers policy makers 
and pracliiioners in a context/country 
specitiL situation By now many ot the 
developing countries have gained very 
nch expei tenc es ot both sues ess and I ai lure 
The need is to build on these expeiicnces 
rather than trying to write the new .igenda 
on a clean state For instance much ot 
what has happened in the held ol rural 
development in India is not without the 
concern loi equity notwithstanding the 
chequered hisioiy ol land relonns and 
reservation policies lor the backward 
communities, etc Special programmes tor 
small and marginal tanners are examples 
to site in this context Similarly a whole 
host ot policies to promiHc decentralised 
manulactunng sector had originated with 
the primary concern ol generating 
supplementary employment in the rural 
areas Also the state s support to co¬ 
operatives was a big move towards redu 
cing the dependence on the money lenders 
If most ot these actions/pohcies have tailed 
to achieve the desired and/or adequate 
results. It might be mainly due to the 
complex cultuial-political forces that 
prevailed at different points ol time in the 
course ol country’s development The 
need, thcretore. is to alter these forces so 


tliat some of the existing programmes ctm 
be made to yield better results and some 
new programmes could be designed afresh. 
In this context, the author's emphasis on 
(he dynamic ‘third sector’, as an agent of 
change, is quite appropnate However, the 
pre-condition for such a dynamic sector 
to emerge is its financial autonomy How 
to achieve this'' Similarly, some of the 
other dicey i ssue like choice of technology, 
source ot capital, input subsidies vs 
employment doles, changing consumption 
pattern as an inevitable outcome of the 
increased information-communication 
system and finally the politics ot caste, 
have to be resolved more carefully Parti¬ 
cipatory processes, increased access to the 
common good, local knowledge-based 
agricultural research extension, reduction 
ot external intervention, and the softer 
Slate may, hopetully, help resolving some 
ot these issues but perhaps, not all Maybe, 
the developmental cxpeiiences ot the old 
paradigm might have something useful to 
otter in terms of resolving some ol these 
more practical problems which otherwise 
might continue to haunt development under 
the new paradigm No doubt, therefore the 


real test of the new panubgat, as the author 
himself has indicated lies in what it 
achieves in terms of the content rather than 
merely the process This certainly is the 
bottom line 
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The Russian Economic Crisis 

Mkhad Ellman 
Robert Scharrenborg 

Since the end of the 1980s an attempt has been made to implement a liberal revolution in the former 
Soviet Union. One of the first results was the dissolution of the USSR into IS independent states, which 
have pursued a variety of policies. In Ru.ssia, during 1991-98policy initiatives by nominally liberal politicians 
and their international hackers had considerable influence, despite their limited elite and popular support. 
In the short run the liberal revolution in Russia failed in its economic goal of establishing a civilised market 
economy. Instead it created a mutant economic system, which was severely shaken by the crisis of May- 
August 1998 and remains in deep decline. 

What caused this situation? What are the possible consequences of these events? What are the prospects 


for the Russian economy? 

BETWEEN May and August 1988 Russia 
experienced a dramatic financial crisis. 
In a desperate attempt to maintain the 
rouble's rate of exchange, the Central Bank 
of Russia’s refinancing rate (its key short¬ 
term interest rate) was briefly raised to 
150 per cent and the real interest rate 
on Treasury bills and other government 
securities shot up to extremely high levels. 
In addition, prices on the Moscow stock 
market fell sharply. During June (lie 
government borrowed on the international 
financial and capital markets and it also 
requested a large additional loan from 
the International Monetary Fund. Further¬ 
more, It announced a programme of 
expenditure cuts and tax increases. By the 
second week of July a classical financial 
panic had broken out in Moscow. Treasury 
bill yields rose above l(X) per cent, .stock 
prices had plunged to only a third of what 
they had b^n at the beginning of the year, 
and the Central Bank of Russia could 
maintain thcrouble's exchange rate only 
by heavy intervention. In the middle of 
July, after intensive and difficult negotia¬ 
tions - and after Yeltsin personally had 
spoken to the leaders of the G-7 - the IMF 
and Russia reached agreement on a new 
large loan. On August 17, despite the 
agreement with the IMF. the government 
abandoned the exchange rate corridor, 
defaulted on its internal debt and ckclared 
a 90 day moratorium on private foreign 
debts. As a result numerous international 
banks announced large losses, inflation in 
Russia shot up, the Russian banking 
system collapsed, and Russian imports 
fell sharply. What caused this situation? 
What are the possible consequences of 
these events? What are the prospects for 
the Russian economy? 


R|'.ssian Liberals and Russian Reality 

Since the end of the 1980s an attempt 
has been made to implement a liberal 
revolution in the former USSR.' One of 
the first results, which was unintended 
by many whose actions led to it, was 
the dissolution of the USSR into IS inde¬ 
pendent states. The policies pursued 
in the sucA;essor stales varied from liberal 
- in Estonia - to authoritarian - in 
Turkmenistan. In Russia, the liberals came 
to power in the autumn of 1991 and at¬ 
tempted to carry out their programme. The 
resulting process of liberalisation has major 
achievements to its credit (freedom of 
travel, freedom of expression, freedom to 
establish non-state organisations, freedom 
of trade and freedom to e.stablish pnvate 
businesses, the end of state socialism and 
of shortages). Furthermore, this revolu¬ 
tion has been enormously less costly than 
the Bolshevik revolution of 1917-22 which 
cost millions of lives in war, disea.se and 
famine. Nevertheless, it failed to take 
sufficient account of the specific circum¬ 
stances of Russia and therefore failed in 
ils attempt to establish quickly a civilised 
market economy ^ Instead, there has 
emerged a mutant economic system,^ and 
a socio-political system characterised 
by state desertion^ and widespread cor¬ 
ruption, inequality and poverty. Hence 
liberalism has become increasingly un¬ 
popular and voices calling for alternative 
policies have become .steadily louder. Four 
aspects of this mutant economic system 
are particularly important. 

First, the enormous importance of the 
subsistence sector in agriculture. Accord¬ 
ing to official statistics, in 1996 the small 
plots of land of households (this excludes 


- the larger and more market-oriented - 
family farms) produced 90 per cent of all 
potatoes, 77 per cent of vegetables. 52 per 
cent of meat, 45 per cent of milk and 31 
per cent of eggs. Indeed, according to 
Russian official statistics, in 1996 43 per 
cent of all the food consumed by Russian 
hou.sehold$ came from these small plots. 
If this is true, it is remarkable evidence 
of the decreasing importance of the divi¬ 
sion of labour in Russia and the general 
primitivisation-^ of its economy. 

Secondly, the huge and increasing 
importance of barter transactions in 
industry. Barter has been steadily increas¬ 
ing in importance since 1992, and 
March 1998 was officially estimated to 
have reached 50 per cent of induArial 
sales. This growth of barter, which is of 
course the opposite of the development of 
a monetised market economy, has been 
much discussed.^ Whether it is a result of 
criminali.sation, tax cva.sion, a failed 
privati.sation policy, a survival strategy for 
insolvent and loss-making firms, or con¬ 
tagion, or some combination of these 
factors, its continued growth is a clear sign 
that Russian industry is not making ^ 
traasition to a modem market economy. 

Thirdly, the non-payment of wages (aid 
pensions) on time. It has become entirely 
normal for Russian employers not to pay 
their workers for months on end. A par¬ 
ticularly bad payer is the state, whose 
employees, such as teachers, doctors, 
policemen and army officers often expe- 
rience long delays in wage payment. Non¬ 
payment of factors of production utilised 
is, of course, a violation of one of the basic 
rules of a normal market economy. 

Fourthly, the criminalisation of the 
economy. A very high proportion of firms 
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are forced to pay protection money to 
their knsha (literally ‘roof but actually 
■protector'). The prcdatioas of gangsters 
and corrupt ofiicials are a serious barrier 
to the growth of small bu.sine.ss (big firms 
have their own private armie.s - known as 
•.security services’). The failure of small 
busine.s.s to expand - entirely understand- 
able in the ciaum.stance.s - is a major 
contra.st with the .situation in Poland and 
an important reason why the depression 
has not yet come to an end. In the two and 
a halt years 199.5 to mid-1997, the number 
of people woiicing in officially registered 
small enterprises fell by 4X per cent.^ 
Murdering one's rival is a well-known 
form of 'competition' and, in the absence 
of an effective legal system, debt collec¬ 
tion relies heavily on ‘Judge Kala.shnikov'. 

A decisive blow to the liberal dreams 
was given by the August 1998 financial 
crisis, the immediate cause ol which was 
the inability ot the state to service its debts. 

DlFH'U l-INANaNO AND IMP Pl'BI IC DFBT 

Prior to August 199K, Russia had a large 
and growing public debt. External public 
debt was estimated at about $ 120 billion, 
and the internal public debt at around $ 60 
to $ 80 billion. 

I'he external debt was mainly inherited 
from the USSR. According to the resched¬ 
uling agreements, in the years 1996-98 
about .S 9.5 to $ M billion should have 
been paid in interest and capital repay¬ 
ments, ri.sing to $ 16 to $ 17 billion 
beginning in 1999 and $ 20 billion begin¬ 
ning in 2002. assuming no further loans 
after 1996. Since Russia has already 
borrowed more abroad, external debt 
servicing obligations from 2002 are likely 
to be in the $ 25 to $ 30 billion range.** 
Strict adherence to these obligations by 
a country where many government em¬ 
ployees and state suppliers arc regularly 
paid months late - if at ail - would only 
have been possible if prices on the world 
energy market had risen sharply (Russia 
is heavily dependent for foreign exchange 
and budget revenue on energy exports) or 
if then? had been a large and continuous 
inflow of toreign capital. In 1997 Russia 
did benefit from a large inflow of foreign 
capital in .search of high interest rates and 
capital gains on equities in Russia’s 
'emerging market'. This increa.sed the 
foreign exchange rc.serves of the Central 
Bank, allowing the rouble’s exchange rate 
to stay within its officially determined 
corridor and enabling the state to finance 
part of its budget deficit with foreign 
capital. Toward the end of 1997, the Asian 
financial crisis, declining world energy 
prices and Russia’s financial problems 


cast doubt on the Russian market and this 
.source of financing dried up. 

The growth of the internal public debt 
derives from a 1994 decision by Boris 
Fedorov, then minister of finance, to stop 
financing the budget deficit with loans 
from the Central Bank and instead issue 
government securities. The first Russian 
governments, headed by EgorGaidar( 1992) 
and Viktor Chernomyrdin (1992-98), 
had bridged the budget deficit with 
funds borrowed from the Central Bank 
- essentially by printing money as needed. 
Although everyone involved understood 
that this was inflationary, there was 
simply no alternative. Internal financial 
markets scarcely existed, the banks were 
tiKi weak to lend to the government on a 
large scale, and reliance on foreign loans 
was difficult because of the bankruptcy of 
the USSR. It was clear that budget deficits 
would persist, partly because the tax system 
was unsuitable for the new conditions. 
There still is no modem tax system despite 
seven years of discussion about it. The 
federal government's complicated finan¬ 
cial relations with the 89 components of 
tlie federation have afso contributed to 
Russia's financial difficulties. Much of 
the fiscal burden is supposed to fall on 
firms, but these use all the available 
possibilities to avoid or evade paying taxes. 

The IMF and western advisers endorsed 
Fedorov’s method of financing the budget 
deficit. During 1995 the market for Rus- 
sianTFcasurybiils(GKO)andbonds(OFZ) 
began to grow. This enabled the Central 
Bank of Russia to pursue a tighter mon¬ 
etary policy. As a result, the rate of in¬ 
flation declined and the rouble exchange 
r.ite .stabilised. Moreover, as a consequence 


of shrinking inflaticm, the nominal rate of 
interest on government securities also 
declined, which helped national rinances. 
The nominal rate of interest fell from 95 
per cent in September 1996 to about 20 
per cent in the summer of 1997. 

This ‘civilised’ method of financing the 
budget deficit nevertheless had some 
negative consequences. First, the maturity 
profile of the government securities issued 
varied between very short and extremely 
short, usually between one and six montlu. 
Given Russia's changing and very uncer¬ 
tain economic and political conditions, 
market operators strongly preferred very 
short time horizons. Thus, it waif continu¬ 
ally necessary to i.ssue new securities to 
repay maturing ones. In 1998, for ex¬ 
ample, the government would have needed 
to find 379 billion roubles (about $ 60 
billion at the pre-August rate of exchange) 
to redeem maturing securities. Secondly, 
the real rate of interest increased sharply, 
while the economy was still stagnating. 
At the beginning of July, the average yield 
on GKOs exceeded 94 per cent, even 
though inflation in the previous 12 months 
was only 6.5 per cent and part of the 
planned sale of GKOs had to be cancelli^ 
because of insufficient buyer intere.st. The 
government was being .squeezed from two 
sides - extremely high interest rates and 
the inability to sell enough GKOs to 
balance its cash flow. The ratio of public 
debt to GDP. which during the early years 
of the transformation fell sharply as a 
result of high inflation and the real appre¬ 
ciation of the rouble, began to rise again 
(as it had done in the catastmphic peres¬ 
troika period). In the period from 1993 to 
1997 the internal debt/GDP ratio more 
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199.3 

1994 

1995 

1996 

1997 


At fordmn to the methodoloK) of the 
Ministry of Finance'' 


Income 

13 2 

14.1 

139 

12 5 

12.1 

Expenditure 

20.1 

24.0 

169 

1.5.8 

15.3 

IVficit 

6.9 

9.9 

3.0 

3 3 

32 

Atcoidinft to the methodology of the IMf 
Income 

13.0 

119 

12.0 

12 8 

10.9 

Expenditure 

28.6 

22 5 

17.4 

20.5 

17.4 

I^flCIt 

1.5.6 

10.6 

5.3 

7.8 

6.5*' 


Fote.'t Publiu sector finances consist of the federal budget, the territorial budgets and the non¬ 
budget funds (c g, the pension fund) 

(a) This IS based on cash accounting. This means, for example, that interest in the form of 
discount (the difference between the nominal and maturity value of treasury bills or other 
securities) is not considered an expenditure. Neither are unpaid bills. In comparison with 
iniemaiionally accepted accounting norms, this gives loo favourable a picture. 

(b) According to the July 1.3 (1998) IMP siaiemem on the new Russian loan, the 1997 federal 
budget deficit was 6.8 per cent, not 6.5. 

(c) In 1997 there was a deflcii on the territorial budgets (1.2 per cent) and a small surplus 
on the non-budget funds (0.2 per cent). As a result the consolidated puhlic sector tteficit 
(IMP methodology) was 7.5 per cent of the GDP (or 7.8 per cent using the July 13 IMF 
statement). 

Source: Voproty ekoiiomiki. 1998. no 3, p 141. 
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than doubled (aMiough h was still low 1^ 
international standards) and the external 
debt ratio rase by 36 per cent. Thirdly, the 
fact that it was possible to finance the 
budget deficit reduced the pressure on the 
government to reduce it. 

Table I demonstrates that the income, 
expenditures and deficit of the federal 
government have ail been falling, but that 
the deficit (using IMF methodology) has 
remained high as a percentage of the 
GDP. In 1997 only 63 per cent of federal 
expenditures were covered by current 
income. 

As a result, prior to the August crisis, 
the Russian government had to sell secu¬ 
rities every week to finance its current 
deficit and redeem maturing securities. 
Unfortunately, the.se transactions occured 
in a financial-economic environment 
mariced by economic stagnation and ex¬ 
tremely high real rates of interest. Accord¬ 
ing to one estimate, in 1997 interest 
payments compri.sed about 28 per cent of 
federal expenditures. According to Prime 
Minister Kirienko, in the first five months 
of 1998 interest payments compn.sed 34 
per cent of all federal expenditures. Un¬ 
able to find the money to pay for essential 
public services, Ru.ssia had to use one- 
thud of its expenditures to provide its 
creditors with Ponzi-type rates of return. 

Thi- Govi rnment and the Banks 

How did the goveinment fall into this 
trap? An important part of the explanation 
concerns the close relations between the 
government, the private banks and the 
newbusincsselitetthe.so-calledoligarchs). 
Arrangements where banks managed the 
cash flows of government agencies created 
a windfall for banks. They pocketed the 
interest earned by redepositing this 
money in the money market or using it 
to buy Treasury bills. Although such 
schemes were' supposedly ended, other 
cosy arrangements favouring the banks 
carried on. For example, .state guarantees 
for bank loans to businc.sses replaced the 
old system of direct state loans or subsi¬ 
dies for firms. The high interest rates paid 
on the GKO and OFZ market were par¬ 
ticularly advantageous for the banks, who 
were the main holders of these securities. 
From an economic point of view, the high 
interest rates could be considered a politi¬ 
cally acceptable way of recapitalising the 
banks, whose balance sheets were often 
wcak.^ From a political point of view they 
were amethodfo ’refund’ the banks' bribes 
<ind campaign contributions. Barring non¬ 
residents from the lucrative GKO market, 
although competition would have brought 
down interest rates, served as a protection- 


iitt policy to help the Russian banks. The 
banks also benefited from favourable 
purchase prices for privatised firms. 

Leading individuals in the banking world 
showed, at the decisive moments, that 
tliey were perfectly conscious of the value 
(for them) of having their friends in power. 
In the 1996 presidential election, when 
Yeltsin’s chances for re-election seemed 
hopeless, the financial tycoons came to his 
assistance. They provided massive fund¬ 
ing and extensive media support. The 
symbiosis of private business and the 
government created the possibility of large- 
scale rent seeking, at the expen.se of sound 
public finances. 

In May-June 1998, while the economic 
crisis was raging, the leading figures in 
the business world met once with the 
president and twice with the prime min¬ 
ister to discuss solutions. The idea was put 
forward to establish an economic advisory 
council consisting of the top figures from 
the business world and government, to 
give the government good economic 
advice. This made about as much sense 
as a government creating an advisory 
council on addiction, consisting of the 
prime minister and the heads of the biggest 
tobacco and alcohol firms and the biggest 
drug.s dealers. It is not surprising that 
Boris Nemtsov, then first deputy pnme 
minister, was critical of the role of the 
oligarchs and sceptical about the merits 
nl such a council. He expected that the 
advice of such a council would have 
reflected the interests of part of the busi¬ 
ness elite rather than the real needs of the 
population or (he national economy. 

Wage Delays, Corruption and 
Missing Money 

Ibe delays in payment ol wages and 
pensions constitute one striking - and for 
tlte people affected extremely irritating - 
phenomenon of the Russian economy. This 
problem is caused in part by government 
delays in tran.sferring funds to meet the 
wage bill in sectors such as education and 
medical care. But even when the central 
government makes the payments, they arc 
frequently intercepted at the local level 
and used to earn interest. Control over 
public expenditures is poor, and much 
public money, both revenue and expen¬ 
diture. is stolen. Corruption is rampant. 
According to the 1998 Corruption Percep¬ 
tions Index of Transparency International, 
when corruption perceptions of interna¬ 
tionally operating firms are measured on 
a scale 10 (no corruption) to 0 (complete 
corruption), Russia scored only 2.4. a long 
way behind Poland (4.6), and even behind 
C!hina (3.S) or India (2.9). Russia did 


manage to acote better than IndoneshT' 
(2.0) and Nigeria (1.9) but wfiether even 
this modest achievemem will persist iiy , 
1999 remains to be seen. 

Dramatic examples of thetheftof pidilic 
money have recently been given by 
Veniamin Sokolov, director of the Cham¬ 
ber of Accounts of the Russian Federa¬ 
tion, the official body concerned with 
checking public expenditures.**’A $ 15Q 
million loan to support an export order 
for the Moscow Aviation I^oduction 
Combine - which in fact was unnecessary 
because the deal was already done and the 
fighters were ready for dispatch - never 
reached the firm. Of the bills for the 
rebuilding of Chechnya after the bloody 
and destructive war, proper documenta¬ 
tion could be found for only two-thirds, 
and only a small proportion actually ar¬ 
rived in Chechnya. The World Bank 
provided $ 30 million for the victims of 
financial fraud, but not a single casualty 
ever received any compeasation.** 

Even when private firms are guilty of 
not paying workers on time, the govern¬ 
ment is often partly responsible. Because 
it pays its bills late, acute cash flow prob¬ 
lems arise for its suppliers. A large part 
of the notorious problem of inter-enter¬ 
prise unpaid bills derives from govern¬ 
ment delays in meeting its commitments. 
Throughout 1998 there were frequent 
images on television and articles in the 
press about protests by particular groups 
of workers (c g, coal miners, teachers, 
scienti.sts). Such actioas typically had a 
negligible effect, becau.se the trade unions 
are very weak. Effective actions, such as 
blocking the main railway lines, usually 
end after government figures promise to 
pay theoverdue wages. Yet these areempty 
promises, as the government really has no 
money to pay its bills. 

Is There a State in Ros-sia Today? 

Against a background of lax tax collec¬ 
tion, corrupt networks, and .stolen public 
money is a more general problem. The ■ 
collap.se of the USSR and the creation of . 
an independent Rus.sia did not spawn an 
efficient state apparatus.'^ Russia today 
lacks a state that can reasonably be seen 
as the defender of the public interest. It 
has officials, who temporarily hold par¬ 
ticular positions, but they see their offices 
largely as theirprivatefiefdom from whidi 
they may temporarily enrich themselves. 
Appointments are frequently made for 
political or financial reasons and have 
nothing to do with technical or adminis¬ 
trative qualifications. 

The legitimacy of the government is -• 
also undermined by the lack of democratic ; 
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control over its activities. The periodic 
trials of strength with the Duma are largely 
of a ritual character and are frequently 
settled by favours to individual Duma 
tnembens. paid for out of the public purse. 
(According to Moscow rumours, 
Zhirinovsky has become rich by repeat¬ 
edly .selling his votes to the government.) 
'Political debate' often consists of .scan¬ 
dals and accusations. This partly results 
from the fact that the big business groups 
own many newspapers and television 
.stations, using them to blacken their 
business and political rivals. 

t'oM.si-ooi M1 s oi riiF Crisis 

The consequences of the crisis have 
been 

(a) a revival of inflation, 

(b) the collapse of the banking system, 

(c) a sharp tall in imports, and 

(d) a further sharp decline in output 

Prior to the August 17 events, one of 

the few achievements of the Ru.ssian 
government and its IMF advisors was a 
victory ovei innation. Inllation, which in 
1992 reached about 2.500 percent, by July 
1998 had fallen to about 6 per cent pa. 
This had been achieved by a classical 
heterodox stabilisation programme, with 
tight monetary policy, a declining budget 
deficit financed by issuing .securities rather 
than money, and an exchange rate corridor 
with a slow and gradual nominal depre¬ 
ciation of the currency to provirle a nomi¬ 
nal anchor (incomes policy was unneces¬ 
sary since far from demanding wage in¬ 
creases millions of Russian workers put 
up with lengthy delays in the payment of 
their meagre wages). The abandonment of 
the corriibr meant an immediate end to 
this victory, since it led to a sharp increase 
in rouble import prices. Some data on 
inflation arc .set out in Table 2. 

The sharp acceleration in inflation 
immediately led to a sharp fall in real 
wages (since wages even when they are 
paid arc certainly not indexed) and an 
increase in poverty. According to official 
statistics, in October 1998 real disposable 
income of the population was 27 per cunt 
less than it had been a year earlier and 28.6 
per cent of the population had an income 
below the poverty level.” 

The collapse of the hanking system 
resulted from the default on one of its 
major assets - GKOs and OFZs - and the 
depreciation of the currency combined 
with the mi.smatching of its domestic and 
foreign currency assets and liabilities. For 
banks to have suKstantiai holdings of 
domestic government debt is entirely 
normal and in most countries a very safe in- 
'■estment (but not in Russia with its mutant 


economic system). Prior to August 17, 
howevo-, Russian banks also had sub¬ 
stantial debts in dollars and in addition 
substantial long rouble positions on the 
foreign exchange forward market. The.se 
(actual and potential) dollar liabilities were 
not matched by equivalent dollar assets, 
so that the sharp depreciation of the rouble 
automatically led to huge losses for many 
of them (this is analogous to what hap¬ 
pened in Indonesia when the currency 
there fell). It was to protect the banks from 
their foreign creditors and to provide them 
time to sort out their affairs, that the 90- 
day moratorium on private foreign debts 
was introduced. The insolvency of many 
of the banks led to the breakdown of the 
payments transmission system, which had 
a very adverse effect on the level of 
economic activity. Furthermore, the col¬ 
lapse of the hania led to large losses for 
many firms and individuals who suddenly 
lost the money they had foolishly en- 
tiustcd to the ‘.safety’ of a bank deposit. 
Russia was vulnerable to such shocks 
because it had a structurally weak finan¬ 
cial system, marked by theft of public 
money, a deep-rooted lack of public 
confidence in the government, a chronic 
budget deficit, high interest rates, coital 
fiight,” widespread use of dollars,'•“'and 
a fragile banking system. 

The decline in the exchange rate and the 
collapse of the banking sy.stem, immedi¬ 
ately led to a sharp fall in imports. This 
was because imports suddenly became 
much more expensive and it became much 
more difficult for importers to pay for 
them. As a result, the availability of 
consumer goods (many of which had 
previously been imported) suddenly de¬ 
teriorated sharply. Many goods which well- 
off Russians had become accustomed to 
in the post-Soviet years, and whose avail¬ 
ability was one of the main achievements 
ol the liberals, suddenly disappeared. The 
newly emerged post-Soviet middle class 
was .severely hit by this. By October 1998, 
otficially regi.stcred goods imports were 
only 48 per cent of what they had been 
a year earlier. 

The collapse of the banking system and 
of imports, and the sudden impoverish¬ 
ment of the population resulting from the 
spurt in inflation, naturally had very 
negative effects on the level of output. 
Ru.ssia was already the victim of a depres¬ 
sion unparalleled in peacetime, and the 
further decline in ou^ut was very wor¬ 
rying. According to the 1998 Transition 
Report, Russian real GDP fell more than 
40 per cent in 1989-1997, and is likely to 
fall by a further S per cent in 1998. The 
LMF has forecast yet another fall, of about 


8 per cent, in 1999. There are no rigns of 
recoveiy in sight. In its December 1998 
budget projections, the government esti¬ 
mated l999GDPat4triiIionroubles(about 
$ 2(X} bn at current exchange rates). This 
is only about two-thirds of the GDP of the 
Netherlands, a country with only about 11 
per cent of the population of Russia and 
also heavily devastated during second 
world war. In 1989-97 formal sector em¬ 
ployment in Russiadeclined 13.S percent, 
and further declines in 1998 and 1999 
seem likely. Unemployment (as estimated 
by Goskomstat using the ILO definition) 
had reached 11.5 per cent by the second 
quarter of 1998, and its further increase 
during the second half of 1998 and 1999 
seems very likely. 

Perhaps not surprisingly in view of the 
enormous, and very negative, economic 
consequences of the August 17 measures, 
within a few days the Kirienko govern¬ 
ment, which had been confirmed by the 
Duma in April, was removed from office. 
Possibly guided by the advice of leading 
bankers, Yeltsin concluded that the sever¬ 
ity of the situation was caused at lea.st 
partly by the mishandling of the crisis by 
the young prime minister and announced 
his dismissal.'^ He intended to replace 
him by his predecessor, ('hemomyrdin, 
whom he had sacked only five months 
earlier. It seems that politically influential 
businesscircles hoped thataChemomyidin 
government would be more sympathetic 
to banking interests than the ‘young re¬ 
formers' such as Kirienko and Nemtsov. 
This time round, however, the Duma was 
not impressed by the threat of dissolution 
and early elections. The president’s can¬ 
didate was rejected twice, and he with¬ 
drew Chernomyrdin’s candidature. In¬ 
stead, foreign minister Primakov - who 
had first been publicly suggested by 


Tabu 2' Monthly Kates of Incrfasb of the 
Consumer Price Index 

{Per cetn) 


January 

1 5 

February 

0.9 

March 

0.6 

April 

0.4 

May 

0.5 

June 

0.1 

July 

0.2 

August 

3.7* 

September 

.38.4 

October 

4.5 

November 

5.7 

Dwember 

na 


Note: *23rI- 2^ of the month. By August 31. 
the CPI was 15 pef cent above its July 
level. 


Source: Goskomstat.For the fiist half of the year 
Statixtlschexkoe ttborjreme 1998. no 3; 
for the remaining months from Goskom- 
siat’s website (http:/Avww.gks.ni). 
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Yavlinsky <- was nominMeid and won 
massive support in the Duma. The im¬ 
mediate political consequences of the 
economic crisis had been swiftly and 
democratically dealt with. 

The immediate response of the liberals 
to the fall of their government was to fill 
the media with predictions of inevitable 
hyperinflation. A government in which 
Communists (such as Masliukov, the newly 
appointed first deputy prime minister 
responsible for economic policy) played 
a prominent role would inevitably bring 
hyperinflation, it wa.s said. In the three and 
a half months since Primakov’s confirma¬ 
tion by the Duma this prediction has - 
turtunatcly - proved entirely erroneous. 

One very favourable aspect of the 
appointment of Primakov is that it meant 
a major defeat tor the oligarchs. Their 
candidate was Chernomyrdin, the former 
head ol Ga/prom and thoroughly reliable 
from the point of view of the oligarchs 
Hence Primakov's appointment was an 
important victory for Russia's democratic 
forces. Mom generally, the dismal situa¬ 
tion of Russia's banks has weakened the 
oligarchs as a group and eliminated .some 
of them individuatly f nun the Rassian elite. 

WiiAi Ls lo Hh Doni 7 

The Ru.s.sian economi.st Shmelev, has 
argued that in the present circum.stances 
there are no giMid scenarios, and the only 
choice IS between bad, very bad, and cata¬ 
strophic scccnarios.'^ This seems a very 
sensible observation and will be taken fur 
granted in the discussion which follows. 

The government and central bank have 
been working on tour main directions of 
anti-cn.sis economic policy; rescuing the 
banking system, formulating a non-infla- 
tionary budget lor 1999, negotiating with 
Russia's foreign creditors, and obtaining 
tiMKl aid. 

Gerashchenko, once more appointed 
chairman of the central bank alter the 
icsignation of Dubinin, has been energeti¬ 
cally working to resolve the banking crisis. 
.Shortly after taking over, he organised 
mutual clearing of claims between banks 
to clear up the backlog of payments 
arrears. A large number of bank accounts 
ot individuals were transferred from in¬ 
solvent commercial banks lo the state- 
owned savings bank Sberbank which even 
hclore the crisis held the overwhelming 
majority of household bank accounts. A 
new body, the Agency for Restructuring 
of Credit Organisations (ARCO accord¬ 
ing to its English initials) has been set up 
to bankrupt hopclc,ssly insolvent banks 
and to rescue and re.structure more or less 
salvageable ones. Its initial capital is. 


however, small in relation to its tasks, and 
the share of the ministry of finance (SI 
per cent) has been paid in the form of OFZ 
bonds, whose market value is currently 
unknown and is likely to be substantially 
below their par value. 

As far as the budget is concerned, the 
government has formulated and presented 
to the Duma a conservative IMF-friendly 
budget It foresees a primary surplus and 
a deficit, after providing $ 9.S bn for 
meeting debt servicing obligations next 
yearofeS l7.Sbn(thedifrerenccof$8 bn 
is i mplicitly either rescheduted, defaulted, 
or covered by fresh credits), of only 2.5 
per cent of GDP. It has even accepted 
[.after curve economics and proposed 
cutting some tax rates in order to reduce 
evasion and avoidance and hence increase 
lax revenues. The government has pro- 
pn.sed cutting VAT from 20 per cent to 
IS per cent and corporation tax from 35 
per cent to 30 per cent, and also cutting 
income tax and reducing payments to the 
non-budget funds (e g, the pension fund). 
I'hc budget is generally considered as 
excessively optimistic and further resort 
lo the inllation tax is expected. In view 
ot the low degree of (rouble) monetisation 
ot the economy, it will lake .substantial 
inflation to obtain significant resources 
this way. With gro.ss foreign exchange 
reserves (excluding c$ 5 bn of gold) of 
only about 5 7 bn and a very poor credit 
ijling, the ability of the central bank to 
defend the exchange rate is very limited. 
By the end of 1998 the rouble had already 
lost 70 per cent ol its July value against 
the dollar, and further significant depre- 
<. idlion during 1999 is entirely ptrssible. 

As far as the foreign creditors are con¬ 
cerned, the Primakov government has 
leplaced the fait accompli of the default on 
the internal debt announced in Augu.st, by 
u willingness lo negotiate with the foreign 
holders of this debt. Some months have 
been spent haggling with the foreignbanks 
over the precise terms of tiie rescheduling 
of the internal debt. At the same time, 
discussions have been held with the IMF 
about the pos.sibility of drawing a second 
lianche of the loan agreed in July or other 
linancial assistance. Thcncgotiations with 
the foreign creditors arc particularly 
important since in 1999 Russia is due to 
find about $ 17.5 bn to .service its foreign 
debts. The chances of it servicing them 
in full arc, of course, remote. Russia will 
probably service some, reschedule others, 
and default on the remainder. 

The need for food aid resulted from the 
very poor harvest in 1998 (a result of 
weather conditions) combined with the 
impoverishment of a large part of the 
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population and the breakdown of the 
national market as provinces ban the 
‘export’ of food products (i c. to othe 
provinces). It was easy to arrange since 
the suppliers (the US and EU) were anxiour 
to support theirown fanners, reduce stocks, 
and susbstitute aid for the exports krs 
when Rus.sian imports coliap.<ied. 

Economic Rekwm and Russian History 

Russia’s response to the abortive id- 
tempt at rapid liberalisation has been ir 
line with previous Russian responses tc 
attempted reforms. It was yet anothw 
example of the Russian tradition of a wave 
of reforms which has subsuntial achieve¬ 
ments to its credit but also problems and 
which is followed by a wave of counter¬ 
reforms Ryazanov has argued that five 
such waves can be observed in the 19th 
and 20th centuries.’’ If the pattern of 
Russian history -at any rate mils Ryazanov 
interpretation - were to run true to form 
one could expect that we arc now at about 
the end of the fifth wave ot reforms and 
will shortly .see the beginning ot a new 
wave of counier-rcforms. i c, economic 
policies substantially at variance with those 
pursued since the mid-1980s. Already prior 
to August 17 Russian academic journals 
had carried articles assuming that the crisis 
would lead not just to a moratorium on 
the internal public debt but also to a 
reiniroduction of a mobilisation modei.^ 
However, currently the ability of the 
Russian state to pursue different policies 
IS .subsianlially constrained by its own 
admmi.straiive wcaknes!>es. its lack of 
money and heavy debts, and the (poten¬ 
tial) gains from participation in the work) 
economy. 

CONCl I'SION 

Since the end of the l9K0s an attempt 
has been made to implement a liberal 
revolution in the former Soviet Union. 
One of the first results - although un¬ 
intended by many whose actions led to it 
- was the di.s.solution of the USSR into 
15 independent state.s, which have pur¬ 
sued a variety of policies. In Russia, in 
1991-98 policy initiatives by nominally 
liberal politicians and their international 
backers had considerable influence, des¬ 
pite their limited elite and popular sup¬ 
port. In the short-run (he liberal revolution 
in Russia failed in its economic goal of 
establishing a civilised market economy. 
Instead it created a mutant economic 
system, which was severely shaken by the 
cri.sis of May-August 1998 and remains 
in deep decline. The failure of the relorms, 
which many in Russia would like to see 
followed by substantially diflercnt poii- 
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ties totlows wliat some hce as a sustained 
pattern in the history Russia/USSR in 
the past two lenturics rhe iminediaio 
CLonomte prospcits arc bleak 
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^Handloom Weavers’ Co-operatives in Andhra Pradesh 

Kanakalatha Mukund 

B Syamasundari '« 

Hmdloom co-operatives in Andhra Pradesh - traditionaliy the major handloom weaving region of !ndid 
- are in decline. On the basis of r a.te studies of four weavers' co-operative societies and other data the | 
article finds that competition from powerlooms can only partly explain the decline of handlooms, as there ' J 
is a new and growing market for handloom. By far the more serious reason is politicisation of co-operative 
.societies and government and bureaucratic control. 


ANDHRA PRADESH has traditionally 
been one of the major handloom weaving 
regions of India. At prc.sent this activity 
provides full-time employment to 3.67 
lakh persons and part-time employment to 
8 S.U(K) more. During the I98()s there was 
a marked decline in ioomage in the state, 
accompanied by a fall in the output of 
cloth, which is u.sually attributed to the 
failuie of weaver.' co-openttives. This .study 
examines lire validity of this received wisdom 
and also exploies lire reasons tor tlic ptxrr 
fuiK'tiontng ot weavers' co-operative-s. 

This article is divided into five parts - 
the background;' a brict account of four 
selected co-operative siKietie.s/weaving 
centres to give a deeper understanding of 
the way weavers' co-operatives function, 
and the interaction between weavers, co¬ 
operatives and master weavers: an analysis 
of the problems of the co-operatives, both 
of internal management and of the external 
policy regimes; an outline of the functi¬ 
oning and the failure of the apex co¬ 
operative swicty, Andhra Pradesh State 
Handloom Weavers Co-operative Society 
(APCO); conclusion. 

I 

Background 

To economic policy-makers and planners 
in the l9.S()s. the handloom sector offered 
a solution to the problem of generating 
employment, especially rural non- 
agricultural employment, within a macro 
framework of heavy indu.striali.salion 
strategy of development. However, 
handloom weaving was perceived to be 
an activity which suffered from a double 
di.sad vantage - first, the fragmented nature 
of production which left the weaver 
(primary pniducer) at the mercy of the 
middleman: and, second, its inability to 
compete with textile mills because of 
cconomiesof scale and lack of technology. 
Purther. handloom weaving was aLso so:n 
as a traditional indigenous craft which had 
.suffered greatly under colonial rule so 
that to revive the activity also served the 
nationalist agenda. 


Government policy since then has been 
oriented to strengthening the handloom 
sector in the tight of these assumptions. 
1*60 numcnius interventions to promote 
handlooms can basically be classified 
under three categories. 

Organisational: A great deal of emphasis 
is placed on forming and strengthening 
weavers’ co-operatives, with apex bodies 
at the state and central level. This 
organi.sational structure will provide inputs, 
credit and marketing channels and protect 
the weaver from exploitation. 

Modernisation: the emphasis is on 
improving prcxiuctivity through improved 
loomsd'rame kxims and jacquard looms). 
Institutions like Weavers Service Centres 
and Indian Institutes of Handloom 
Technology would impart new skills, 
designs and technology to the weavers. 

Protection/suhsidies- These involve a 
packageof schemes to boost the handloom 
sector and include rc.scrvation of certain 
varieties of cloth for (he handloom sector, 
including subsidi.sed cloth (now known as 
Janata cloth) for di,Mribution to the lower 
income groups; construction of houses 
and worksheds for weavers: subsidies 
through the Marketing Direct A-ssistance 
(MDA) schemes, funded by the state 
government agencies; and, the provision 
of cash credit for working capital to the 
co-operatives by NABARD. 

Of the three strategies of intervention, the 
organisation of weavers' co-operatives 
was the most important. The apex co¬ 
operative society at the state level and the 
primary societies became the institutional 
channel through which all government 
programmes for modemi.sation, subsidies 
and financial assistance reached the 
weaver. 

In Andhra Pradesh, the handloom sector 
exhibits all the traditional characteristics 
associated with handloom weaving. 
Weaving is a household activity, carried 
on by weaver artisans with (he a.s.sisunce 
of famiy labour, producing for a 
armmercial market. It is also largely a 
rural activity. Handloom weaving in the 


state is virtually synonymous with cotton 
fabrics. Cottoit accounts for 79 per cent 
of the yam consumed in the state. About; 
70perccntorthclonmsproducetraditire}al ' 
apparel items - saris, dhotis and lungis 
[NCAERJ. Weavers' wages are generally 
low. This is compounded by the fact that 
in Andhra Pradesh, weaving is the only 
income-earning activity for a weaver 
household, .so that theseeanii ngs represent 
family earnings. 

Handloom weaving in the state experi¬ 
enced a sudden and sharp decline in the 
1980s. This decline can be better 
understood if 'hree variables arc examined. 
The total number of looms in the state 
declined from .S.28,670 to 2,02,730,^ by 
62 percent. At the district level, tire decline 
was most acute in the Tclungana region, 
especially in Karimnagar, Nizainabad - 
and Adilabad dislricts’[Mukundand 
Syamasundari: Table 2.2|. 'Tliis decline in 
ItHrmage was accompanied by a fall in 
cloth (cotton) pnxluction. Peak output was 
achieved in the state in 1986-87, and for 
19 out of 23 di.stric(s, peak output was 
reached in the early to mid-1980s (ibid. 
Tables 2.3 and 2.4|. It should be 
remembered that thc.se data pertain tmly 
to the output of co-operative s(x:ieties, and 
may indicate more specifically a decline 
of handloom co-operatives. 'The decline 
of handloom weaving in general in (he 
Tclangana region, however, seems quite 
pervasive.'* According to the latest (1995) 
census, there are 2,12.471 ItMuns in the 
Slate, which is almost the same as the 
figure in the last census. This would 
indicate that handloom production has 
stabi lised once again in the present decade.-^ 
The third variable is the number of 
functioning co-operative societies in the 
state. In consonance with government 
policy, there was a great increase in the 
number of weavers’ co-operatives in the .. 
state after the 1950s. In 1975-76 there 
were 1,024regi.stered .societies in the .state, 

By 1977-78 this had increa.sed to 1,690. ■ . 
and to 1,932 in 1980-81. By 1982-83 there . i 
were 2,115 co-operatives, an increase of 
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106 per cent in seven years IDirectorate 
of Handlooms and Textiles: SAR]. Since 
many societies were defunct or running 
at great losses, the government of Andhra 
Pradesh decided to reorganise the co¬ 
operative societies and liquidate the loss¬ 
making ones. Others, considored poten¬ 
tially viable (though only marginal at 
that time) were merged. In this process 
668 co-operatives, or roughly one-third 
of tlic total, were liquidated. 622 .societies 
were merged with 323 societies, and only 
502 (le.ss than one- fourth) wen* considered 
independently viable, and retained. In ail, 
thus, there were 82.S societies in the stale. 
The highest pciccniage of co-operatives 
closed down was m Piakasani district 
(83 percent), lollowcd by Nellorc district 
(75.6 pci cent), Karimnagar(73 percent) 
and Gunlui (6‘) pci cent) (Tabic I). 

Clearly, in the rediscovered /eal for co- 
opt'ratives, loo many had been formed 
without any consideration tor their 
viabilily.Table I also shows that tlic decline 
in handliHiins in Tclungana had begun by 
the early 1980s 1'hc only district in this 
region which showed good pertoimance 
was Nalgonila. By 1996. the number of 
regi.stcrcd societies in the stale had come 
down marginally. With the exception ot 
Cuddapah, where there was again a 
noticeable increa.se in numbers, in most 
districts the number ot co opeiative 
societies remained almost the same. It is 
a dillercni question when it comes to the 
numhci ol working societies, and only 
ab<)Ut two-ihiidsol these societies arc said 
to be functioning (Table I). But the reality 
is that in most distiicts only a tew co¬ 
operatives are .iciually lunctioning, so that 
even the scaled down numbers provided 
by the government agencies would seem 
to be gross oveie.stimates. 1'his is often 
stated by the wcaveis and corroborated in 
our field visits It is also acknowledged 
by the government. 

Conventional wisdom has a neat package 
of answers to the que.stion why has 
handlooni weaving hired so pooily in the 
state? The master weavers (in Andhra 
Pradc.sh they are not involved at all in 
production, and their (unction is limited 
only to ti ading) have used their dominant 
position and economic power to take 
control over the co-operative .societies and 
have run them down The earnings of the 
weavers are loo low foi them to subsist 
on. which has lorced many out of the 
activity. Exogenous laclors have also 
contributed to the problem. The market for 
handloom products is very limited and 
extremely price-sensitive and highly 
ela.stic. .so that no increase in wagc.s/priccs 
is really ptissible. The product-mix has 
remained static, which does not cater to 


the changing tastes of the maiket. Shoitages 
and high prices of yam have also created 
a crisis for the weaveis. And, last, the 
handloom sector is not able to withstand 
the competition from the poweriooms. 
I'he.sc factors, in fact, are mutually inter¬ 
active. and indicate the complex interplay 
ol demand and supply side factors as well 
as organisational deficiencies which have 
led to the decline of handloom weaving. 
The objective of this study is to examine 
whether this composite picture of an 
activity in decay is really v^id. If it is not, 
what explains the decline in handloom 
weaving in the slate? More speeifically, 
why have the co-operatives not played the 
role that they were intended to? 

II 

Case Studies 

We present a brief account of four 
handloom co-operative societies in the 
state to illustrate the heterogeneity ol the 
handloom sector. This in fact makes it 
difficult to make generalisations about the 
activity even at the state level, whereas the 
government tries to device policies 
applicable throughout the country. 

The case studies arc based on (i) field 
nips undertaken between June and October 
1997 in 10 districts in the state, which 
covered 19co-opcralivcs/wcaving villages, 
III addition to interviews in Hyderabad 
with weavers from several other districts; 
(II) data supplied by the Directorate of 


Handkmnts and Textiles, Andhra Pradesh 
in their State Administrative Repoits (SAR) 
and Notes; state level data collect^ for 
the census of handlooms in 1995-%. 
(iii) data supplied by APCO. 

POLAVARAM, KRISHNA DISTRICT 

Polavaram (not to be confused with 
Polavaram in West Godavari district) is 
very well-known in the locality for the 
high quality of its products, and is often 
referred to locally as ‘Paris’, as a tribute 
to the style and finish of the cloth woven 
here. The Polavaram co-operative society 
was established in 1944 and has 250 
working looms. The society gi>/cs dyed 
yarn to the weavers. The other preparatory 
processes are done by the weavers 
themselves. Yam and dyes arc purcha.sed 
from NHDC and from private traders. 

This society is known as one of the best 
running co-operative societies in the state, 
and is one of the very lew which declares 
a regular bonus, llie society produces 
cotton saris u.sing only combed yam, which 
gives the saris an unusually smooth silky 
finish. The society has recently installed 
three or lour jacquafd looms on which 
saris with both simple and very elaborate 
designs are woven. The society also 
has a trained weaver for advising them 
on designs. Quality control is enforced quite 
strictly, which is reflected in the products. 

The society has its own .sales depots in 
Polavaram and in Vijayawada, and .sells 
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1 )istn(.l 

1 

Poor to 
Reorganisation 

2 

Retained 

(I98.t) 

.3 

Total 

(1996) 

4 

Working 

Societies 

(1996) 

5 

Snkakulain 

89 

45 

50 

.34 

Virianagaram 

T4 

20 

17 

14 

Vishakhapatnam 

46 

16 

20 

20 

r asi Ciodavan 

98 

58 

S.T 

52 

West Ciodavan 

68 

25 

24 

23 

Krishna 

118 

40 

44 

37 

(lunlur 

171 

5.3 

48 

28 

I'rakasaiii 

164 

28 

30 

16 

Ndlorc 

168 

41 

52 

2.3 

C'hilloor 

67 

.38 

.34 

20 

(iiddapah 

87 

47 

107 

75 

Kurnool 

7T 

23 

41 

21 

Ananiapur 

I.T3 

86 

35 

.30 

Hyderabad) 

Kangarcddy) 

T2 

12 

8 

6 

Mahbuhnagar 

86 

36 

33 

20 

Kariinnagar 

314 

85 

54 

43 

Ni/ainabad 

22 

8 

9 

4 

Adilubad 

22 

10 

10 

2 

Mcdak 

.S5 

24 

16 

16 

Nalgonda 

.54 

4.3 

45 

.33 

Warangal 1 

Khammoin 1 

214 

81 

82 

34 

Andhra Pradesh 

2115 

825 

812 

551 


Stmrre. Col' 2 and .T - Note on the Reorganisation of Weavers Co-operative Societies, 
Appendix 2. Cols 4 and S - Note on Hundlinms and Textiles 1996, Directorate of 
Handlooms and Textiles, Andhra Pradesh 
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mostcrf'iis produtethrotqthtEiiownottttets. 
The annual (umover of the soci^ is about 
Rs77 lakbs-Thtssociety has been selected 
under the Handloom Developmeni Centres 
Scheme. The coastniction of the showroom 
under the scheme was in progress when 
we visited the society. The .society has its 
own dye house. It is also involv^ in the 
local community, and has instituted prizes 
for good students in the local schools. It 
also has schemes to give loans for the 
education ot weavers' children and medical 
expenses. It is thus one of the most 
progressive societies in the state. The 
regular bonus and the.se welfare schemes 
compensate for the somewhat lower 
earnings ol the weavers in the society. 

Under the initiative of the Weavers' 
Service Centre, the .siKiety has installed 
about 10 frame Uxiins in a workshed, where 
the local weavers are given employment. 
I'he trame looms produce hedsheets and 
towels, which hardly seems worthwhile, 
since It IS difficult to compete with 
powcrlooms in .such pnxlucts. The wages 
that the weavers are paid are also very low. 
only Rs 3S per day. Tlic society raltonali.ses 
the frame kxim shed by explaining that 
this enables it to give employment to 
weavers. The real reasons seem to be that 
it is. firstly aquestion ol prestige tocontinuc 
the .scheme, and secondly it is ^|so 
expedient for the .society to have the shed, 
since they arc then in a stronger position 
togel other schemes from the government. 

Inspiteot itsexcellent record, the society 
faces a number of problems. To begin 
with, given its price .structure, it is often 
unable to meet Us production costs. This 
IS becau.se the margin allowed by the 
govemmeni is quite unreali.stic. Weavers 
do work tor master weavers al.so, mainly 
because the scK'iely cannot give them 
consumption loans. 

A further problem, in our view, is that 
this society was .split into three societies 
some years ago. Polavaram itself is no 
more than a village, situated in the middle 
of rmhagricultural land some 20kilomctres 
from the main Vijayawada-Masulipatnam 
road. It is hard to see how this vill^c can 
support three co-operatives, but this 
decision is clearly based on political 
considerations. The Polavaram society 
itself, like many older institutions in 
Krishna district, is a CPI society, while the 
two new societies are under the control 
of the Congress and the BJP. 

Chirala. Prakasam Dtsnticr 

Chirala seems to manifest all the 
contradictions which characterise 
handloom weaving. The r^on has been 
famous for centuries for its fabrics. 


espedidiy for vorietiet expdited to other 
parts of Asia and Africa like the telia 
nimals (ikat fabrics), and the real madras 
handkerchiefs, generally refened to as 
RMHK. Now no weaver in Chirala does 
any ikat work, and even the weaving of 
RMHK has become greatly reduced. More 
recently the region received much attention 
because of reports of .starvation deaths 
among local weavers, widely attributed 
to the shortage and excessive price of 
yam. Weaving in this area, in spite of all 
these adverse events, is still widespread, 
and the local weavers say that there is no 
.shortage of work now. In fact, this region 
has several weavers migrating m from 
Cuddapah, East and West Godavari 
districts to work as job weavers. These 
migrant weavers are employed in work- 
sheds under 'mini' master weavers. They 
generally weave plain and poly-cotton 
varieties of saris. Yet, in spite of the great 
demand for labour, the working conditions 
are quite dismal, and the wages are also 
vciy low. at Rs 2S to 40 per day. This is 
one of the few areas where some 
independent weavers also are found, but 
tliey do not seem to enjoy any advantage 
in terms of higher earnings. 

At present cloth with tested zari woven 
on jacquard looms, with very gaudy 
design.s, is produced in large quantities 
lor export to Africa. The ma.ster weavers 
are able to lend the entire capital co.st ol 
jacquard looms ol Rs 10,000 to the 
weavers. In a co-operative society, the 
weavers have to provide at least half the 
capital investment through their own 
resources. The weavers also find that 
ma.ster weavers are able to keep up with 
what will .sell in the market, while the co¬ 
operative is slow to respond to such 
changes. For these reasons, the weavers 
prefer to work under master weavers. Co- 
operarives have also suffered because of 
the inordinate delay by banks in releasing 
the amounts sanctioned under government 
.schemes. 

The poor state of the co-operatives can 
he seen from the fact that the Venkaieswara 
Co-operative Society in Epurapalem 
(formed in 1988) is able to provide 250 
days of wnk in a year to 100 looms. The 
Vetapalcm Co-operative Society was 
e.stablished in 1936and has a membership 
of 1.000, but there are only SO working 
looms at present The members of this 
society say that the government arbitrarily 
merged two loss-making societies with 
this society in 1984, and that the society 
has not been able to absorb this financtid 
burden. Among the new initiMives by the 
government are cash credit given for 
opening sales depots locally, and training 


for installing fruneloonis, to weaveii)we)i^ 
hedsheets ,etc. 

Yemmiganur, Kurnool District 

Esublished by Machani Somappa in 
1938, the Yemmiganur co-operative 
society is the largest in the country. It now 
has 2,587 members, down from 3,330 in 
1995. The society has 50 sales depots io 
the state and nine in Karnataka. The. 
society also employs about 420 persons 
as office staff. The physical infrastnicture 
of the society is most impressive, widt 
several large worksheds, its own dyeing 
unit, equipment for bleaching and 
mercerising the yam, warping machine 
and even a technical person to help with 
designs. The society is well-known for its 
bedcovers, towels and furnishing mamriate. 
The society has also recently introduced 
Gadwai saris. The annual sales turnover 
of the society is more than Rs 4 crore. 
Since 1990 thesociety has refusedtosu(^ly 
materials to APCO and is selling only 
through its own .sales outlets. 

Surprisingly, in spite of its size and 
reputation, the society pays the lowest 
wages among all the co-operatives. The 
society allows itself a 45 per cent maik- 
upovercosl,of which 20 percent is passed 
on to the coasumer as a discoiint and 25 
per cent is its profit. But the society says 
that its own operating cost comes to 26 
per cent, and that it is making a loss of 
I per cent on its production. Weavers 
dispute the.se claims and point out that in 
recent times the society has restMted to 
large-scale retrenchment, or virtually 
forcing employees, especially women 
employees, to tesign by transferring them 
to .sales depots in distant parts of the state. 
There are, in fact, many cases pending in 
the labour court between the weavers and 
the management of the society. The 
weavers also aigue that the society is buying 
too much land for setting up sales dqiots 
in various places, which means that too 
muchcapit^ is locked up in these ventures. 
There seems to be little doubt that the 
recent change in the office-bearers has led 
to the crisis in the society. 

Because of the vety low wages paid by 
the society, many weavers have shifted to 
wofking for the master weaversof Gadwai. 
This, in fact, has forced the society to 
intfoduce the weaving of Gadwai saris 
under itsownaegjs. The presence of master 
weavers has thus boiefited the weavers, 
since the wages are the highest for Gadwai 
saris. 

ReceiUly.thegovemment hassanctioned 
a Handloom Development Centre in 
Yemmiganur. There has also been an 
elaborate training programme for pro- 
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ducing export varieties of itialenaK, 
especially curtain materials and bed 
spreads using jacquard looms and jamdani 
techniques lo counter the competition 
from masict weavers, the society has set 
up KM) looms lor silk weaving, with the 
help ot cash cicdit advances Irom 
NABARD 

Kos Al A(jl 0AM N SI OOMJA DiSIRK I 

Nalgonda is the only disiiict in the 
Telangana which shows an expansion in 
handloom weavingduiingthe lOMOs This 
IS due lo the great demand in markets all 
over India and in expoit markets tor the 
ikai inatei lal produced here Ikat. oi tie and 
dye, requiies a great deal of skill lor the 
design IS puxluccd during weaving from 
yam which is tied in segments and dyed 
according to a spccitic design 1 his crati 
was brought to Nalgonda by Padmasah 
weavers who migrated Irom C'hiiala about 
a MM) jeais ago and settled down in and 
aioundthe villageol Pochampalli Tiilact 
all the functioning co operatives in 
Nalgonda distiict are clustcied neat 
PiKhampalli and produce ikat labrics 
bisewhere in the district handlooin co 
opciatises aie not functioning at all I he 
increasing populaiii) ot ikat matciialshas 
meant a signilicant divcisitication ot the 
product mix lo include silk and cotton 
sans dress inateiials and fuinishings as 
well as cotioii hedspieads cushion covers 
and table linen 

I he Koyalagudam co opeialive society 
was established in I9S0 There arc 450 
woiking looms unclei the society which 
coveis live weaving villages I he annual 
prcxluclion in l‘)V)5 96 amounted to Rs 
99 9 lakh The products include silk and 
mercerised cotton sans turnishing labi ics 
dress materials and bed covers A quality 
dyeing unit is under consiniction Fhe 
society gets vain and dyes liom NHDC 
to supply to the weavers 

Because ol the great increase in demand 
lor tie and dye maletial many weavers 
migiated from Khaminam, Medak 
Nizamabad and Karwan (Hyderabad) about 
10 years ago to lake up weaving here 
Some learnt the technique ot tie and dye 
work which look them about six yeais 
and are weaving this matenal on their own 
looms Olheis were working as job 
weavers Due to the ban on a/o dyes in 
buropc the demand lor the product has 
come down and about half ot the migrant 
weavers have gone back to their own 
homes Flic production figures supplied 
by the society devs not in fact indicate 
any real decrease The value ot annual 
output wasRs I 01 crore in 1993-94 tell 
to Rs 87 71 lakh in 1994-95 and has again 


gone up to Rs 99 9 lakh in I99S-96. But 
die weavers feel the impact of a decline 
Though the scKi^y is working well, it 
IS able to provide wo^ only tor about onc- 
ihirdot the Icxal weavers who are members 
ot the society The rest work for master 
weavers The weavers clearly prefer to 
work tor the society which is very prompt 
III paying them but even the members 
work tor master weavers since the society 
cannot give them enough orders 

Wl AVI rs’ WaCiI s 

Weaving in the state remains a 
household activity, and its artisanal base 
continues virtually unchanged What has 
changed is that the weaver is no longer 
an independent artisan producer who buys 
his own inputs and sells directly to the 
market Now almost universally the 
weaver works eitlicr lor the co-operative 
society orthe master weaver Most weavers 
belonging toco-operatives, in fact work 
lor both The common practice is that the 
weaver is supplied with yarn and /an 
I'Mially the dyeing warping and siring 
I > the responsibility ot the weaver Designs 
and colouis arc specified and the 
markeiing is done by the co opeiati ves or 
the master weavers In a few isolated 
pockets some independent weavers are 
found but they arc able to function 
independently only because of the support 
they receive through the caste and kinship 
networks in their localities 
One ol the most visible facts about 
weavers cainings is that the wage rates 
aie extremely low (Fable 2) Even in areas 
V here the daily wages are around Rs lOU 
the highest we have come across - this 
IS earned through extremely strenuous 
wotk a working day of 12 to 14 hours 
and invariably lequiring two people Ihe 
average daily earnings tend to be around 
Rs 40 to Rs 50 Fhesc are household 
earnings, and weavers rarely have other 
sources of income They noimally do not 
woik as agricultural labouicrs, or even as 
owner cultivators 


It is not clear why the wagett tfe 40 lo w 
in spite of the sharp decline in the number 
ofweaveiv^One explanation that isoffeied 
for the low wages is that the market for 
handlooro products is limited and 
shrinking Lack ol demand, in other words, 
IS pushing prices down and, consequent ly, 
wages also cannot improve This is not a 
really a convincing explanation For 
example, the demand for Gadwal sans has 
increased to such an extent that this weaving 
technique has been taught to weavers over 
a very large area in order to increase ihe 
production These sans are high value- 
added products catenng to the high income 
bracket Yet all these taclors^ave not 
ensured higher wages, and the wages in 
Gadwal arc low in absolute terms, as well 
as when compared to the weavers' returns 
tor much less specialised tabrics in other 
regions, as in East Godavari district 
At present, wages arc maintained equal 
to input costs This is the pricing lormula 
adopted by the co-operatives in Andhra 
Pradesh and seems to set the general trend 
in the handloom sector as a whole The 
pnee mark-up which the co-operatives ijrc 
allowed by the government is both nuid 
and unrealistic In general the mark-up 
prcsenbed by the state government is 12 
per cent (tor direct sales) An additional 
8 per cent is allowed under central 
government schemes When the co¬ 
operative sells to the apex body APCO 
only 10 percent IS allowed to it Since (he 
co operatives set the trend for the norms 
regarding weavers wages master weavers 
lollow the same pattern and reduce the 
share ot wages in the iiiial price The 
Yemmiganur society, which is (he largest 
society and has its own retail outlets 
throughout the state surpnsingly retains a 
profit margin ot 45 per cent lor itselt 
(wages and inputs .iccount tor 27 5 per 
cent ol the pnee ot cloth) and pays wages 
which arc among the lowest in tNPstate 
Unless co-operati VC soc leties begin to pnee 
their products with a better appreciation 
ot market conditions and give up the soc lal 


Taw I- 2 H<)1'si-hi)i o iaiinini. s oi- weavers per month eor onf uxim 


Place 

Product Description 

Monthly Earnings (Rs) 

Pol ivaram 

Simple son 

1 ISO 


San lacquard weave 

2 660 3 600 

( hirala 

Simple van 

Matenal ordinary | 

750 


Matenal lacquard 

1 300 

) ciiimiganur 

Bedshcci 

750 900 

Ko) dagiidiiii 

Tic and dye work* 

3 000 


Weaving 

1 (KM) 


N //r< * In Ko) akigudjm tic and work is done by Ihe mam weaver while the actual weaving is dime 

by )ob weavers employed by the former 
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vi^lfare anmMch, dwm i)ot M0m 
he mucti hope for an increase in weaveis’ 
wages. 

Ma.ster Weavers 

Wc conclude this .section with a brief 
note on the role ol master weavers. To 
begin with, the large number of ma.ster 
weavers in the handkxim sector and their 
general pmspenty belie the conventional 
thinking that handlooms are a non- 
inarketable commodity. There arc three 
leasuns why there are .so many master 
weavers in most handloom weaving areas 
oi Andhra Pradesh. First, because co¬ 
operatives have failed in many cases. In 
some part this is due to the fact that micstcr 
weavers arc able to have themselves elected 
as presidents of weavers’ co-operatives 
and siphon off the funds received from the 
government under various schemes. But 
many co-operati ves have run into financial 
crises al.so bccau.se weavers have failed to 
supply cloth against yam supplied to them 
by the societies. Second, co-operatives 
atone aiv not able to provide enough work 
to the weavers. Tliird, and perhaps most 
important, master weavers arc willing to 
advance loans to weavers without any ot 
the prcKedurcs the weavers have to lace 
lor getting money thrmigh institutional 
sources Hero, the social network is a very 
important lactor In particular, lire 
immediate neetl of the weaver lor money 
lor consumption needs is met only thmugh 
the master weaver. As an institution, the 
co-opeiaiive has failed to provide this 
support 

Weavers lurn to the ma.stcr weavers lor 
linanciai support even tor capital needs, 
as noted above It may be .said that this 
starts a cycle of indebtedness foi the 
weaver. But this is only one side of the 
picture. The master weaver is able to give 
employment throughout the year to the 
weaver. Further, master weavers point out 
that they are taking all the risks of had 
debts, since they give the loans with no 
security, and based only on their relations 
with the weavers, and the ri.sksin marketing 
are also theirs alone. 

Ba.sed on these ob.servations, it is difficult 
to support the hypothesis that the presence 
of ma.ster weavers is detnmcntal to the 
handloom sector. It may be said that they 
are exploitative since the share of wfcavers’ 
wages in the price of the textiles is very 
low. On theotherhand. the master weavers 
pay the same wages as the co-operatives 
themselves. Further, weavers, as artisan 
producers in a decentralised indu.stry. 
cannot market their own products. 
Therefore, witere the co-opertives are not 
functioning, no cloth production would be 


possible onlept master wdiversMOpitseiiL 
The presence of a weil-functlotdng co¬ 
operative society is the best counterbalance 
to the possible exploitation by master 
weavers. But it is clear that the sector 
needs both organisational forms for its 
future growth. 

in 

Reasons of the Failure of 
Co-operatives 

The co-operative movement has a long 
histoiy in India Though initially the leaders 
ol ihe nalionali.st movement were 
extremely suspicions ofco-operati ve credit 
vK'ieties sponsored by the colonial .stale, 
around the time of Independence and later, 
the perception changed and co-operatives 
were idealised as the instrument of social 
and economic change [Jain and Coelho 
1996: 39, 36]. This ideological fervour 
can be seen clearly in the case of weavers' 
co-operatives in Andhra Pradesh. Most of 
tlie.se co-operativcK were started in the 
early 1940s by local leaders who were 
taking an active pari in ihc freedom 
nmvement. Karen Coelho captures the total 
sense ol dedication and commitmcni ot 
these pioneers of the co-operative 
movement when she comments: “In those 
days, co-operation was spoken of almost 
as an ideology, a world view; the language 
surrounding it was one of visions and 
dreams, ot principles and missionary 
commitment" [ibid 36-37]. 

The only function of the.se co-operati ves 
was to distribute yam .supplied at subsidised 
prices by Ihc government to the weavers. 
In general, the amount ol yarn supplied 
w'as inadequate and not of the required 
counts. Weavers, therefore, had to buy 
yam in the open market. Since the co¬ 
operatives did not get involved in either 
production or sales, the weavers remained 
heavily dependent on the money lender for 
working capital as well as marketing 
I Iyengar 1951:466-531 ]. Many areas were 
nol covered by co-operati ves. In the 1950s, 
as we have seen, the government decided 
to promote co-operatives in a major way 
as a solution to the problems ot artisan 
producers in decentralised industry. But 
Ihe creation of co-operatives through 
governmental initiatives has obviously not 
been workable. 

Even as we talk about the failure of co¬ 
operatives in a general sense, it is useful 
toplacethefailureofco-operati vesocieties 
in perspective by posing an alternative 
.scenario - would thecondition of weavers 
have been better if there had been no co- 
operati ves at air.' The answer is, 
unequivocally, no. The description of the 
economic condition of weavers in 


Hyderabad state (now' compri^nf thk 
Tetangana region of Andhra Ih'adesh) in ' 
1949 to 1951 is a gloomy narrative of 
artisan producers facing severe shortages 
of yam, with no access to working capital 
or to the market [Iyengar 1951:467-530]. 
The weavers therefore had to depend on 
traders for working capital. Except for 
silk, which had a wider market, all cotton 
saris and materials had to be sold locally. 
The buyer, whether he was the money¬ 
lender who had loaned money to the 
weaver, or hawkers buying from 
independent artisans, paid le.s.s than the 
market rate. 

Apart from the problems ensuing from 
concentration of control overinputs, credit 
and market in the hands of the traders, 
weavers were also heavi ly i n debt. Though 
the average debt per faint ly wa.s only around 
three hundred rupees in 1950. it was as 
high as 560 rupees in Nirainabad district. 
The debts, on an average, represented 10 
months' earnings, which the wcaversctRild 
neverrepay. TTicrcfore. lenders had .stopped 
advancing money toihe weavers and many 
were forced to give up weaving. The share 
of wages in variable costs was extremely 
low. For job weavers, wages amounted to 
between one-cighth and one-fourth of the 
cost of inputs (yarn and dyes). For 
independent weavers, the returns were 
about 3K per cent ol the input costs, and 
somctimesonly of the same ordcras wages. 

The situation ol weavers at pre.sent is 
unquestionably much better, and this has 
to be attributed to widening the scope of 
co-operative coverage. While weavers have 
lost their independent status, they also do 
nol have to worry about finance or inputs, 
nor do wc see the crushing burden of 
unpayable debts and poverty that ihecarlier 
report details. The share ol wages has also 
incrca.scd. and usually accounts for about 
50 percent of the variable costs However, 
while Ihc positive role played by co¬ 
operatives mu.st be acknowledged, the 
reasons for the large-scale failure ot co¬ 
operatives obviously require careful 
analysis, and can be basically classified 
under exogenous factors and internal 
failures of mi.smanagemeni and comiption. 

According to government figures the 
number of functioning societies now i.s 
only 21 per cent of the total number which 
existed in the state in 1983. In view of the 
guidelines and norms followed for 
liquidating non-viabic (but working) as 
well as dormant societies, it seems likely 
that co-operative societies were initially 
formed without any reganl for viability. 

But the reorganisation it.sel( has not 
improved performance as Table I .shows. 

Our field visits also confirm that arbitrarily 


Bconomic and Political Wewkiy December 26, i998 


3327 



merging loss-making co-operatives 
(considered 'potentially viable’) with an 
existing society does not always succeed 
because the litter siKiety is not able to 
absorb the losses (Vetapalem in C hirala) 

The government also dtK*s not openly 
recognise the lurther problem ol politici 
sationot CO opeialives F ven initially, the 
organisation ot weavers co operatives was 
an integral pait ol a larger political agenda 
that IS the nationalist movement Over a 
period ol time this political onentation has 
degenerated into the politic s ot patronage 
The CO opciativi become s the conduit ot 
patronage since subsidies and other 
financial assistance are all routed through 
the CO operative society which becomes 
the peisonal tietdom ot the piesident and 
other oltice bearers When a successlul 
CO operative siKiely is split into three 
societies each under a dilterenl political 
pany this is a clear signal ol patronage 
in retui n lor political support One spec if ic 
instance ol this is Polavarain in Krishna 
distiict 

1 he result is that the financial assistance 
rarely reaches the we ivcr I he loc al power 
equations are such that the power ot the 
master weavers enables them to secure the 
post ol piesident to the co opeialives and 
they are then able to misappiopnate binds 
on a large scale virtually unchecked Fhe 
real threat is that this can happen even to 
establishcdco operativeswhichhavehcen 
running well The Yemmiganur society is 
a case in point 

It IS this political nexus which prevents 
the government from idcniilying non 
working co operatives which arc able to 
Siphon olt a high proportion ot the funds 
allocated to the handlcMim sector under 
government schemes It is stated that it is 
dilficult lor the goveniment to identity 
suchco operatives This seems surpnsing 
since even in a short field visit it is easy 
to establish whether a co operative is 
functioning or not 


It we look at other exogenous factors, 
the first IS an overall decline tn weaving 
because ot lack of markets The weavers 
from Telangana, especially Adilabad, 
Nt/amabad, Medak and Khammam 
explain that they had to give up weaving 
because ol the competition from 
ptiwcrlooms I his is suipnsing because 
llieie are very few powerlooms in Andhra 
Piadesh itself Further, there are many 
s(x.ieties in coastal Andhra which are 
producing medium range (quality and 
prtccwisc) cloth which they sell 
successtully in the local markets Traders 
arc actively buying such varieties from 
several weaving centres and are even 
sending them to other states It is therefore 
not clear why the competition from 
powerlooms should aficet only the 
Iilangana region to such an extent The 
t let remains that the decline ol weaving 
IS naturally accompanied by the closure 
ol CO operative societies also 
Another exogenous factor which acts as 
I mafor constraint on co operatives is the 
c onirol exercised over them by the govern 
ment L C Jam has commented on two 
aspects ot the role ol government He 
points out that “the State itscll, which had 
I. hosen CO operatives to be an impoitant 
vehicle became in a sense its rival and 
competitor For example we started with 
supporting handloom co operatives but 
midway the government launched its own 
network ol Handloom Development 
( orporations Being a part of the state 
these corporations became a favourite for 
the government’s attention and for the 
bulk ot the resources ’’ Secondly the 
government does not leave the manage 
nient of the co-operatives to the members, 
and in many cases, has taken over the 
management of co-operative societies In 
lliceraof liberalisation, when the organised 
sector IS being freed from the regulations 
of the past there is no change in rural areas 
III the control exercised “by the entire rural 


administration with its strangoia^ 
powers ft ts as if the rural areas awl CO 
operauves are not part of the econonr 
and, therefore,notinneedof liberalisation 
[Jam and Coelho 1996 18. 19] 

There are many regulations by which th 
government controls the functioning o 
co-operatives All the credit available tc 
the co-operative Sector is channellet 
through the government Thegovemmer 
controls the margin that the co-operative 
caneamoverthecostol production, whici 
IS fixed at t2percent(or 20 per cent unde 
some central government schemes) Thi 
seems to be due to the belief that the 
handloom sector has a social/ibligatior 
to provide cloth at a ’reasonable’ price 
This regulation has two consequences 
First, the wages that weavers receive are 
also controlled, since they are kept equa 
to input costs The only way that co¬ 
operatives can increase wages is to increase 
the sale pnee of cloth There is a genera 
belief that this is not possible because 
first, the market for handloom is very 
limited and second that the market IS very 
sensitive to price and any increase in the 
pnee of handloom cloth will drive away 
even the existing buyers 
These two beliefs arc so pervasive, that 
everybody from the government to the co 
operatives repeats them Yet, neither is 
home out by our field woik or even froir 
general observation We have time anc 
again come across co-operative societies 
in obscure villages marketing their entire 
production, running to about Rs 80 lakh 
per year, within the locality ^ On the other 
hand, there are societies which arc mH able 
tosclltheirproducts while master weavers 
have a thnving business in the same 
varieties ^ It definitely has to be accepted 
that in vaneties like sheets, towels and 
even dhotis handlooms cannot compete 
with the cost advantage of powerlooms 
But we have noted that there is a genuine 
demand from several parts of India even 
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Equally, theee i$ a local (temand 
among the village women (or the Ene 
quality Tabrics also.^ The argument about 
price sensitivity also does not explain how 
private traders and stores are able to sell 
handloom cloth at a higher price, when 
APCO outlets (often in the same neigh¬ 
bourhoods) are not able to sell their stock. 

A second aspect of the margins pres¬ 
cribed tor cu-operatives is that ATCO 
determines the cost of production based 
on the subsidised pnee of yam and dyes. 
Mwit co-operaiives have to buy inputs in 
the open market since the supplies by 
government agencies are inadequate, but 
this higher price is not altow^ in the 
costing as worked out by APCO. APCO 
otlicials explain that actual cost of yam 
is allowed when the society is able to 
lumish bills from spinning mills, but not 
for yam bought irom private traders In 
local markets. This again seems to be an 
excessively bureaucratic approach, for 
surely it cannot be that difllcuil for APCO 
to get information on the actual prices of 
yarn in the local markets. Co-opcrativc-s 
must be allowed to be competitive, set their 
own margins and function independently. 

Co-oporali\ e societies arc also forbidden 
to sell on credit to any buyer other than 
APCO But. alter the lia.sco of Janata 
cloth, APCO has not been able to hit 
.stocks from the societies for .several years 
and, by 1997, owed huge sums to the co¬ 
operatives So the latter have turned to 
selling their cloth in the open market, 
which means that the trade has to be on 
credit. Some society officials admit openly 
that this can be done only it the accounts 
are manipulated to some extent, but they 
see no option. 

A further restrict ton on theco-operatives 
IS that they are not permitted to give 
loans to weavers. Weavers have to rely 
on theirresourceseven for working capital 
for such purposes as replacing worn 
parts of die loom. It capital is required 
tor installing a jacquard loom, the weaver 
has to raise at least SO per cent of the 
money on hisown. No co-operative society 
can give consumption loans to the 
weavers, who turn to master weavers for 
money whenever they require any. If the 
society cannot empathise with their 
needs, weavers also feel litder idenli- 
licalion with the interests of the co¬ 
operative society. 

It is evident that the only way that co¬ 
operatives will survive i$ if they are freed 
Irom govemmept regulations to manage 
their'Own affkini ami prove that they 
compete in the mari^ L C Jain has algo 
.sttesed that‘Ihe bureaiuamkstnp^lKi^ 


comp^ in the madeet oh equal temu^ 
[Jain andOteiho 1996:19|. Otherrepoits 
aLso have come to the same conclusion 
flRMA 1996. 68], Andhra Pradesh has 
passed the AP Mutually Aided Co¬ 
operative Societies Act in 1995 which 
restores to the co-operatives and their 
members control over the management o( 
the societies. According to the Act, ail co¬ 
operatives without government share 
capital can function with virtual autonomy 
in conducting their own affairs [Jain and 
Coelho 1996; 23J. Under this legislation, 
even the procedures for the registration of 
an association have been simplified. Yet. 
no handloom co-operative has taken 
advantage of this liberating legislation and 
registered under the new Act, because the 
government would no longer recognise 
such societies as co-operatives for 
extending credit or other help. The co¬ 
operatives themselves have become so 
completely dependent on government 
channels that, until alternative institutional 
structures develop, it would be very 
difficult for them to approach NABARD 
or other credit agencies directly Since the 
state government channels have been found 
to cause major leakages, alternate channels 
must be developed. NABARD should take 
the initiative and create the institutional 
structure at the di.strict level which will 
enable individual co-operatiscs to have 
access to credit for working capital. This 
will also enable NABARD to have 
effective monitoring and assessment of 
Ifie credit needs and the functioning of the 
siKieties.'* 

In many societies, the internal problem 
of pcxir management is probably an equally 
valid explanation for their decline. There 
IS a widespread perception that the rich 
master weavers are able to gain control 
over the societies, and then deliberately 
mismanage thencKieiy since they are able 
lo misapproimate am' misuse the funds 
and assets of the co-operative society. 
While this of course is the primaiy factor, 
weaver members are not guiltless either, 
'fhey also, in some cases, take yam from 
the society without returning any cloth. 

We have generally identified three major 
factors for the failure of co-operative 
socicties-politicisation. competition from 
powerlooms and government regulations. 
To this can be added the fourth mentioned 
above, namely, mismanagement. Of these 
three, competition from powerlooms 
perhaps would rank the lowest. There is 
ctetfly a regional dimension to the effect 
of this factor (which is difRcult to&stablish 
empirically) and this impact is perhaps 
greater on ceitain varieties of cloth rather 


nhtious fa^ is the politicisatidn awti^ 
obvious misuse of co-operatives as A 
channel for political patronage. TblsgOiMi; 
hand- in -hand with the factor of itiis< 
management. Unfortunately, it is not 
possible to have an exact ideaof the nuntbdii 
of societies which have been deliberate^, 
run down by the office bearers through 
misappropriation of funds. But these 
societies, protected by the politicaf 
connections of the presidents and othff 
members, are able to .siphon off a large 
shareof the funds given lo the co-operative 
sector which creates a problem for the- 
functioning co-operatives also. The 
continued functioning of bogus societies 
is commonly recognised as the miyor 
problem m the handloom sector in the 
state. Government controls over the co» 
operatives, even in an era ol liberalisation, 
compound the problem, since the really 
functioning co-operatives are penalised, 
while (he non-functioning ones are 
protected. 

It is a generally accepted belief that an 
as.sociation ot people with highly unequal 
levels of influence and economic power 
IS bound to tail. Attwood, however, points 
out that the leaders of the co-operative 
movement talk of social ideals and the 
need for democratic functioning and 
quality. When they take cognisance of 
disparities of local class interests, it isonly 
as an explanation ot (he failure of the co¬ 
operatives. He then goes on to argue (hat 
il an 'effectivealliance' is tormed between 
the big and small producers, where tiiey 
need each other to make a successful 
enterprise, the alliance is successful. 
Because of this community of interc.sts. 
it is not to the advantage o( the elite to 
exploit the smaller members. Attwood 
concludes that "co-operation works where 
it has to, in order to make the production 
process work at all. In other ca.ses. il is 
likely to fail, particularly when (as often 
happens)a .small elite can appropriate most 
of the henents lor itself' [Attwood 1989:. • 
82-84]. 

Unfortunately, in the handloom qo- ' 
operatives under the existing coditions, 
the whole prbeess of distributing credit 
and other government funds has become 
a game of political patronage, which 
positively encourages the elite to loot the 
co-operative society. That this has not 
happened in many co-operatives is the 
surprise. This is in large part due to the 
individual commitment and drive of the 
presidents of co-operative .societies. 
Wherever such people are found, the 
society is able to overcome various 
institutional barriers - particularly non- 
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payment ot dues by APCO - and pursue 
a vigorous marketing strategy to sell its 
products on its own 

Ihis brings up the question of the 
sustainability and replicability oi the 
success stones in the co operatives Fhe 
experience ol Yemmiganur is a salutary 
lesson that even the largest and most 
successful co operative can be lun down 
when theic is no continuing commitment 
on the pan ol the controlling gioups to 
keep the siKiety functioning well Most 
studies of CO operatives also acknowledge 
that the icplicability ol ihe successful co 
operatives is i piobicin flam and Coelho 
1996 441 

rheoiilv soluiioii IS gradually tocicaie 
an alinosphcic in which co operatives 
beginto liinc lion as independent succcsstui 
enlerpiiscs This uquiies an mslitutional 
Iraniowork bv which co operatives have 
access toci edit inputs and niai kc ts bec ausc 
ot then own pcitoimanci It is then that 
the cllective alh incc between the rich 
and the small weavers c ni be acconi 
plished and it will then he m the interests 
ol the powerful fc w to nuiluie the siKicly 
than to l(Hil II 1 Ins can be done only by 
lediicmg govcinniciit lonliol ovci the 
manageincnl ot the societies and the 
mdisciiminale chaniicllinu ot limds 
without any u Iciciicc to whether i soc let) 
IS even Innciionmg at all 

IV 

APC« 

ihe eic ilion ot an apex soeicty winch 
would solve simultaneously the two mam 
problems ol a decentralised industry - the 
timely av ul ibilitv ot inputs and cllective 
maikeimg was the main oiganisalional 
strategy lollowed by the govenimeni It 
would be no cvaggciation to say that at 
the moment AK O seems to have failed 
m this Very simply APCO is not able to 
market its stocks and owe s large amounts 
totliepnmaiysocieties Inl.ict mprcvious 
years the cxpoil unit of APt O used to 
make payments directly to co operatives 
supplying export varieticsol e loth andthe 
payments wcic made on time Now APCO 
has taken over the payments ’’ perhaps 
ilso to tncige Its losses with the profits 
olasubsidiai} wine Ins functioning better 
and owes laige sums to sue h co opertives 
Such oveidues obviously cieatc a severe 
resouicc ciuiich lor the co operatives 
which e innot keep payments to wcaveis 
pending noi keep them unemployed 
Co opciati ves aie then unable to pay back 
the working capital advanced by 
NABARO so that Che entire sccloi is 
starved ot linanccs 

We can see the causes ol APCO's ci isis 
from the information provided by AK'O 

nv) 


Itself {Ti*le 3). APCO’s three mam lines 
of business arethe ‘general’ category which 
comprises textiles bought from the primary 
weavers co operatives, Janata cloth and 
yam The cloth bought from the societies 
IS sold in the retail outlets ot APCO, now 
numbering400 which are located in many 
cities and towns ol the state and several 
I irgc cities outside the state also Janata 
cloth IS supplied as uniform matcnal to 
vaiious departments ot the state 
government (social welfare, backward 
c lasses wcltare and fribal welfare) Yam 
IS sold to the CO operatives and the pnee 
IS adjusted against the cloth that APCO 
I ikis from Ihe societies 
APC'O allows the societies a margin ol 
10 pei cent on the cloth it buys Irom them 
On this price that it pays lor the cloth, it 
tllows itsell a mark up ot 40 per cent, ot 
w Inch 20 percent is passed on to the con 
sumer as a icbatc This means that AK O 
IS able to realise a ical profit ot only 12 
percciitoverthecostpricc Thus meitecl 
die gov emmeni is subsidising the producer 
through various direct and mdiiect means 
(subsidised credit supplies ot yarn and 
lives and various other programmes! as 
w i II as the consumer I his rebate is offset 
h) ihi money given lo APCO under the 
Maikcting Devilopnient Assistance 
(MDA) scheme Ihe MDA for AlW is 
now fixed at Rs S 64 croie This would 


be sufficient for a general sale of Rk 
crore at 20 per cent discount Since thr 
actual volume of sales is much highe 
APCO ts forced to absorb the rest of the 
rebate from its own resources If nc 
rebate is announced (as was the case ti 
1996) or IS reduced to 10 per cent only 
APCO claims that sales tali to the tune 
ot Rs 20 crore 

APCO has worked out its break ever 
point as Rs 90 crore at 10 per cent rebate 
for general sates and Rs 15 emre tor Janatt 
(livery) sales and yam sales respectively 
General sales amounted only to Rs 45 
crore, while the procuicmcnl and sale o 
Janata cloth have been declining steadib 
since 1990 91 and have intact virtually 
been discontinued in 1996-97 
Correspondingly yam sales have also come 
down since evidently a greater part ot the 
yam was being supplied lor Janata cloth 
Yam sales now amount only to Rs 8 crore. 
which IS only about per cent of the 
break even level [APCO 1998] 

The case ol Janata cloth is again one o 
the programmes pushed through by 
paternalistic government without any rca 
reference to ground level realities witt 
all tound negative results TheJanatacloit 
scheme was intended lo provide 
employment to weavers outside the co¬ 
operatives and also to supply cloth at 
cheap rates tor the poorer sections At 
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were made to swHch extensively to Janma 
cloth, which resulted in their becoming 
veiy dependent on APCO forprocuiemem, 
while weavers also complain of 
'deskilling'. Since the Janata cloth could 
not be .sold in the market, the government 
has decided to buy it for uniforms. This 
at least gives APCO a profit on paper. 
However, since the government has not 
made payment for this cloth to APCO. this 
profit is not realised. With the losses on 
the rebate, and the non-payment Irom the 
government, APCO had very large dues 
owing to the co-opcratives’^(Table 3). 

APCO has been experiencing a decrease 
not only in total sales, but also in its retail 
.sale of cloth (general sales). However, its 
costs, even variable costs like salaries, are 
virtually fixed Salaries have more than 
doubled between 1990-91 and 1996-97, 
and have grown at about 16 per cent per 
year, while total cxpen.ses have increa.sed 
at the rate of about 10 per cent per year. 
Total cx|rcnsus (salaries and other estab¬ 
lishment charges) have been increasing 
steadily as a peiccniage ot total sales and 
now stand at over 33 per cent, which is 
obviously untenable The two major 
components m the total expenses are 
salaries and rent tor the APCO showrooms. 

The entire crisis has to be altributc(l to 
the poor marketing and management 
strategy followed by APCO. It has been 
estimated on the basis of important 
variables like accessibility, infrastructuie, 
sales, professional skills and .so on that 41 
per cent ol the APCO showrooms are not 
viable IIRMA 1996:67). APCO also docs 
not .seem to publicise its products with 
aggressive advertising which could 
capitalise on its undoubted superiority in 
the quality ot cloth. APCO management 
has not linked the wages of its staff or 
bonuses with productivity. APCO 
employees now rcccivcbonu.ses in addition 
to the income security enjoyed by 
employees ot the government, and as a 
result show little incentive to work. 

The primary co-operative societies have 
also been very unhappy about the 
functioning of APCO. Some accuse the 
district level APCO functionaries of being 
comipl and motivated in the way quality 
standards arc applied to picking up cloth, 
and many co-operatives are now turning 
to direct sales to the extent possible. District 
centres like Vijayawada and Rajahmundry 
are emerging as local trade centres for 
textiles. In fact, many of the co-operatives 
near Rajahmundry in East Godavari are 
selling their output in this town. Co¬ 
operatives in Krishna district have depots 
in the textile mtuket in Vijayawada where 
they sell to the local traders and on retail 


basis also. All is also more proFtaMe 
for them because tlwy get prompt payment, 
and are also atde to earn a higher margin 
than when they supply APCO. But APCO 
still has the power to demand cloth from 
tlic co-operatives, in .spite of toe fact that 
payments are not made in time. For varieties 
which enjoy a good market demand (like 
tl)esarisorUppadainEastGodavari)APCO 
torcibly takes stocks from the societies, 
about which the latter are vciy unhappy. 

Though APCO officials claim that 
APCO is really fulfilling social objectives, 
as such it is difficult to see what thc.se 
mally amount to. It would be in the interest.s 
ot the weavers and APCO itself to re¬ 
evaluate its functioning and pirionties. It 
IS clear that APCO will have to hecotne 
a competitive commercial unit. Two .steps 
would have to he taken to ensure this. 
First. APCO should buy from the co¬ 
operatives at the market rate, not at an 
administratively fixed margin which is to 
tlic disadvantage of the co-operatives. The 
marketing has to become profit-oriented, 
lor which unprofitable and unviabic 
shownMims have to be shut down. In fact. 
APCO may find it a better option to 
franchise (he showrooms and be just a 
supplying agency for handlooin products. 

Yet, in spite of the fact that co-operalives 
.ire experiencing the irrelevance ol APCO 
tor their survival, there is still a complete 
psychological dependence on APCO. The 
recent elections for APCO generated a 
great deal ot interest and a high level of 
participation. It has also rekindled hope 
lorthc revival of a succe.ssfully functioning 
APCO. If the primary co-operative 
s(Kieties have to stand on their own feet, 
the government should develop more 
effective and alternate in.stitutional 
structures which will support the societies 
during the peritxi of transition. 

As a new initiative, the Directorate of 
Handlooms has been organising 
exhibitions and sales by the weavers' co¬ 
operatives in Hyderabad and several other 
cities in the .state and outside since March 
1996. The .societies have told us 1 requcntly 
that tlicy are quite happy with thi.s, b^aase 
this means they make .sales for spot cash. 
This also permits the societies to understand 
the market and changing patterns of 
demand throu^ direct interaction. The 
total volume of sales in the exhibitions 
held in Hyderabad, other major towns in 
Andhra Pradesh, Delhi, Pune and Nagpur 
in 1996 to 1997 amounted to Rs l2crorc. 
Sales in toe national handloom expos 
amount to about Rs 5 crorc each year 
(Information supplied by the Directorate 
of Handlooim). The.se s^s organised by 
the government amount to 35 per cent 
of toe sale,s made by APCO in 1996-97 


CRs 4S ewKB), TIpw, 
come up with a more oost-effective i 
workable alternative to APCO. 


V 

Case for CoKiperatives 

It is quite clear that some of the 
universally stated explanations for the 
decline of handlooms are. at best, only 
partially true. It cannot be denied that the ‘ 
main reason for the decline in loomage 
and number of weavers is toe competilitw 
from cheaper cloth from powerlooms 
which has taken away a segment of the 
market. There does remain, however, a 
substantial and growing market for 
handlooms, especially as lifestyles and 
fashions arc changing fast to create new 
kinds of demand. The handloom sector is 
also responding to these changes. The 
response to the demand in export markets 
for furnishing fabrics is only one instance 
of such adaptations.'^ Most of the other 
problems like low wages are more a result 
of the manner in which co-operatives are 
made to function under government 
control, rather than any real (actors like 
lack ot demand or a highly price .sensitive 
market. 

In (he final analy.sis, there is no simple 
answer to the question whether weavers’ 
co-operatives have been a failure. Co¬ 
operatives have succeeded to the extent 
that they have emerged as an alternative 
institutional structure to challenge the 
control excrci-sed by traders and middlemen 
over (he production process and the 
weavers. Perhaps co-operatives were vul¬ 
nerable because they were not formed by 
weavers coming together to turther their 
common intcre.st. but were, rather, created 
by government authority. Yet. it is very 
clear that co-operatives should remain the 
major in.stitutions in a decenmiliscd activity 
for protect] ng (he workers. They can ensure 
a better level ot wages which also forces 
the traders to increase the wages that they 
pay to toe artisans. 

But it is aKso important to ensure that 
such co-operatives function as autonomous 
economic enterpri-ses. and are able to 
compete in the market. The government, 
which had enveloped the co-operatives 
under its protective mantle, has been 
gradually withdrawing fmm maiketing. 
But various other re.strictinns on the co¬ 
operatives continue, which prevent them 
from becoming independent and viable. 
The recommendation to set the co-opera¬ 
tives free so (hat they can become competi- 
tive is not toe same as total withdrawal 
by the government. The government 
should, however, extend to the co-operati-* 
ves the same support that other enterprises 
receive. Co-operatives .should haveaccess r; 
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to inuittttioiHii o^ii, on ttte same tooting 
as any other economic activity For long¬ 
time survival, the co-operatives must 
hetomo the ‘ellective alliance’ of the 
interests of the rich and small weavers, 
which An wood has set down as the 
necessary pre condition lor their success 

Notes 

|This irtKic IS based on a more extensive study 
earned out with funding trom the Reserve Bank 
of India We wish lo thank R Radhoknshna and 
P Venkaiianiaiah tor their eoinnienis and 
suggestions on in eailiir diaft | 

1 This section driws upon the tnoie detailed 
leeount in Mukiindand Syamasundaii (1908) 

2 I he Dirteloiale of flandlooms and Textiles 
gives ihese ligiiies tor Ihe yens 1987 and 
1990 but Ihey iiiusi relate to data eolle'eled 
tor Ihe Census of htndlooiiis eondueled in 
1977 78 ind 1987 88 There is also a dis 
eitpaney between Ihe loomage figuies given 
by the Diieetorale and the loomage iigure 
given in the (tnsus whieh was 2IH04 

) Kaiiiiinagar w.is next only lo Cuddapah in 
lotallooiitigeinlhce ulierperuKl whilebarely 
16 pel cent ol the looms were working a 
deetde litei in Ihe l9H()s 1his intoiination 
IS also eoiioboraled hy other ohseivers lhal 
Kaniiinagar had been a ina|or handlooiii 
weaving distnel e tflier while very lillte was 
in evidenee in the pieseni decade 

4 tins h IS been home out in our held woik and 
innurconveisalions with weavers tiom \ inoiis 
distiieis in Ihe Tekingana region 

5 While ihe oveiall loomage ligures in I99S 
eonis|iond lo Ihe tigures in Ihe 1987 Census 
theie ire ma|or disercpaneies in Ihe loom 
liguies aemss distnels whitJi reejiiiic turthei 
invesiig ition 

6 In xpeeitie weieine eenties (here his been 
an iiiipmvement in ihe eionomie condition 
of weaveis because ot the decline in numbers 
so that even il there is no overill inerc'ise in 
demand or output each weaver gels i slightly 
belter retuni This for instance is seen in 
Pondiirii in Snkakutam district This h is not 
happened al a broidel level 

7 Muraiiiaiida is a small village near 
Raiahmundiy in Cast Oodavan distnel The 
weavers eo opeiahve society here has a very 
dynamiL president who Imnly keeps out all 
maslir we isers The society has ,ui annual 
pmduetion of about Rs 80 lakh all ol which 
IS sold in Ihe neaihy towns and local markei 
centres Theexpcnence of Pollsarain Society 
in Kiishni distiiet has already been noted 

8 Mangalagtit in (>unliirdistnel andOadwal 
in Mahihiibnigji disinet are outstanding 
ex unpies ol this But the saiiw was observed 
in many other weaving eenties also 

9 Ttrthankar Roy observes that handlooins have 
a clear adsaniuge in cloths made of certain 
types of yarn ind with eenain loom woven 
designsIRo) 1998 '>04) Butihcreisagenuine 
preference even tor less speeialised handloom 
fabi les aeross all eKsses ol people as we see 

10 This inlormaiion is eorrohoraled in the report 

by IRMA (1996 6S) 

11 NABARD provides cash credit assistance at 
eoneessional tales of interest to pninary co¬ 
operatives towards ihetr working capital 
requirements through Ihe Stale ru-uperaove 


Bank naiwpiowHKicndKaisiiiaiieeioAPCicr 
The allocations acioas distnets ate htgbly 
skewed and do not reflect either the share 
of Ihe dtsinct in handloom output or loomage 
inthetololfiguresforthestaie Theevaluation 
study commissioned by NABARD notes that 
Cuddapah has been receiving the highest 
financial support among all the districts 
though mostohhe societies are not physically 
active II also points out that the distnel 
administration has fatted lo conduct a loom 
verihcation survey due to social and polittcol 
pressures’ IIRMA 19% IS] 

The real process of getting credit sanctions 
seems to flout the noims fixed by NABARD 
Though acconling to these prescribed norms 
credit lequiremenls should be assessed basis 
of on the production and marketing ach vines 
of Ihe cooperative siKietics Ihese are not 
loilowed m practice The credit sanctions aie 
virtually decided at the distnet level by the 
oiricSal of the Directorate and it is clear that 
there is no venfication of the real credit 
lequireiiients of the societies (ihid SI S2] 
For individual societies which do not have 
much political strength, getting the credit 
released involves payments lo several officials 
It ihc dislnct level so that what they 
ultimately receive is inadequate for their 
working capital needs 

i 2 fnformaiion from the Koyalagudam Weavers 
Co operaave Society 

11 Obviously ibe enitre sates are not on rebate 
Hut a signi tu ant part of the total sates are with 
rebate 

14 By Ihc end of the financial year I9‘>7 98 
much ol these dues were cleared, but what 
this would do to the losses of APCO is not 
known yet 

15 There has been an explosive increase in 
demand for ikai fabrics in European and 
Japanese markets and monv Nolgonda co 
operatives have shifted to producing 
furnishing fabnes and dress materials whereas 
formerly they used to concentrate on sons 


Anditn mdtth bok* 

looRB engagtsd m ptMtit^ IBibiMa nt 
export, and the fiueacenantrtonlittteiiwM 
than 50 per cent of al) the handloDim in Imlta 
which ate weaving export materials (NCABR 
Toble 19) 
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miysical Disability 

Is There a Gander Dimension? 


D Das 

S B Agnihotri 


Thii article examinei the gender dimension of the incidence of physical disability in India an aspect 
not explored in the literature so far This issue is relevant from both academic and polic\ angle. The 
rehabilitation policies for the disabled have so far been designed 'as if the incidence of disability and 
the cost or the wherewithals for rehabilitation are gender neutral This is unrealistic The note analyses 
state-level data for four types of disabilities visual, hearing, speech and locomotor In the hspothetical 
situation of gender neutrality, a graph of the male versus female disability will he a straight line passing 
through origin and having a unit slope Deviation from this linear relationship will indicate a gender bias 
in the incidence of that form of disability 


1 

Introduction 

DOES the inc idcnce ot physitdl disability 
have a gender dimension' Fhc question 
has polity relevance ioi many reasons 
First the lehahilitation cost tor a given 
disability whether social or economic is 
likely to be higher tor females compared 
to males in our sik lety This has a bearing 
on the preventive and rehabilitation 
measures that are needed Analyticallv 
loo the reasons why the incidence ot a 
paiticulardisabilitvishigheilorapatlicular 
sex IS important 

How does one go about examining the 
gender dimension ol the problem' One 
possible method is presented here This 
was first developed to examine the gender 
bias in infant andcliild mortality | Agnihotn 
forthcoming) If the incidence ot a given 
disability were gendei neutral a graph 
plotting the rate of male disability against 
female disability should be a straight line 
with unit slope and passing through the 
ongin It the incidence is notgenderneutral 
however the actual graph will deviate 
from the hypothetical Tins would hold 
true tor cross sectional as well as time 
series data 

While long-term data on physically 
disabled population is not available a 
recent data set provides the incidence ot 
physical disability tor tour different 
types ot disabilities locomotor, visual 
hearing and speech This information is 
provided at the state level tor both urban 
and rural locations and has been analysed 
below 

Thebnet analysis isorganised as follows 
Section II desenbes the data on physical 
disability and examines the relative 
incidence ot the tour types of disabilities 
Section Ill analyses the relation between 
the male and the female disability rates, 
idmifies the gender bias in each, and 


f 

concludes It emerges that there is a higher 
incidence ot locomotor and hearing 
disability among men, while there is a 
higher incidence ot visual disability among 
the women In the case ot speech disability 
there appears to be no significant bias 
against any ol the sexes Some probable 
reasons are speculated upon, but these 
patterns need further investigation 

II 

Data 

Large-scale population data on the 
incidence ot physical disability have 
been collected either in the census or 


through the NSSO surveys The analysis 
presented here uses the 1991 NSSO data 
which provide details ot the incidence of 
different physical dis<ibiliiics by gender 
and by slates lor the uibaii and the rural 
population 

Table I gives the estimated population 
of disabled persons by sex and type ot dis¬ 
ability on an all India basis Numencally, 
the incidence of these disabilities are in 
the following order locomotor, visual, 
heanng and speech In both rural and the 
urban areas, louimiHoi disability and visual 
disability account tor a ma)or share ot the 
disabled population 


lABif I Estimaifd Numbir or DisABcru Pi-KSONS lo Tvir Ol llisAfiiiiTY ANi Sis (All India) 

i/ii ihimuuiit) 


1 ype of Disability 


Rural 



Hiban 


~Mafe 

Female 

Total 

Malt 

Female 

TmSi 

L osomulur 

4 X96 

2411 

6 807 

1 X70 

762 

2 1X2 

Visual 

1 SX9 

1 796 

X 1XS 

X08 

X62 

670 

Hearing 

1 409 

1 164 

2 S7X 

1X9 

XXO 

669 

Speech 

942 

SS7 

1 499 

298 

169 

467 

SnuHt Siinektliana 6I(XVIII 2) (Xlobtr IScitinbcr 1994 





Table 2 1 Visoai Disabmits 




(Number Disabled per 1 (X) 000 Population for Each Sex) 


Stale 


Rural 



Uiban 



Male 

Female 

Total 

Male 

1 (male 

Total 

Andhra Pradesh 

668 

946 

806 

X26 

44S 

X8S 

Assam 

40S 

XSS 

182 

S20 

X71 

4SI 

Uihar 


X49 

X4I 

220 

•>X2 

225 

Gujarat 

S27 

42X 

X7t 

I8S 

XS7 

266 

Haryana 

SX8 

710 

621 

XXS 

X99 

X64 

Him-iehal Pradesh 

661 

809 

629 

XX2 

X|9 

X26 

Karnataka 

494 

6^2 

S62 

X09 

170 

XXg 

Kerala 

400 

4SS 

418 

29X 

480 

388 

Madhya Pradesh 

424 

646 

S29 

222 

2S8 

X29 

Maharaxhtru 

478 

620 

S49 

241 

290 

264 

Onssa 

7t^ 

908 

820 

X49 

sso 

444 

Punjab 

S26 

Sg2 

S99 

XOI 

XSX 

X25 

Rajasthan 

175 

S02 

4XS 

212 

298 

2SX 

Tamil Nadu 

S47 

704 

62S 

3X2 

42 X 

X77 

L'tiar Pradesh 

490 

S49 

SI8 

269 

XS8 

XIO 

West Bengal 

X8I 

411 

39S 

280 

»7I 

X21 

All India 

471 

Sg4 

S2S 

26X 

X46 

X02 


Snuiie Some os Tdile I 
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Tables 2 1 lo 2 4 give state-level 
disaggregation toi each type ol disability 
tor the uiban and the rural populations 
A cursory Imik 4 II the tables reveal that the 
incidence ol loiomoior and hearing 
disabilitv IS highcriorthc male population 
For \ isual disability ihe incidence is higher 
lor temalcs while loi speech disability the 
two do not dll lei signiticantly This is 
tomially conlitnicd by the icsiilis ot the 
paiicdl-iesis in rablc3 whic h also provides 
the descriptive statistics 
Ihe desiripiive siaiistics presented in 
Table 3 indicate a higher incidence ot 
kKomoior and heaiing disability among 
the male populaiion Similaiiy. the 
incidence ol visual disability is highei 
amonc tcinales Are these incidences ot 
disahilitv among the mak and the temalc 
population iclated to caih othet in any 
systemaiic way * It is worth examining Ihe 
patterns loi it is impoiiani lo know who 
gams more it the incidence is reduced 01 
who loses more .is the incidence mcieases 
This IS done in the nexi section 

Ill 

Analysis 

II male and the leinale population were 
identical in all lespects' ihc incidence ot 
female and male disability woukibe equal 
I e, the sex ditterenlials in the iiuidcnce 
ol disability would be /eio rormally 
staled the leinale and the male disability 
lates will be lelatcd Imeaily with Ihe line 
passing through the ongm and having a 
slope ol 4'?" I e v = x 
But male and lemale segments are not 
‘identical in all respects I hey aic dillei 
entiatcd both soc tally and physiologic ally 
andincidencesol disability aie associated 
with both phvsiological and social lac lots 
riicse laciors attect diltcienl components 
ot disability dilleienlly CJivt'ii these 
ditlercnces Ihe lelaiionship between 
lemale and male disabiliiy late tl linear 
as a first approximation will be given by 

DISRI ^ a + h X DISRm 

Where DISRt and DISRm stand foi 
female and male disability rates 
respeetively expressed per I 00 000 
population ot thcconceincdscx The slope 
ot the line b indicates the nature ol sex 
ditlereiitials It b < I it indicates higher 
incidence ol male disability at high 
disability levels II b > I it indicates 
higher lemale disability at high disability 
levels rhe constant term should ideally 
be close to zero It it is positive, it indicates 
residual excess lemale disability even when 
male disability icduccs to /em II it is 
negative it would indicate that female 


Tabui22 Heaung Disabiuty 

(Number Disabled Per l,(X).000 Populalioii for Each Sex of Five Years and Above) 


Stale 


Rural 



Urban 


Male 

Fdmale 

Total 

Male 

Female 

Total 

Andhra Pradesh 

6S7 

662 

660 

476 

526 

501 

'ssani 

3S8 

273 

319 

410 

311 

364 

Hihar 

33S 

177 

260 

241 

182 

215 

( uiarat 

3S2 

389 

370 

293 

344 

517 

H irvana 

477 

460 

469 

423 

338 

384 

lliin.ichal Pradesh 

1601 

672 

1108 

233 

242 

237 

Kainalaka 

603 

S8S 

594 

346 

3|8 

132 

k Cl ala 

sn 

501 

506 

314 

436 

376 

Madhya Pradesh 

479 

421 

452 

339 

220 

282 

Maharashtra 

SS4 

503 

529 

319 

432 

372 

< >1 issa 

76S 

632 

698 

486 

621 

548 

I’uniab 

466 

398 

435 

275 

179 

230 

K ijasihan 

329 

207 

271 

204 

188 • 

. 196 

1 mill N.idu 

722 

724 

723 

483 

553 

518 

1 liar Pradesh 

307 

266 

288 

231 

220 

226 

West Bengal 

633 

502 

570 

341 

386 

361 

All India 

49K 

435 

467 

325 

355 

339 

S iiiKi’ Same as lable 1 








Tabu 2 3 SertiH Disahiiiiy 




(Niiiiihcr Dis,)blid Per 1 OOtKXl Population for Each Sex ol Five Yeais and Above) 

State 


Rural 



Urban 



Male 

Female 

Total 

Male 

reiii.ilc 

Total 

Andhra Pradesh 

403 

288 

345 

426 

291 

359 

'ss im 

334 

174 

261 

28 

SI 

191 

Bihar 

323 

179 

255 

3(M) ' 

130 

224 

( uiaijt 

211 

128 

171 

282 

136 

2I3 

Haiv.inj 

208 

113 

162 

103 

122 

112 

I'miichai Pradesh 

668 

271 

457 

2^2 

160 

2IH) 

K iriialaka 

424 

282 

353 

280 

177 

231 

K crala 

SI7 

321 

414 

401 

255 

327 

M.idhya Piadesh 

287 

164 

229 

241 

115 

181 

Miharashlra 

327 

204 

266 

244 

206 

226 

(niwa 

288 

223 

256 

297 

248 

274 

Piinnh 

286 

229 

259 

282 

243 

264 

Ka| islh.in 

274 

116 

199 

297 

141 

156 

1 imil Nadu 

399 

286 

343 

407 

203 

306 

1 llai Ptadesh 

291 

140 

221 

226 

127 

IKI 

West Bengal 

3S8 

283 

322 

259 

194 

230 

All India 

333 

208 

273 

285 

182 

237 

V iiiKt Same as Table 1 








Tahii 24 L(h oMrmiit Disamii iTY 




(Number Disabled Per 1 (KI(X)0 Popukition iorE.ich Sex) 


Stale 


Rural 



Urban 



Male 

Female 

3 (Hal 

Male 

Female 

Total 

Andhra Piadcsh 

1490 

1028 

1260 

1361 

831 

1098 

A ssam 

S33 

282 

419 

552 

275 

424 

Bihar 

1243 

571 

926 

1168 

649 

932 

( u 1 j 1 . 1 l 

II2S 

822 

979 

1229 

939 

1092 

Harvana 

1402 

727 

1077 

935 

459 

716 

Himachal Piadesh 

16SI 

1060 

1356 

692 

501 

1106 

k arnalaka 

1339 

841 

1091 

1064 

708 

895 

kuiala 

1347 

750 

1037 

1304 

744 

1203 

M.idhya Pradesh 

1469 

914 

1207 

1245 

679 

975 

Maharashtra 

1462 

944 

1206 

1254 

789 

1037 

Orissa 

1137 

804 

970 

1160 

1058 

1112 

Pun tab 

2494 

1378 

1974 

1375 

993 

1197 

Kaiaslhan 

1393 

701 

1063 

IKX) 

712 

916 

Tamil Nadu 

1336 

892 

1116 

1207 

803 

1007 

1 tiar Pradesh 

1434 

690 

1083 

1247 

660 

978 

West Bengal 

1123 

6.37 

890 

1046 

6(M> 

844 

All India 

I34S 

784 

1074 

1170 

728 

962 


Si»ii<e Same as Table I 
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Taru- 1 iwiDeNTE UR DisA»amB5 RY Sex T-Tcm nut Paired SaiiMA 


VanaWc Pair 

Mean (in 000) 

SE of the Mean 

Sid Deviation 

T-Value 

Locomotor F 

7618 

19 6 

224 

14 S*** 

1 ocomoior 

M 

1247 4 

S9 9 

119 


Hearing 

F 

194 7 

II 8 

666 

8 4*** 

Hearing 

M 

W S 

20 ^ 

114 8 


Speech 

F 

402 1 

29 0 

164 1 

1 S8 

Speech 

M 

4219 

26 1 

148 9 


Visual 

F 

486 1 

1’ 9 

186 1 

6 1*** 

Visual 

M 

190 8 

2a 7 

119 9 



Note ln(.ideiu.e p<.i lakh oi the population ol Lonicmul sex 16 states 12 pairs urban and rural 


disability will decline to /era laslcr than 
male disability 

Tltc incidence of locomotor disability 
IS governed h> the following relationship 

LOCOf = 61 7 + 0 S6 X I OCOm 
l = 04S AdjR‘ = ()7l6 

{_ 7C)4»** 

The slope is significant at I percent level 
It IS suhstantialls less than one indicating 
a highci incidsnce ot male disability at 
highci Uvtis ol locomotor disability 
The incidence of visual disability is 
governed by the following relationship 

VISI'I = l«S +1 19 X VISUm 
t = 067 t - in**'- AdjR‘ = 08 
r = 127 6*** 

rite slope IS significant at I (icrccnt level 
It IS highei than one indicating a higher 
incidence ol female disability at higher 
levels ot locomotoi disabilitv 
rot speech disability theslopeisquitc 
close to unity The relationship is given 
by 

SPFPrMf = « 9 +0 97 X bPEfcCHm 
( = 081 1=101**" AdjR‘=077 

1 = 102 X*** 

f*or tht above thice types of disability the 
constant term is insignificant and has a 
large standard ciioi 
The incidence of hearing disability is 
hcavilv weighted against the male 
population 

HEAR! = 57 4 +0 44 X HEARm 
t = 2 X"?* 1=6 5*** Adj R“ = 0 57 
F = 42*** 

The constant icim is large and positive 
and significant and has a low ■■ iidard 
error The \aluc ot adjusted R* is rather 
low . 

What do tht tiends abtive signify ’ Fii st 
these suggest that the ittcideticcolphysical 
disability needs to be analysed in a dis¬ 
aggregated manner Second the incidence 
affects the male and female population 
ditleienilv WhileinltKomotorandhcanng 
disability there is a mate disadvantage' 
at highei levels of disability visual 
disability shows a female disadvantage' 


I he incidence ol speech disability shows 
gender neutrality 

What this also means is that a icduction 
111 the overall level of vanous disabilities 
confer advanuge on the different sexes 
lilt Icrcntially A reduction in the incidence 
ol liKomotor disability by 100 per lakh ot 
the male population will see a correspond 
iiig decrease for the female population by 
16 per lakh of the female population For 
hearing disability this reduction will be by 
44 pei lakh population In the case of 
visual disability the female gains will be 
higher I t9pei lakhpopulation Adecnase 
III tlie incidence ot speech disability will 
be more tir less the same toi both the sexes 
1 his IS ol course suh|cci to the caveat that 
the ciiiient tiends continue 

These findings have important impli 
cations loi policy Fust the lehabilitation 
costs will differ m tenns ol the gender of 
the person Second the intervention 
strategies for picvcntion as well as re 
habilitation will have to be gender spec ific 

Policy implications apart these findings 
also have analytical importance The 
incidence ol certain disabilities is oc 
cupational c g locomotor disabilities 
while some others may be related to the 
I ickofprcvcntiveiminunisation eg polio 
and in some cases to malnutntion e g 
blindness Why some ot those arc gender 
dependent is a matter that needs further 
investigation It also means that these data 


needfobe anklyMxt by age group. The data 
on locomotor disabilities have to be 
disaggregated as polio and non-polio 
caiegones With the incidence of polio 
coming down significantly, the oc¬ 
cupational iixits ol locomotor disability 
will demand senous attention for policy 
purposes The case ot blindness raises the 
question ol unequal access ot the girl child 
to immuni' at ion facilities and to nutnbon, 
especially vitamin A Cuven that prevention 
costs arc much lower compared to re¬ 
habilitation costs - which are higher still 
tor a female - a specific thrust has to be 
given on prevention of blindness among 
the gill children The higher incidence of 
hearing disability reported among male 
population may be related to identification 
andcnumcr.itionpiohlom Theiccouldbe 
a tendency to hide this disability among 
the fi males especially the younger ones 
But this needs coiitlimation The gender 
neutrality ot the iiiLidcncc ot speech 
disability differs from the trend in the 
other three disabilities Whether this is a 
secular trend or a happenstance would 
need to be ascertained 
rile purpose of this preliminary analysis 
was toexaminc if the incidence ol physical 
disability has a gender dimension The 
answer IS in the af I irmati vc The next stage 
of this analysis will be to confirm these 
trends using distiict level data However, 
the data collictioii is often 'gendei 
indilleicnt rather than gender specific It 
IS easici to get the overall disabled 
population data by si x But while provid¬ 
ing the break up by type ol disability the 
data are not piovidcd by sex It is 'as if 
the incidence is gender neutral Such an 
atti tudi has to change Results presented 
here will hopefully sensitise policy 
planners and academic circles to the need 
to present disability data in adisaggregated 
mannoi both by type* ot disability and 
gcndoi 


I Ol (he Attention of Subscribers and 
Subscription Agencies Outside India 

It has come to our notice that a large number ot subscnptions to tlie l-PW from 
outside the country together with the subscription pavments sent to xippnsed 
siibsinption agents in Imlia hise not been forwarded to us 
Wc wish to point out to suhsenbers and subscnpiion agencies outsiili India that 
all foreign subscnptions togellicr with thcappropri.ite rcmiiianccs must he foi warded 
to us and not to unauthonsed thud panics in liidi.i 
We lake no responsibility whatsoever in lespcci ol subscriptions not registered 
with us 

MaNACiFK 
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Economic Aspects ot Biodiversity Conservation 

Micro and Macro Strategies for Intervention 

Kanchan Chopra 

This article examines the economic interventions required for biodiversity conservation. Based on data 
from 15 sites in four .states the author attempts to the strategies which may be best pursued. An in-depth 
study of a national park falling in the region is also interpreted to yield strategies for biodiversity conservation 
in protected areas. 


I 

Role of Eroiioniic 
Policy Intervention 

ECONOMK Lompulsions. woiking 
within the liatncwork ot ascl ot institutions 
play a major n>lc in the use and conservation 
of resources The manner in which they 
impact piesi'nt and tuturc use ot natural 
resources depends m a large measure on 
these institutions, the important ones 
among them being the market, the state, 
and sometimes non-maiket and social 
institutions No one institution can be an 
all pervading one. relative signiticance ot 
ditlerent institutions vanes, being deter¬ 
mined by the depth ot its pervasiveness 
and reach wiiliiii the existing suiicliire of 
the economy In general, in order to be 
well aiticulaied. an in.stiluiion needs to 
determine menibersliip criteria which 
determine inclusion or exclusion in the 
institution, iiiles ot behaviour to be 
complied with by those included; and a 
system ot lewaids and penalties which 
ensure that they ate complied with. 

In the case ot the maiket, for instance, 
possc.ssion ot purchasing |iowcrdeternimcs 
inclusion A stale may treat nationality as 
the inclusion criteria and a cominunily. 
residence in a particular area Compliance 
to bchuviouial rules may be ensured by 
adiclatc. by siK'ial sanction or duly entorced 
property rights In the context of bio¬ 
diversity conservation, beliaviouial norms 
or rules and ctKles ot compliance need to 
be directed towards a balance between 
present and future use. In other words, 
sustainable or wise use is ot the essence. 

The market does not solve this inter¬ 
temporal problem etiiciently, mainly due 
to the absence ot a well-articulatcd system 
ot giving weight to future prclcrcnccs. 
hence the need for intervention. State 
intervention in this context often takes the 
form of exclusion ot pteilclcrmined areas 
from extractive u.se by industry These 
areas, declared as pioiected areas are 
'notified' and kept protected from human 
interference. Such a 'protected areas ap¬ 
proach' may not always be the appropriate 
one. in view of costs of en.suring com¬ 


pliance with rising populations and 
demands. It is .somewhat synthetic to think 
ot limiting coreservation efforts to a few 
selected areas. It raises problems with 
respect to the impact on surrounding 
regions and interactions with them have 
often resulted in counterproductive im¬ 
pacts. Further, conservation also needs to 
he achieved outside of protected areas. In 
othci words, the strategy forcon.scrvation 
needs to be bui It into the pattern of develop¬ 
ment and perceived development aspi- 
r.itions of the people. 

In this article, economic interventions 
are viewed from the micro and macro 
perspectives In the context of conservation 
ot biodiversity outside of protected areas, 
niicio-.strategies based on data obtained 
tiom IS sites in four slates' are interpreted 
to locus on kmdsof direction best pursued. 
Ill addition, an in-depth study of a national 
park tailing in the region is interpreted to 
yield strategics for biodiversity conser¬ 
vation within protected areas. Sections II 
and 111 discuss strategics from the two 
viewpoints respectively and Section IV 
pi o vidcs poi ntcr towards policy directions. 

II 

Integrating Conservation 
with Development 

The sites selected for study of economic 
aspects extended to a wide range of eco¬ 
systems. Four sites each from Himachal 
Pradesh. Bihar, Rajasthan and Karnataka 
were selected: .some with a view to under¬ 
stand linkages with markets through sale, 
value addition through processing and 
tourism potential. Table I summarises the 
location and charactcri.stics of these sites. 
In addition, developmental aspirations as 
reflected in district plans and the per¬ 
ceptions of government functionaries were 
also invc.stigated. While the state specific 
details arc given in tables in Annexure 1, 
the policy interventions emerging are 
examined here. 

DtPbNOENCE l-OR SUBSISTENCE 

Dependence on biological resources 
continues to exist in a large way in different 
ccosy.>!enis. Its nature varies across 


cco.systems and this is most important 
in drawing up strategies for economic 
development at the regional leveirOepcn- 
dence on collected fruits and other plant 
products is high in forest-based eco¬ 
systems. such as in the Western Ghats 
region of Karnataka and one part of 
Himachal Pradesh. Dependence on bio¬ 
logical resources may take the form of 
fishing in a coastal village (as in Kumta) 
or collection and sale of river bed sand 
as in the riverine sy.stem (Rangpur in Kota. 
Rajasthan). Trade in live animal parts may 
also be significant as in the Ranchi urban 
agglomeration. 

A large part of this dependence arises 
out of a lack of other options. In .such a 
situation, links with the market either do 
not exist (as in the ca.se of self consumption) 
or are of an exploitative nature. Lack of 
complete inlormation results in collector’s 
price being much lower than national or 
international price. While variations exist 
determined pnmarily by matket conditions, 
primary aillectors do not in general get 
more than 31 to 74 per cent of the final 
pnee. Table AI in the Annexure gives hike 
factors (the ratio ot final market price to 
collector’s price) for a few products in 
study sites from three areas. 

Economic interventions in such 
situations usually focus on removing 
imperfections in markets. This can be done 
by creating information networks that 
disseminate better information or by 
impioving possibilities of alternative 
employment, through development acti vity 
and better skill formation in rural areas. 
While such strategies may enable rural 
populations to i ncieasc their income levels, 
they ignore altogether the impact on re¬ 
source conservation and biodiversity 
conservation. Providing a better price to 
the primary collector may sometimes be 
counter productive in that it results in 
higher levels of extraction and decrea.sed 
availability. Table A2 gives evidence 
obtained on this with respect to some sites 
andproducts studied. All major non-timber 
forest products seem to show a decline of 
more than SO per cent over a three to five 
year period or availability of the product 
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at ipMter dtstaiKies 6r b^r tdltoadn. 
Note however that avulabiHty of 'wiki 
amla* in Himachal Pradesh seems to have 
increased due to direct benefits having 
been received from a local processing 
venture. It follows that conservation can 
be achieved better in the longer run by 
integrating it with both present and future 
income earning activities on a more 
sustainable basis. 

Linking with Markets 

A strategy for local value addition is 
expected to generate higherincomes,create 
employment, and lead to sustsunabic use 
due to interest in future availatiility of high 
value adding raw material. It also creates 
an incentive for preserving knowledge with 
respect to plants, animals and biodiversity. 
Resource availability determines the 
kind of value addition that is possible. 
Table 2 gives a listing of the kinds of 
processing that can be developed in and 
around the .sites studied. 

While some degree of preliminary value 
addition was ob.scrved in all sites, the two 
instances found in Himachal Pradesh 
constitute urgani.scd attempts of deve¬ 
lopment interventions that bring together 
con.servation. income generation and 
development. Both were initiated by NGO 
groups.-Thc.se experi ments show that local 
communities, if adequately involved can 
manage an operation that markets com¬ 
mercially viable products. There exists a 
need to examine if these can be replicated 
with participation of the people. 

However, harvest rates of pr^ucts need 
to be kept at sustainable levels. This can 
be done if collectors' income geLs aug¬ 
mented by a share in the profit, so that they 
are able to support a reasonable living 
standard; and/or if collectors are as.sured 


Boat ^ Aw i^MarotKime a Btittof 
patronisingorpohdngmieforgovemniem 
agencies. There Is a clear hiatus between 
development and,conservation in the 
mindset and action plan of local level 
officials. This is often counterproductive 
as some developmental schemes worii at 
cross purposes with conservation. The need 
for integration clearly exists. 

Ill 

Conservation Strategy within 
Protected Areas 

Protected areas constitute one of the 
most visible interfaces with the market. 
The tourism industry, dependent as it is 
on a market expressed demand for conser¬ 
vation represents this linkage which needs 
to be used effectively in the intere,sts of 


cxinsenhdiem. fWar, ht 

mttkmai parks irepresent a cross*secti6B^ 
society with differing incomes, f^sba^ 
interventions based on cross subsidismldn 
can be used tocreate funds for biodiversity 
protection. 

Protected areas extend to around S per 
cent of the geographical area of India, and 
consist of both national parks and 
sanctuaries. They are managed solely for 
conservation under statute of law. A 
considerable amount of government effort 
and investment goes into the conservation 
plans for these areas. These protected areas 
tend to impact closely the livelihoods of 
local communities living in and around 
the park. In turn, they are affected by tite 
continued existence of rights of tiw local 
people, mainly arising out of acontinuation 


Tabu I: Location ano Characteristics of Sites 


.State 

Sites 

Remarks 

Eebsystem/Other 

Characteristics 

Number of 

Sites 

Himachal Pradesh 

Gramon Kathog, 

Forest ecosystems at 

Three village sites; 


Kashlog. Upreia 
Dhatti-Bairghatia 
village, cluster 

different altitudes. 
Une example of local 
value addition 

1 processing unit 

Rajasthan 

Bade-Bhil want. 

Degraded forests. 

Four village sites; 


Vrimdoera, 

arid, riverine 

one near national 


Rangpur, Agapur 

ecosystems; One 
site in the vicinity of 
national park 

park 

Bihar 

Dolma, Hazaribagh 
.Sahibganj. 

Ranchi urban 
agglomeration 


Three village sites: 
one urban market 

Karnataka 

Karkala, Bhadrawati, 
Kumta. Rannebennur, 
Gandhiahalli (Kolar) 

Forest ecosystem. 
coa.stal zone, a dry 
zone and a 
transitional system 

Five village sites 


Table 2: Local Vauie Addition Possibiuties 


•Study Area 


Activity 


of long-term property rights to resources. 

Conservation Goals 

Government departments have their own 
conservation plans. There does exist an 
awareness of biodi veisity coaservation but 
these plans arc viewed as distinct from 
development plans. Agriculture, irri¬ 
gation and rural development oriented 
plans are perceived as development 
plans whereas examples of conservation 
practices arc as follows; rcwacding peo¬ 
ple for helping to control forest fires; 
closing certain fore.st compartments from 
collection altogether. These controls arc 
based on regeneration cycles of certain 
species and are parts of forest working 
plans. However, it is often true that people 
are not at ail aware of these; and managing 
huge national parks as part of coaservation 
strategy. 


Mata Karnalaica Arcca leaf plate making. .Seir-contained sweet 

making unit, jackfruii papads 

Shettykoppa Karnataka Coconut drying. pre.<ising of rubber sheets 

Kumia Karnataka Cashew processing 

Dhati-Bairghatta** Himachal Pradesh Mangu/amla* products 

•Sidhwan** Himachal Pradesh Preparation of Brahini syrup 

Ranchi Bihar Lac bangles 

* Wild variety. 

** These are not BCPP study areas but situated near the Thaltokhod study area in Mandi. It mi|^l 
be worthwhile to study these examples of local value addition a.s there is a good possibility of 
replicating these experiments in adjoining areas. Details are provided in Himachal field report. 


Table Classification of Perceftions of Value 


Category 

Scientists 

Tourists 

Village Residents 

Non-Users 

1 High Value 

Rarity, ecological 

Aesthetic 

Livelihood and 

Ecological 


function. 

curiosity 

related services. 

function 


existence 


employment 

consumption 

2 Medium 

Consumption. 

Existence 

Ecological 

Existence. 


livelihood. 


function 

future 


future 



livelihood 

.) Low 

Services, ritual. 

Sovices. 

Olheis including 

Ritual, cuitond. 


cultural, aesthetic 

others 

ritual cultural 

aesthetic 
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ot conventional dirangemcnrs It was found 
in a study [see IIPA 1993 and Kothari 
1989) covering 3? national parks and 138 
sanctuaries in India that (at ^6 per cent 
of national parks and 72 per cent ut 
sanctuaiics liad sell lenient ot human 
population within ihe protected area (b) 83 
per cent ol parks and 87 per cent ol 
sanctuaiics had population adjacent to the 
protected area (c 143 pcrc ent ot parks and 
68 per cent ol sanctuaries accorded and 
accepted lights ot local communities such 
as to grazing bv livestock harvesting ot 
umber and collection ol minoi (orcst 
produce 

Uscisihoicl ic ncverlolall) irrelevant 
In the case ol some piotecled aicas such 
as wetlands use is an intcgial part ot 
conservation even as seen by inlci national 
conventions governing them ' I'cological 
studies have in some eases conlirincd the 
scientilic basisol somekindsol tiaditional 
usepatteins I inallv olcouiselounstsusc 
these p.irks loi lecieation and education 
and scientists loi lescaich Fach ol these 
uses cieates a set ol stakeholders with 
limitedrightstoihcpiotectedarcas Siiniil 
tancously howcvci the responsibility lor 
conservation lesis only with the govern 
mentandthelute department I aigcexpcn 
dituies are incuired on maintenance and 
upkeep lesuliing in implicit subsidies (or 
the useis Biodiversity conseivation can 
be both more etlectivc and less resource 
consuming it stakeholders are involved m 
a me.minglul way m the management ol 
the paik This is particularly true in cases 
where stakeholdei s dil ler in tei ms ot their 
access to resources such as money time 
and knowledge 1 heiecxiststhc jx^ssibility 
ot designing liscal pivlicics lor eitective 
conseivation at low cost 

KNP Rvksiiian 

Kcolado National Park (KNP), oiigi 
nally a bud sanciu.iry built aiound the turn 
ot the last century is located in Bharatpur 
distiietol Rajasthan very close to Agapur 
one ol the study sites It is thcrctoic 
appropriate to examine it as a case lor 
studying interactions between stakeholders 
and possible strategies ansingoulot them '* 
The stakeholders^ i n the park ai e ident 1 1 icd 
as tiK iixal luial population which derives 
as use value Iromthe park mainly thmugh 
the colicctiori ol grasses, luciwood and 
lish the IcKal urban population which 
benetits trom incomes generated by the 
hotel and tourism industries the tourists 
who dciivc seiviccs ol recreation, 
education and tourism, the management 
which IS responsible lor the maintenance 
ot the ecological health of the paik in a 
situation such that the economic and 


ec^ological benefits cemtinue to accrue; the 
community of scientists and ecologists 
who put a premium on existence value of 
the wetland ecosystem, and non-users in 
the rest of India and elsewhere who value 
the existence of national parks and 
protected areas such as these 

In such a diverse scenano, highly vaiying 
perceptions with respect to value are bound 
lo t xist A recent WWF study (1996) bnngs 
out clearly the varying positions taken 
with respect to use value accruing trom 
ilie park and its actual and likely impact 
on the park’s ecology Views taken by the 
\ illagc residents and those uken by the 
puk authorities dilter substantially^ 
X'lllagc people tend to locus on the positive 
linkages, whereas the paik managers 
c onimue to point out the negative aspects 
ot human interterence in the park Neither 
ot them however rcicr to levels’ of 
sustainable use 

As part ot the surveys carried out to 
deteimmc the value ol the presence and 
preservation ot KNP, Bharatpur rankings 
ol dillcrentaspectsol value by stakeholders 


were generated. The quesbons were 
designed in accordance with uses of the 
park perceived to be important tordi tferent 
sections of the population Stakeholders 
include people residing in other parts of 
the country as they too peiceive benefits 
tmm the park and are willing to rank the 
advantages they receive as non-users The 
respondent trom each group were asked 
to rank aspects of the park, which benetited 
themthe n^ost Thefollowingaspectscover 
most ot those uses ecological functions 
provided, consumption of ditterent goods, 
livelihood providcd,cxistence or presence 
ot unique or rare species, aesthetic or 
recreational value, luturc use providing 
diiferent kinds ot services, ntual and 
cultural value 

Table 3 classifies value scores of defe¬ 
rential stakeholders into three categories, 
in accordance with the significance 
accorded to them, with category I being 
the one with the highest significance and 
categoiy 3 the one with the least Though 
a lair degree of conflict is inherent in the 
above rankings it is important lo note the 


Annexure Tables 

1aRII ai PhKI SlKtM)/HlKI FAfTOK Bl IWbPN Lui. AC AND NaTIONAI MaKKCI PkIILS 


Kama! ika Hmiachai Pradesh Rajasthan 


1 rodticl 

HF 

Pruduct 

HP 

Product 

HP 

Muskvil 1 

1 2 

Shikakat 

1 9 

Puwal 

1 7 

ttanilsT 

10 

Kampatre 

1 4 

Raianjoi 

1 6 

PtIccs 

24 

Hot sol 

1 I 

Aramli 

1 6 

Kill II 

1 9 

Soapnut 

1 2 

Arilha 

1 4 

Dhiip 1 

1 1 

Ncxoinica 

1 2 

Mohua 

1 3 


Ihkc I ictor (H h) = Final market pnce/colleiior level price 


Tablc ai Avamabii its or Major Non Timbfr FonrsT Products 


Product 

Stale Marked Decline 

Decline 

No change 

Increase 

Ac icia 

Karnataka * 




Ciaicinta 

Karnataka 

* 



Rainpatre 

Karnataka 

* 



Soapnul 

Karnataka 


9 


Mohua 

Rajasthan 




Kaianj 

Rajasthan 


9 


Tindu 

Rajasthan 


9 


Khejii 

Rajasthan 

* 



Singli iiiingli 

Himachal Pradesh * 




iJhupa 

Himachal Pradesh * 




Wiki amla 

Himachal Pradesh 



9 

Wdd an ir 

Himachal Pradesh 


« 



Tabi r A3 Kinds of Uses Ranked by Stakeholders 

t scs 

Siakehoiders asked to give ordering 

Lcnlogical 

Scieniistv village residents non-users 

Consumption 

Setenusts, villagers and non-usen 

Livelihood 

Scientists, villagers and non-users 

Raiity 

Sciennsts and tounsts 

Aesiheiic 

Scientists, tounsts and non-users 

Fuiun: 

Scientists and non-users 

Lxistence 

Scientists, tounsis and non-users 

Sei vices 

Scicniists, tounsts and viUagen 

Ritucul 

Sciennsts and non-users 
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Taiu A4: REveras and EXWNomAes of 
Kfciladfo National Park 

(Kupeexf 


Year 

Revenue 

Expenditure 

1990-91 

Hl.97.836 

17.48.162 

1991-92 

I7.T7.7I2 

14.79.042 

1992-9.T 

I8.63.6.T0 

2..30.T39 

I99X-94 

20,27.825 

19.79.443 

I994-9S 

19.76.480 

22.91.024 

1995-96 

24.52.000 

37,07,400 


areas of agreement. Ritual, cultural and 
so-called ae.sthctfc values seem to be pretty 
low down in the preference pattern of 
three of the four categories of stakeholders. 
This IS probably due to the fact that they 
have found a lellection in other ways .such 
as in the ecological tiinction and existence 
valueconcepts. Alternatively, it may mean 
that the value system itself has undergone 
a proce.ss ot change. 

Both classes ot non-u.sers. the .scientists 
and the non-users seem to realise the 
signiticancc of livelihixids generated by 
KNP. This provides some common ground 
lor pnlic'y-making Ecological function ot 
the wetland in preserving the water and 
nuinent Hows seems to be given a high 
value bv scientists, villagers and non-users 
outside the park. .Such perceived con¬ 
gruence in value perception is an important 
point ot take-oif tor policy. An important 
issue tmm the management's point of 
view and also from tlic tnacro-cconomic 
VK point relates to the reduction ol these 
subsidies. 

Joint Manaolmlni wiih Siaki-holher 

It IS important to note that the government 
has been subsidising the park. Table A4 
given in the annexure gives an indication 
ot the magnitude of this subsidy. Such 
sub.sidics perpetuate the perception that 
corcservation entails an economic co.st. 
Further, they seem to subsidise a leisure 
activity that suppoits tourism at a level 
which may be ecologically harmful and 
unsustainable. 

Therc exists acase for.significant changes 
in the management of national parks. While 
some ot these changes are concerned with 
low income users such as villagers in 
surrounding regions, reduction in subsidies 
to the park by tapping the spending 
capability of high income users such as 
tourists is a step in the right direction. It 
is important in this context to examine the 
nature of demand for touri.sm .services 
generated by the park. In other words, 
economic value ascxprcs.sed in the market 
needs to be determined in order to take 
appropriate measures that help to make 
parit management independent of sub¬ 
sidisation. This source of income can be 


used profitably to protect the eetdr^ of 
the piak as well. 

We give below some directions of pos¬ 
sible fiscal change, which could comprise 
building blocks in a macro perspective 
with respect to most national paries: 

(1) The demand for tourism services is 
fairly insensitive to pnee. If a redistribution 
ot the benefits and co.sts from KNP were 
attempted through an increase i n entiy fee. 
among other things, the demand would 
not be affected. 

(2) Stakeholders other than tourists also 
value livelihood and ecological functions 
of the paik highly as indicated by the 
scores obtained from multi-critcria 
analysis. Aesthetic and ritual value is quite 
low in their ranking. 

Determining sound management 
practices is helped it the nature of demand 
tor the .services of the park is spelt out. 
National parks may diffenn stakeholders' 
market linkages. Some arc areas with a 
large tourist presence. Policies with regard 
to tourism also need to address the follo¬ 
wing issues: 

(1) Impact ot the magnitude ol tourists 
and ol the manner in which they use park 
on Its health needs to be determined. The 
questions to be addressed in each context 
relate to determining the form of eco- 
tourism and the limit if any, on tourist 
numbers in the interc.sts of specific eco¬ 
systems. 

(2) Determining the extent to which 
cross substitution between different 
categories of stakeholders can improve 
ihc financial management of the wetland. 
In particular, high income tourists, 
sbicntists and others with a slake in preser¬ 
vation could pay fur it and/or compensate 
tor the loss in income ol low income 
stakeholders incurred by limiting use and 
extraction to sustainable levels. 

(.^> Where the above is not possible, the 
magnitude of subsidy required to maintain 
the park in a healthy .state needs to he 
determined and .sources of government or 
non-govci nment I unding found for it. This 
may be at national or international levels. 

(41 Conservation enthusiasts, both 
within and ouLside the country may be 
willing to pay forupkeepand maintenance 
of wetlands, if proper institutions arc in 
place for their management. 

While designing fiscal and economic 
policies, ecological imperatives must 
always be kept in mind. ‘Wise use’ needs 
lobe identified at the park level fur.specific 
site.s. To begin with, this could be done 
for major national parks. The following 
policy directions to determine levels of 
sustainable usecan be suggested:! I )Bring 
together all stakeholders in the park in a 


local wea institution; ^ elicit views pn wise 
use and use it as a fonim for raising aware¬ 
ness. (2) Simultaneously, commission 
studies by specialists to dcteiminc the levels 
of extraction and u.se that are compatible 
with maintenance of the ecological health 
ofthe ecosystem. (3)F.xaminetheoutcome 
ot 1 and 2 and arrive at a policy for use 
in coasultation with stakeholders, which 
include all local level development agen- ‘ 
cies. (4) Ensure an environment impact 
analysis ol all development projects under¬ 
taken in the area defined to include the 
catchment. Projects with adverse impact 
on the health of the park would need to be 
reviewed to include abatement measures. 

IV 

Conservation with Development 

Institutions need to be set up both in the 
context of conservation within protected 
areas and outside of them to ensure the 
integration of plans tor conservation with 
livelihood generation in a meaningful 
manner. Some methods ot doing this are: 

(11 the nodal uigani.saiion is the committee 
of .stakeholders at the kx’al level. This 
committee could be a subcommittee of the 
local panchayat or urban municipality as 
the case may be in order to give it a legal 
.standing. It has to be defined lor each 
wetland area to include repre.sentatives of 
(a) all persons who have an interest/stake 
in it: in particular local populations who 
have traditionally been using the area and 
the managers, such as the forest depar¬ 
tment, (bfallplan or project implementing 
depanments in the area whose activities 
may impinge on the ectilogical health of 
the area, and (c) representatives ot any 
existing or planned units for value addition 
based on biological resources These may 
be in the government, private or the NOO 
.sector. (2) The above committee work in 
collaboration with local scientists and 
universities to determine whether a 
convergence exists between indigenous 
perceptions and scientific knowledge. At 
times, this collaboration may have to be 
worked out with institutions outside the 
area. (3) Plans for biodiversity conser¬ 
vation, management and use evolve from 
the deliberations of these local level 
institutions and are piesentcd and 
discussed at the appropnatc state and 
central government ministnes. Here they 
arc viewed in the larger context of the 
conservation and development needs of 
the nation. It is important that at these 
levels as well, all development imple¬ 
menting agencies of the government are 
fully representedand involved. (4) It may' 
be useful to aim at setting up these 
procedures fora lew sites initially. possibly 
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those where infomiation or experience 
exists. A phased plan for all regions could 
then be drawn up. 

Notes 

fThis paper coinprise.s pan uf projects spoasoreU 
os port of Biodiversity Conservation Pnontisaiion 
Project (BCPP) of the World Wide Fund for 
Naturc-India. The BCPP Project is funded by the 
Biudiversily Support Programme. Data inputs 
froinstudy sites of the BCPP project were obtained 
from the group on Micro-Strategies being co¬ 
ordinated by Madhav Gadgil.] 

1 This data was collected as part of work done 
in the inicro-.stralegies group Collection and 
preliminary collection ol data was undertaken 
by Anirban Giuiguly m collaboration with statc 
level investigators 

2 The projects have been set up under tlie aegis 
of the Indo-German Chongar valley eco-develop • 
inent project and the Chmnioy Tapovan Trust. 

.f See. for instance the insistence on ‘wise use’ 
in the Raiiisur Convention for wetlands 
4 A number of studies on ecological and economic 
aspects of this park exist. A detailed study on 
this park was also conducted as part of a 
UNDP supported project on Valuation of 
Biodiversity by the present author See 
Chopra and Chauhaii (1998) 

The siakeholdeis comprise highly disparate 
sets with ascrage household incomes varying 
from Rs Wi.944 jier anniini for the village 
residents to Rs 2 64 lakh approximately for 
tourists in general, with foreign tounsls 
possessing an average income of Ks 7 52 lakh 
Further their average education levels also 
vary Iroiii tllilcrnte or pninary to specialisations 
III siiecific areas 

6 .See Chapter 5 for the details with regard to the 
different perceptions Though gra/.ing and 
extiaclion leatiire in the perceptions of both 
village residents and park managers, the former 
locus on the positive aspect of the interaction 
helwcen tliem and ecological health of the 
park, while the latter point to the negative 
linkages. 

7 This could he a new iiisiiiiilion or an existing 
legal insiitiitiun such as a panchayat or an 
urban hval h<xly 
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